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CALCULATION OF REGISTRATION FEE

Title of securities to be registered

Primary Offering:
Class A common stock, par value
$0.0001 per share
Secondary Offering:
Class A common stock, par value
$0.0001 per share
Private placement warrants to purchase
Class A common stock
Totals

Amount to be
Registered(1)

Proposed
Maximum
Offering
Price Per
Unit

Proposed
Maximum
Aggregate
Offering
Price

Amount of
Registration
Fee(2)(8)

7,745,000(3) $

9.05(5) $ 70,092,250(5) $

7,648

24,988,338(4) $

9.05(5) $ 226,144,459(5) $

24,673

212,500(6)

—

—
$ 296,236,709

—(7)
$

32,321

____________
(1)

(2)
(3)
(4)

(5)

(6)
(7)

(8)

In the event of a stock split, stock dividend or other similar transaction involving the registrant’s common stock, in
order to prevent dilution, the number of shares of Class A common stock registered hereby shall be automatically
increased to cover the additional shares of Class A common stock in accordance with Rule 416(a) of the Securities
Act of 1933, as amended (the “Securities Act”).
Estimated in accordance with Rule 457(a) of the Securities Act solely for the purposes of calculating the registration
fee based upon a bona fide estimate of the maximum offering price.
Consists of (i) 212,500 shares of Class A common stock issuable upon the exercise of the private placement warrants
and (ii) 7,532,500 shares of Class A common stock issuable upon the exercise of public warrants.
Consists of (i) 5,663,338 shares of Class A common stock registered for sale by IAC Sponsor (as defined below) and
the Other IAC Initial Stockholders (as defined below), (ii) 425,000 shares of Class A common stock registered for
sale by IAC Sponsor and Cantor (as defined below), and (iii) 18,900,000 shares of Class A common stock registered
for sale by the PIPE Investors (as defined below).
In accordance with Rule 457(c) under the Securities Act, and solely for the purpose of calculating the registration fee,
the proposed maximum offering price per share is $9.05, which is the average of the high and low prices of the
Class A common stock on October 30, 2020 on The Nasdaq Capital Market.
Represents the resale of 212,500 warrants to purchase shares of Class A common stock that were issued in a private
placement and which represent warrants to acquire shares of Class A common stock.
In accordance with Rule 457(i) of the Securities Act, the entire registration fee for the private placement warrants is
allocated to the shares of common stock underlying the private placement warrants, and no separate fee is payable for
the private placement warrants.
The Registrant previously paid a registration fee of $32,321 in connection with the initial filing of this Registration
Statement.

The registrant hereby amends this registration statement on such date or dates as may be necessary
to delay its effective date until the registrant shall file a further amendment which specifically states that
this registration statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act or until this registration statement shall become effective on such date as the Securities and
Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and is subject to change. We may not sell or offer these securities
until the registration statement filed with the Securities and Exchange Commission is declared effective. This
prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted.

Subject to completion, dated November 20, 2020
PRELIMINARY PROSPECTUS

Up to 24,988,338 Shares of Class A Common Stock
Up to 7,745,000 Shares of Class A Common Stock Issuable Upon Exercise
of Warrants
This prospectus relates to the issuance by us of (i) up to 212,500 shares of our Class A common stock, par
value $0.0001 per share (“Class A common stock”) issuable upon the exercise of the private placement warrants
originally issued to Insurance Acquisition Sponsor, LLC, a Delaware limited liability company, Dioptra
Advisors, LLC, a Delaware limited liability company (together, “IAC Sponsor”) and Cantor Fitzgerald & Co., a
New York general partnership (“Cantor”) pursuant to a private placement by IAC, and (ii) up to 7,532,500
shares of our Class A common stock issuable upon the exercise of public warrants originally issued by IAC (as
defined below). We will receive the proceeds from any exercise of any warrants for cash.
This prospectus also relates to the offer and sale from time to time by the Selling Securityholders named
herein of (i) 5,663,338 shares of Class A common stock originally issued to IAC Sponsor and certain of the
initial directors of IAC (collectively, the “Other IAC Initial Stockholders”) as Class B common stock in
connection with the initial public offering of IAC and converted to Class A common stock upon the
consummation of the Merger, (ii) 425,000 shares of Class A common stock originally issued to IAC Sponsor
and Cantor pursuant to a private placement by IAC, (iii) 212,500 private placement warrants originally issued to
IAC Sponsor and Cantor pursuant to a private placement by IAC, and (iv) 18,900,000 shares of Class A
common stock purchased by certain investors in a PIPE transaction (collectively, the “PIPE Investors,”).
Holders of the foregoing securities shall be collectively referred to as “Selling Securityholders.”. We will not
receive any proceeds from the sale of shares of Class A common stock by the Selling Securityholders pursuant
to this prospectus.
Our registration of the securities covered by this prospectus does not mean that either we or the Selling
Securityholders will issue, offer or sell, as applicable, any of the securities. The Selling Securityholders may
offer and sell the securities covered by this prospectus in a number of different ways and at varying prices. We
provide more information about how the Selling Securityholders may sell the shares in the section entitled “Plan
of Distribution.”
Our Class A common stock is traded on The Nasdaq Capital Market under the symbol “SFT.” The
warrants are traded on The Nasdaq Capital Market under the symbol “SFTTW.” On November 19, 2020, the
last reported sale price of our Class A common stock was $6.72 per share and the last reported sale price of the
warrants was $2.56 per warrant.
We are an “emerging growth company” as defined in Section 2(a) of the Securities Act and are subject to
reduced public company reporting requirements.
You should read this prospectus and any prospectus supplement or amendment carefully before you invest
in our securities.
Investing in our securities involves risks that are described in the “Risk Factors” section beginning
on page 6 of this prospectus.
Neither the U.S. Securities and Exchange Commission (the “SEC”), nor any state securities
commission has approved or disapproved of these securities or determined if this prospectus is truthful
or complete. Any representation to the contrary is a criminal offense.
The date of this prospectus is

, 2020.
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ABOUT THIS PROSPECTUS
This prospectus is part of a registration statement on Form S-1 that we filed with the Securities and
Exchange Commission (the “SEC”) using a “shelf” registration process. Under this shelf registration process,
we and the Selling Securityholders may, from time to time, issue, offer and sell, as applicable, any combination
of the securities described in this prospectus in one or more offerings.
You should rely only on the information contained in this prospectus or contained in any prospectus
supplement or free writing prospectus filed with the SEC. If any statement in one of these documents is
inconsistent with a statement in another document having a later date, for example a subsequently filed
document in this prospectus, the statement in the document having the later date modifies or supersedes the
earlier statement. Any statement so modified or superseded will not be deemed, except as so modified or
superseded, to constitute a part of this prospectus.
Neither we nor the Selling Securityholders have authorized anyone to provide you with any different or
additional information other than that contained in this prospectus and the accompanying prospectus. We and
the Selling Securityholders take no responsibility for, and can provide no assurance as to the reliability of, any
other information that others may provide. If anyone provides you with additional, different, or inconsistent
information, you should not rely on it.
Offers to sell, and solicitations of offers to buy, our common stock and warrants are being made only in
jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only
as of the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of our
common stock or warrants. Our business, financial condition, operating results, and prospects may have
changed since such date. This prospectus does not constitute an offer, or an invitation on our behalf, to subscribe
for and purchase any of the securities, and may not be used for or in connection with an offer or solicitation by
anyone, in any jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is
unlawful to make such an offer or solicitation.
This prospectus contains summaries of certain provisions contained in some of the documents described
herein, but reference is made to the actual documents for complete information. All of the summaries are
qualified in their entirety by the actual documents. Copies of some of the documents referred to herein have
been filed, will be filed or will be incorporated by reference as exhibits to the registration statement of which
this prospectus is a part, and you may obtain copies of those documents as described below under “Where You
Can Find More Information.”
ii
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INTRODUCTORY NOTE
On October 13, 2020 (the “Closing Date”), the registrant consummated the previously announced
transactions contemplated by the Agreement and Plan of Merger (the “Merger Agreement”), dated as of June
29, 2020, by and among the registrant (formerly known as Insurance Acquisition Corp.), IAC Merger Sub,
Inc.., a wholly-owned subsidiary of the registrant (“Merger Sub”), and Shift Technologies, Inc. (“Shift”). The
Merger Agreement provided for the acquisition of Shift by the registrant pursuant to the merger of Shift with
and into Merger Sub, with Shift continuing as the surviving entity (the “Merger”).
In connection with the closing of the Merger (the “Closing”), the registrant changed its name from
Insurance Acquisition Corp. to Shift Technologies, Inc. Unless the context otherwise requires, “we,” “us,”
“our,” and the “Company” refer to the combined company following the Merger, together with its
subsidiaries, “IAC” refers to the registrant prior to the closing of the Merger and “Shift” refers to Shift
Technologies, Inc., together with its subsidiaries, prior to the Merger.
SUMMARY
This summary highlights certain information about us, this offering and the information appearing
elsewhere in this prospectus. This summary is not complete and does not contain all of the information that
you should consider before making an investment decision. You should read this entire prospectus carefully,
including the information referred to under the heading “Risk Factors” and the financial statements and
other information included elsewhere in this prospectus, before making an investment decision. See also the
section entitled “Where You Can Find More Information.”
Overview
The Company is a leading end-to-end auto ecommerce platform (based on volume) transforming the
used car industry with a technology-driven, hassle-free customer experience. The Company’s mission is to
make car purchase and ownership simple — to make buying or selling a used car fun, fair, and accessible to
everyone. The Company provides comprehensive, digital solutions throughout the car ownership lifecycle:
finding the right car, having a test drive brought to you before buying the car, a seamless digitally-driven
purchase transaction including financing and vehicle protection products, an efficient, digital trade-in/sale
transaction, and a vision to provide high-value support services during car ownership. Each of these steps is
powered by the Company’s software solutions, mobile transactions platform, and scalable logistics, combined
with the Company’s five centralized inspection, reconditioning & storage centers, called Hubs.
Risk Factors
There are a number of risks related to our business and our securities that you should consider before
making an investment decision. You should carefully consider all the information presented in the section
entitled “Risk Factors” beginning on page 6 of this prospectus and the other information contained in this
prospectus.
Background
IAC was formed in March 2018 as a special purpose acquisition company for the purpose of effecting a
merger, capital stock exchange, asset acquisition, stock purchase, reorganization or other similar business
combination, with one or more businesses or assets (the “initial business combination”). Shift was launched
in 2014 and is an auto ecommerce platform that enables customers to buy, sell and test drive cars and
purchase ancillary products and services. On October 13, 2020, IAC acquired Shift pursuant to the Merger
and changed its name to Shift Technologies, Inc. in connection with the Merger. Prior to the Merger, IAC’s
common stock, units and warrants traded on The Nasdaq Capital Market under the symbols “INSU,”
“INSUU” and “INSUW,” respectively. Pursuant to the Merger, the Company continued the listing of its
common stock and warrants on The Nasdaq Capital Market under the symbols “SFT” and “SFTTW,”
respectively, effective October 15, 2020.
1
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Presentation of Financial and Operating Data
The Merger is accounted for as a reverse recapitalization in accordance with U.S. generally accepted
accounting principles (“GAAP”). Under this method of accounting, IAC, who was the legal acquirer in the
Merger, is treated as the “acquired” company for financial reporting purposes and Shift is treated as the
accounting acquirer. This determination was primarily based on Shift having a majority of the voting power
of the Company, Shift’s senior management comprising substantially all of the senior management of the
Company, the relative size of Shift compared to IAC, and Shift’s operations comprising the ongoing
operations of the Company. Accordingly, for accounting purposes, the Merger is treated as the equivalent of a
capital transaction in which Shift is issuing stock for the net assets of IAC. The net assets of IAC are stated at
historical cost, with no goodwill or other intangible assets recorded. Operations prior to the Merger are those
of Shift.
Emerging Growth Company
We are an “emerging growth company” as defined in Section 2(a) of the Securities Act, as modified by
the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), and we may take advantage of certain
exemptions from various reporting requirements that are applicable to other public companies that are not
emerging growth companies, including, but not limited to, not being required to comply with the auditor
attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding
executive compensation in our periodic reports and proxy statements, and exemptions from the requirements
of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden
parachute payments not previously approved.
Corporate Information
The mailing address of the Company’s principal executive office is 2525 16th Street, Suite 316, San
Francisco, CA 94103 and the telephone number is (855) 575-6739. Our website address is www.shift.com.
The information found on the website is not part of, and is not incorporated into, this prospectus.
2
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THE OFFERING
Issuer
Shares of Class A Common
Stock Offered by Us

Shares of Class A Common
Stock Offered by the Selling
Securityholders

Shift Technologies, Inc. (f/k/a Insurance Acquisition Corp.)
7,744,994 shares of Class A common stock which consists of (i) 212,500
shares of Class A common stock issuable upon the exercise of the private
placement warrants and (ii) 7,532,494 shares of Class A common stock
issuable upon the exercise of public warrants originally issued by IAC.

24,988,338 shares of our Class A common stock which consists of
(i) 5,663,338 shares of Class A common stock originally issued to IAC
Sponsor and the Other IAC Initial Stockholders as Class B common stock
in connection with the initial public offering of IAC and converted to
Class A common stock upon the consummation of the Merger, (ii)
425,000 shares of Class A common stock originally issued to IAC
Sponsor and Cantor pursuant to a private placement by IAC, and (iii)
18,900,000 shares of Class A common stock purchased by the PIPE
Investors.

Warrants Offered by the Selling
Securityholders

212,500 private placement warrants originally issued by IAC.

Shares of Class A Common
Stock Outstanding Prior to
Exercise of All Warrants

82,106,969 shares (as of November 19, 2020).

Shares of Class A Common
Stock Outstanding Assuming
Exercise of All Warrants

89,851,963 shares (based on total shares outstanding as of November 19,
2020).

Exercise Price of Warrants

$11.50 per share, subject to adjustment as described herein.

Use of Proceeds

We will receive up to an aggregate of approximately $89.1 million from
the exercise of the warrants, assuming the exercise in full of all of the
warrants for cash. We expect to use the net proceeds from the exercise of
the warrants for general corporate purposes. We will not receive any
proceeds from the sale of shares of Class A common stock or warrants by
the Selling Securityholders. See “Use of Proceeds.”

Dividend Policy

We do not expect to pay any dividends on our Class A common stock for
the foreseeable future. See “Market Information for our Securities and
Dividend Policy.”

Symbols for Trading on The
Nasdaq Capital Market

Our common stock is quoted under the symbol “SFT.” Our warrants are
quoted under the symbol “SFTTW.”

3
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION
The following table sets forth selected historical financial information derived from our unaudited
financial statements as of and for the three and nine months ended September 30, 2020 and 2019 and our
audited financial statements as of and for the years ended December 31, 2019, 2018 and 2017. The following
information is only a summary and should be read in conjunction with our consolidated financial statements
and related notes contained elsewhere in this prospectus and information discussed under “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” The historical results included
below and elsewhere in this prospectus are not indicative of our future performance.
Consolidated Statements of Operations and Comprehensive Loss
(in thousands, except share and per share amounts)
Year Ended December 31,
2019

2018

2017

Revenue
Ecommerce revenue – net

$

Other revenue
Wholesale vehicle revenue
Total revenue
Cost of sales
Gross profit

135,277

$

122,889

$

88,870

3,150

2,617

1,931

27,808

6,306

3,737

166,235

131,812

94,538

167,997

126,423

89,999

(1,762)

5,389

4,539

71,860

44,697

28,570

3,221

2,530

1,567

Operating expenses:
Selling, general and administrative expenses
Depreciation and amortization
Total operating expenses
Loss from operations
Interest expense
Interest and other income
Net loss and comprehensive loss attributable to common
stockholders
Net loss per share attributable to common stockholders,
basic and diluted
Weighted-average number of shares outstanding used to
compute net loss per share attributable to
common stockholders, basic and diluted

4

75,081

47,227

30,137

(76,843)

(41,838)

(25,598)

(5,461)

(3,171)

(261)

1,821

143

213

$

(80,483) $

(44,866) $

(25,646)

$

(2.33) $

(1.71) $

(0.89)

34,579,059

26,172,848

28,718,469
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Three Months Ended,
September 30,
2020

Nine Months Ended
September 30,

2019

2020

2019

Revenue
Ecommerce revenue – net

$

48,486

$

36,914

$

97,870

$

112,645

Other revenue

2,036

954

3,933

2,627

Wholesale vehicle revenue

9,392

7,989

20,504

23,612

59,914

45,857

122,307

138,884

Cost of sales

Total revenue

56,188

46,710

111,666

139,932

Gross profit

3,726

Operating expenses:
Selling, general and administrative
expenses

(852)

24,030

16,204

10,641

(1,048)

52,109

54,236

Depreciation and amortization

1,181

888

3,258

2,184

Total operating expenses

25,211

17,092

55,367

56,420

(21,485)

(17,944)

(44,726)

(57,468)

(1,256)

(1,463)

(3,901)

(4,136)

(6,017)

1,642

Loss from operations
Interest expense
Interest and other income (expense)
Net loss and comprehensive loss
attributable to common stockholders
Net loss per share attributable to
common stockholders, basic and
diluted
Weighted-average number of shares
outstanding used to compute net loss
per share attributable to common
stockholders, basic and diluted

(579)

427

$

(23,320) $

(18,980) $

(54,644) $

(59,962)

$

(0.64) $

(0.55) $

(1.57) $

(1.71)

36,457,891

34,333,276

34,851,966

35,063,135

Consolidated Balance Sheet Data
(in thousands)
December 31,

September 30,
2020

2019

2018

Cash and cash equivalents

$

18,366

$

42,976

$

71,395

Vehicle Inventory

$

33,485

$

18,198

$

43,072

Total assets

$

77,477

$

82,769

$

138,719

Flooring line of credit

$

20,556

$

16,245

$

27,385

Total current liabilities

$

44,451

$

24,166

$

38,645

Total liabilities

$

85,760

$

39,435

$

47,527

Convertible preferred stock

$

223,631

$

223,631

$

Total stockholders’ deficit

$

5

(231,914) $

(180,297) $

213,461
(122,269)
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RISK FACTORS
An investment in our securities involves a high degree of risk. You should carefully consider the risks
described below before making an investment decision. Our business, prospects, financial condition or
operating results could be harmed by any of these risks, as well as other risks not currently known to us or that
we currently consider immaterial. The trading price of our securities could decline due to any of these risks,
and, as a result, you may lose all or part of your investment. Before deciding whether to invest in our securities
you should also refer to the other information contained in this prospectus.
Risks Relating to Our Business
General business and economic conditions, and risks related to the larger automotive ecosystem, including
consumer demand, could adversely affect the market for used cars, which could reduce our sales and
profitability.
The market for used cars in the United States is affected by general business and economic conditions.
The United States economy often experiences periods of instability, and this volatility may result in reduced
demand for our vehicles and value-added products, reduced spending on vehicles, the inability of customers to
obtain credit to finance purchases of vehicles, and decreased consumer confidence to make discretionary
purchases. Consumer purchases of vehicles generally decline during recessionary periods and other periods in
which disposable income is adversely affected.
Purchases of used vehicles are typically discretionary for consumers and have been, and may continue to
be, affected by negative trends in the economy and other factors, including rising interest rates, the cost of
energy and gasoline, the availability and cost of consumer credit, reductions in consumer confidence and fears
of recession, stock market volatility, increased regulation and increased unemployment. Increased
environmental regulation has made, and may in the future make, the used vehicles that we sell more expensive
and less desirable for consumers.
In the event of a sustained revenue decline suffered by participants in the automotive markets, our
competitors may attempt to increase their sales by reducing prices or increasing marketing expenditures, car
manufacturers may increase incentives to stimulate new car sales, and rental car companies may seek to reduce
the sizes of their rental car fleets by selling vehicles, each of which may depress used car values. Additionally,
increases in unemployment rates may increase the number of loan and lease defaults, leading to repossessions,
which are typically then re-sold by lenders in the wholesale market, which also may depress used car values.
Adverse impacts on used car values would materially and adversely affect our business, financial condition and
results of operations.
In addition, changing trends in consumer tastes, negative business and economic conditions and market
volatility may make it difficult for us to accurately forecast vehicle demand trends, which could cause us to
increase our inventory carrying costs and could materially and adversely affect our business, financial condition
and results of operations.
We participate in a highly competitive industry, and pressure from existing and new companies may
adversely affect our business and results of operations.
As described in greater detail in “Description of Business,” our business is involved in the purchase and
sale of used vehicles. Companies that provide listings, information, and lead generation, as well as car-buying
and car-selling services designed to help potential customers and to enable dealers to reach these customers,
produce significant competition to our business. Some of these companies include:
•

traditional used vehicle dealerships, including those which may increase investment in their
technology and infrastructure in order to compete directly with our digital business model;

•

large, national car dealers, such as CarMax and AutoNation, which are expanding into online sales,
including “omni-channel” offerings;

•

used car dealers or marketplaces that currently have existing ecommerce businesses or online
platforms, such as Carvana and Vroom;
6
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•

the peer-to-peer market, utilizing sites such as Facebook, Craigslist.com, eBay Motors and
Nextdoor.com; and

•

sales by rental car companies directly to consumers of used vehicles which were previously utilized
in rental fleets, such as Hertz Car Sales and Enterprise Car Sales.

Internet and online automotive sites, such as Google, Amazon, AutoTrader.com, Edmunds.com,
KBB.com, Autobytel.com, TrueCar.com, CarGurus, and Cars.com, could change their models to directly
compete with us. In addition, automobile manufacturers such as General Motors, Ford, and Volkswagen could
change their sales models to better compete with our model through technology and infrastructure investments.
While such enterprises may change their business models and endeavor to compete with us, the purchase and
sale of used vehicles through ecommerce presents unique challenges.
Our competitors also compete in the online market through companies that provide listings, information,
lead generation and car buying services designed to reach customers and enable dealers to reach these
customers and providers of offline, membership-based car buying services such as the Costco Auto Program.
We also expect that new competitors will continue to enter the traditional and ecommerce automotive retail
industry with competing brands, business models and products and services, which could have an adverse effect
on our revenue, business and financial results. For example, traditional car dealers could transition their selling
efforts to the internet, allowing them to sell vehicles across state lines and compete directly with our online
offering and no-negotiating pricing model.
Our current and potential competitors may have significantly greater financial, technical, marketing and
other resources than we have, and the ability to devote greater resources to the development, promotion and
support of their businesses, platforms, and related products and services. Additionally, they may have more
extensive automotive industry relationships, longer operating histories and greater name recognition than we
have. As a result, these competitors may be able to respond more quickly to consumer needs with new
technologies and to undertake more extensive marketing or promotional campaigns. If we are unable to compete
with these companies, the demand for our used vehicles and value-added products could substantially decline.
In addition, if one or more of our competitors were to merge or partner with another of our competitors,
the change in the competitive landscape could adversely affect our ability to compete effectively. We may not
be able to compete successfully against current or future competitors, and competitive pressures may harm our
business, financial condition and results of operations. Furthermore, if our competitors develop business
models, products or services with similar or superior functionality to our platform, it may adversely affect our
business. Additionally, our competitors could use their political influence and increase lobbying efforts to
encourage new regulations or interpretations of existing regulations that would prevent us from operating in
certain markets.
We have a history of losses and we may not achieve or maintain profitability in the future.
We have not been profitable since our inception in 2014 and had an accumulated deficit of approximately
$269.9 million as of September 30, 2020. We incurred net losses of $80.5 million and $54.6 million for the year
ended December 31, 2019 and the nine months ended September 30, 2020, respectively, as compared to $44.9
million and $59.9 million for the year ended December 31, 2018 and the nine months ended September 30,
2019, respectively.
We expect to make significant marketing and capital investments to grow and innovate our business, and
each initiative may not result in increased revenue or growth on a timely basis or at all. Such initiatives include
increasing spending on marketing, both in our existing geographic markets and in new geographic markets,
creating new logistics partnerships with dealers and vendors, investing in the expansion of our geographic
footprint across the United States, including into new states where capital investment does not assure regulatory
approval, attracting new customers, and further developing the technology used in our mobile application and
organizational infrastructure. We may also continue to incur significant losses as we grow and innovate our
business, if we are unable to grow without significantly increasing our expenses, to penetrate new and existing
markets, and to attract new customers, among other challenges.
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Our ability to become profitable in the future may also be impacted by outside forces, such as slowing
demand for used cars, weakness in the automotive retail industry generally, deteriorating macroeconomic
conditions impacting the United States and global economy, and increasing competition from new and existing
services for the purchase and sale of used cars. We may also encounter unforeseen expenses, difficulties,
complications, and delays that could adversely impact our ability to generate revenue and become profitable.
Our recent, rapid growth may not be indicative of our future growth and, if we continue to grow rapidly, we
may not be able to manage our growth effectively.
Our revenue grew from $131.8 million for the year ended December 31, 2018 to $166.2 million for the
year ended December 31, 2019. We expect that our rate of growth may decline in the future, even if our revenue
continues to increase. If we do not successfully achieve the following, our business may grow at a slower pace
or not at all:
•

increase the number of unique visitors to our website, the number of qualified visitors to our website
(i.e. those who have the intent and ability to transact), and the number of customers transacting on
or through our platform;

•

further enhance the quality of our vehicle offerings and value-added products, and introduce high
quality new offerings and features on our platform; or

•

acquire sufficient high-quality inventory at an attractive cost to meet the increasing demand for our
vehicles.

If our business continues to grow at a rapid pace, significant demands will be placed on our management
and our operational and financial resources. For example, we have hired and expect to continue to hire
additional staff and third-party vendors to support our increasing amount of customers, partners, and data,
which in turn increases the complexity of our organizational structure. We will need to improve our operational,
financial, and management controls, as well as our reporting systems and procedures, to ensure our business is
not materially adversely affected as a result. We will also require significant capital expenditures and the
allocation of valuable management resources to grow and change in these areas without undermining our
corporate culture. If we cannot manage our growth effectively to maintain the quality of our platform, customer
experience, and vehicles bought and sold, our business, financial condition, and results of operations could be
materially and adversely affected.
Additionally, our business is relatively new and has operated at a substantial scale for only a limited
period of time. Given this limited history, it is difficult to predict whether we will be able to maintain or grow
our business. Our historical revenue growth should not be considered indicative of our future performance. We
have encountered, and will continue to encounter, risks and difficulties frequently experienced by growing
companies in rapidly changing industries, including difficulties in our ability to achieve market acceptance of
our platform and attract customers, as well as increasing competition and increasing expenses as we continue to
grow our business. We also expect that our business will evolve in ways that may be difficult to predict. For
example, over time our marketing and capital investments that are intended to drive new customer traffic to our
website and mobile application may be less productive than expected. In the event of this or any other adverse
developments, our continued success will depend on our ability to successfully adjust our strategy to meet
changing market dynamics. If we are unable to do so, our business, financial condition, and results of operations
could be materially and adversely affected.
We face significant challenges in establishing our software as a platform to be used by automotive dealers.
Our business plan relies in part upon the establishment of our ecommerce solutions as a platform to be
used by existing automobile dealers, most of whom are not familiar with and have not used our software
platform, and also do not recognize our brand and corporate identity. Acceptance of our software platform by
automotive dealers will depend on many factors, including consumer acceptance of our software, price,
reliability, performance, and service accessibility and effectiveness. In addition, while none of our primary
ecommerce competitors currently offers a similar software platform to automobile dealers, there is no assurance
that competitors will not do so in the future. While we anticipate implementing this solution by the third quarter
of 2021, we can offer no assurance that we will be successful in doing so.
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We face a variety of risks associated with the operation of our inspection and reconditioning hubs.
We operate our inspection and reconditioning centers in Los Angeles, Sacramento, San Diego and San
Francisco, California and Portland, Oregon. If we are unable to operate our inspection and reconditioning hubs
efficiently, we could experience delivery delays, a decrease in the quality of our reconditioning services, delays
in listing our inventory, additional expenses and loss of potential and existing customers and related revenues,
which may materially and adversely affect our business, financial condition and results of operations.
Moreover, our future growth depends in part on scaling and expanding our inspection and reconditioning
operations. Our business model relies on centralized inspection and reconditioning hubs, each of which has a
60 mile average radius of service. We anticipate that in order to expand our geographic footprint, we will need
to open additional inspection and reconditioning hubs. If for any reason we are unable to expand our
reconditioning operations as planned, this could limit our ability to expand our geographic footprint.
Additionally, we are required to obtain approvals, permits and licenses from state regulators and local
municipalities to operate our hubs. We may face delays in obtaining the requisite approvals, permits, financing
and licenses to operate our hubs or we may not be able to obtain them at all. If we encounter delays in obtaining
or cannot obtain the requisite approvals, permits, financing and licenses to operate our hubs in desirable
locations, our business, financial condition and results of operations may be materially and adversely affected.
Our business, financial condition and results of operations have been and will continue to be adversely
affected by the recent COVID-19 outbreak.
In late 2019, a novel strain of coronavirus, now referred to as COVID-19, was identified in China. The
virus has spread globally, resulting in governmental authorities implementing protective measures, such as
travel restrictions, quarantines, shelter in place orders, and shutdowns, in order to contain its spread and reduce
its impact. This pandemic has significantly disrupted economies around the world, including the United States,
and will likely continue to cause significant disruptions. While we believe our business is well positioned to
take advantage of protective measures such as shelter-in-places orders and shutdowns, we saw a significant
decrease in sales in March 2020 and could see additional decreases if additional restrictions are implemented. In
addition, shutdowns that impact the ability of consumers to purchase vehicles, such as shutdowns of state
Departments of Motor Vehicles, could result in decreases in sales.
The COVID-19 outbreak has also significantly increased economic and demand uncertainty. For example,
increases in unemployment and reductions in disposable income are likely to result in reduced consumer
spending, including purchases of new and used cars. Additionally, disruption and volatility in the global capital
markets can increase the cost of capital and adversely impact access to capital. It is also possible that the
COVID-19 outbreak could result in additional changes that impact the market for vehicles generally. For
example, to the extent COVID-19 results in more people working remotely on a long-term basis or moving out
of densely-populated urban areas, vehicle usage may decline, which could adversely impact the demand for
vehicles.
The extent to which the COVID-19 outbreak ultimately impacts our business, financial condition and
results of operations will depend on future developments, which are highly uncertain and unpredictable,
including new information which may emerge concerning the severity and duration of the COVID-19 outbreak
and the effectiveness of actions taken to contain the COVID-19 outbreak or treat its impact, among others.
Additionally, the COVID-19 outbreak may have the effect of heightening many of the other risks described in
“Risk Factors,” including risks relating to general economic conditions.
We rely on third-party carriers to transport our vehicle inventory throughout the United States. Thus, we are
subject to business risks and costs associated with such carriers and with the transportation industry, many
of which are out of our control.
We rely on third-party carriers to transport vehicles from auctions or individual sellers to hubs, and then
from our hubs to our customers. As a result, we are exposed to risks associated with the transportation industry
such as weather, traffic patterns, local and federal regulations, vehicular crashes, gasoline prices and lack of
reliability of many independent carriers. Our third-party carriers’ failure to successfully manage our logistics
and fulfilment process could cause a disruption in our inventory supply chain and decrease our inventory sales
velocity, which may
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materially and adversely affect our business, financial condition and results of operations. In addition, thirdparty carriers who deliver vehicles to our customers could adversely affect the customer experience if they do
not perform to our standards of professionalism and courtesy, which could adversely impact our business
(including our reputation), financial condition and results of operations.
The current geographic concentration where we provide reconditioning services and store inventory creates
an exposure to local and regional downturns or severe weather or catastrophic occurrences that may
materially and adversely affect our business, financial condition, and results of operations.
We currently conduct our business through our inspection and reconditioning hubs in California and
Oregon. Any unforeseen events or circumstances that negatively affect these areas, particularly our facilities in
California, a state that has experienced significant natural disasters in the past including earthquakes and
wildfires, could materially and adversely affect our revenues and results of operations. Changes in
demographics and population or severe weather conditions and other catastrophic occurrences in areas in which
we operate or from which we obtain inventory may materially and adversely affect our results of operations.
Such conditions may result in physical damage to our properties, loss of inventory, and delays in the delivery of
vehicles to our customers. In addition, our geographic concentration means that changes in policy at the state
level, including regulatory changes and government shutdowns in response to pandemics and other crises, may
have more significant impact on our business.
If we sustain cyber-attacks or other privacy or data security incidents that result in security breaches, we
could suffer a loss of sales and increased costs, exposure to significant liability, reputational harm and other
negative consequences.
Our information technology may be subject to cyber-attacks, viruses, malicious software, break-ins, theft,
computer hacking, phishing, employee error or malfeasance or other security breaches. Hackers and data thieves
are becoming increasingly sophisticated and large-scale and complex automated attacks are becoming more
prevalent. Experienced computer programmers and hackers may be able to penetrate our security controls and
misappropriate or compromise sensitive personal, proprietary or confidential information, create system
disruptions or cause shutdowns. They also may be able to develop and deploy malicious software programs that
attack our systems or otherwise exploit any security vulnerabilities. Our systems and the data stored on those
systems also may be vulnerable to security incidents or security attacks, acts of vandalism or theft, coordinated
attacks by activist entities, misplaced or lost data, human errors, or other similar events that could negatively
affect our systems and the data stored on or transmitted by those systems, including the data of our customers or
business partners. Further, third parties that provide services to us, such as hosted solution providers, also could
be a source of security risks in the event of a failure of their own security systems and infrastructure. Our
technology infrastructure may be subject to increased risk of slowdown or interruption as a result of integration
with third-party services, including cloud services, and/or failures by such third parties, which may be out of our
control.
The costs to eliminate or address the foregoing security threats and vulnerabilities before or after a cyberincident could be significant. Our remediation efforts may not be successful and could result in interruptions,
delays or cessation of service and loss of existing or potential suppliers or players. As threats related to cyberattacks develop and grow, we may also find it necessary to make further investments to protect our data and
infrastructure, which may impact our results of operations. Although we have insurance coverage for losses
associated with cyber-attacks, as with all insurance policies, there are coverage exclusions and limitations, and
our coverage may not be sufficient to cover all possible claims, and we may still suffer losses that could have a
material adverse effect on our business (including reputational damage). We could also be negatively impacted
by existing and proposed U.S. laws and regulations, and government policies and practices related to
cybersecurity, data privacy, data localization and data protection. In the event that we or our service providers
are unable to prevent, detect, and remediate the foregoing security threats and vulnerabilities in a timely
manner, our operations could be disrupted or we could incur financial, legal or reputational losses arising from
misappropriation, misuse, leakage, falsification or intentional or accidental release or loss of information
maintained in our information systems and networks, including personal information of our employees and our
customers. In addition, outside parties may attempt to fraudulently induce our employees or employees of our
vendors to disclose sensitive information in order to gain access to our data. The number and complexity of
these threats continue to increase over time. Although we develop and maintain systems and controls designed
to prevent these events from occurring, and we have a process to identify and mitigate
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threats, the development and maintenance of these systems, controls, and processes require ongoing monitoring
and updating as technologies change and efforts to overcome security measures become more sophisticated.
Despite our efforts, the possibility of these events occurring cannot be eliminated entirely.
We may be subject to adverse impacts from the existence of copycat websites that attempt to defraud our
potential customers.
We have in the past, and may in the future, experience disruption in our business and adverse impacts to
our brand from the posting by third parties of copycat websites that attempt to imitate the branding and
functionality of our website and defraud our consumers. If we become aware of such activities, we intend to
employ technological or legal measures in an attempt to halt these operations. However, we may be unable to
detect all such activities or operations in a timely manner and, even if we do detect such activities or operations,
our attempts and implementing technological measures and seeking legal recourse from appropriate
governmental authorities may be insufficient to halt these operations. In some cases, particularly in the case of
entities operating outside of the United States, our available remedies may not be adequate to protect us or our
consumers against the impact of the operation of such websites. Regardless of whether we can successfully
enforce our rights against the operators of these websites, any measures that we may take could require us to
expend significant financial or other resources, which could harm our business, results of operations, and
financial condition. In addition, to the extent that such activity creates confusion among consumers, our brand
and business could be materially harmed.
Failure to adequately protect our intellectual property, technology and confidential information could harm
our business, financial condition and results of operations.
The protection of intellectual property, technology and confidential information is crucial to the success of
our business. We rely on a combination of patent, trademark, trade secret and copyright law, as well as
contractual restrictions, to protect our intellectual property (including our brand, technology and confidential
information). While it is our policy to protect and defend our rights to our intellectual property, we cannot
predict whether steps taken by us to protect our intellectual property will be adequate to prevent infringement,
misappropriation, dilution or other violations of our intellectual property rights. We also cannot guarantee that
others will not independently develop technology that has the same or similar functionality as our technology.
Unauthorized parties may also attempt to copy or obtain and use our technology to develop competing
solutions, and policing unauthorized use of our technology and intellectual property rights may be difficult and
may not be effective. Furthermore, we have and may face claims of infringement of third-party intellectual
property that could interfere with our ability to market, promote and sell our vehicles and related services. Any
litigation to enforce our intellectual property rights or defend ourselves against claims of infringement of thirdparty intellectual property rights could be costly, divert attention of management and may not ultimately be
resolved in our favor. Moreover, if we are unable to successfully defend against claims that we have infringed
the intellectual property rights of others, we may be prevented from using certain intellectual property and may
be liable for damages, which in turn could materially adversely affect our business, financial condition or results
of operations.
As part of our efforts to protect our intellectual property, technology and confidential information, we
require certain of our employees and consultants to enter into confidentiality and assignment of inventions
agreements, and we also require certain third parties to enter into nondisclosure agreements. These agreements
may not effectively grant all necessary rights to any inventions that may have been developed by our employees
and consultants. In addition, these agreements may not effectively prevent unauthorized use or disclosure of our
confidential information, intellectual property or technology and may not provide an adequate remedy in the
event of unauthorized use or disclosure of our confidential information, intellectual property or technology.
Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy aspects of our
website features, software and functionality or obtain and use information that we consider proprietary. Changes
in the law or adverse court rulings may also negatively affect our ability to prevent others from using our
technology.
We are currently the registrant of the shift.com internet domain name and various other related domain
names. The regulation of domain names in the United States is subject to change. Regulatory bodies could
establish additional top-level domains, appoint additional domain name registrars or modify the requirements
for holding domain names. As a result, we may not be able to acquire or maintain domain names that are
important for our business.
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In addition, the Shift® trademark is important to our business. We may not be able to protect our rights in
these trademarks and trade names, which we need in order to build name recognition with consumers. If we fail
to adequately protect or enforce our rights under this trademark, we may lose the ability to use it, or to prevent
others from using it, which could adversely harm our reputation and our business, financial condition and
results of operations. While we are actively seeking registration of the Shift trademark in the U.S., it is possible
that others may assert senior rights to similar trademarks and seek to prevent our use and registration of our
trademark in certain jurisdictions. In addition, registered or unregistered trademarks or trade names that we own
may be challenged, infringed, circumvented, declared generic, lapsed or determined to be infringing on or
dilutive of other marks. If third parties succeed in registering or developing common law rights in our
trademarks or trade names, and if we are not successful in challenging such third-party rights, we may not be
able to use these trademarks or trade names to develop brand recognition of our technologies, products or
services. If we are unable to establish name recognition based on our trademarks and trade names, we may not
be able to compete effectively. Further, it is possible that our trademark “Shift” may be deemed to be generic
and therefore ineligible for registration. If any of these event were to occur, our pending trademark application
for Shift® may not result in such mark being registered, which could adversely affect our branding, or require us
to adopt new branding, which would cause us to incur increased marketing, infrastructure and capital expense,
and all of which could adversely affect our business, financial performance and results of operations. In
addition, even if we are able to protect our trademarks, scammers may attempt to mimic our website in order to
defraud potential customers.
While software is protected under copyright law, we have chosen not to register any copyrights in our
software. We also rely on trade secret law to protect our proprietary software. In order to bring a copyright
infringement lawsuit in the United States, the copyright would need to be registered. Accordingly, the remedies
and damages available to us for unauthorized use of our software may be limited. Our trade secrets, know-how
and other proprietary materials may be revealed to the public or our competitors or independently developed by
our competitors and no longer provide protection for the related intellectual property. Furthermore, our trade
secrets, know-how and other proprietary materials may be revealed to the public or our competitors or
independently developed by our competitors and no longer provide protection for the related intellectual
property.
We are, and may in the future be, subject to legal proceedings in the ordinary course of our business. If the
outcomes of these proceedings are unfavorable to us, it could have a material adverse effect on our business,
results of operations, and financial condition.
We are subject to various litigation matters from time to time, which could materially and adversely affect
our business, financial condition and results of operations. Legal claims could be asserted against us by
governmental entities in civil or criminal investigations and proceedings, by other entities or by individuals,
either individually or through class actions. These claims could be asserted under a variety of laws, including
but not limited to consumer protection laws, consumer finance laws, labor and employment laws, intellectual
property laws, privacy laws, securities laws, employee benefit laws, tax laws, and tort laws. These actions could
expose us to adverse publicity and to substantial monetary damages and legal defense costs, injunctive relief
and criminal and civil fines and penalties, including but not limited to suspension or revocation of licenses to
conduct business.
We rely on third-party service providers to provide financing, as well as value-added products, to our
customers, and we cannot control the quality or fulfillment of these products.
We rely on third-party lenders to finance purchases of our vehicles by customers who desire or need such
financing. We also offer value-added products to our customers through third-party service providers, including
vehicle service contracts, guaranteed asset protection (“GAP”) waiver protection and wheel and tire coverage.
Because we utilize third-party service providers, we cannot control all of the factors that might affect the quality
and fulfillment of these services and products, including (i) lack of day-to-day control over the activities of
third-party service providers, (ii) that such service providers may not fulfill their obligations to us or our
customers or may otherwise fail to meet expectations, which in the case of vehicle service contracts, could
require us to refund amounts paid or underwrite the risk ourselves, and (iii) that such service providers may
terminate their arrangements with us on limited or no notice or may change the terms of these arrangements in a
manner unfavorable to us for reasons outside of our control. Such providers also are subject to state and federal
regulations and any failure by such third-party service providers to comply with applicable legal requirements
could cause us financial or reputational harm.
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Our revenues and results of operations are partially dependent on the actions of these third parties. If one
or more of these third-party service providers cease to provide these services or products to our customers,
tighten their credit standards or otherwise provide services to fewer customers or are no longer able to provide
them on competitive terms, it could have a material adverse effect on our business, revenues and results of
operations. If we were unable to replace the current third-party providers upon the occurrence of one or more of
the foregoing events, it could also have a material adverse effect on our business, revenues and results of
operations. In addition, disagreements with such third-party service providers could require or result in costly
and time-consuming litigation or arbitration.
Moreover, we receive fees from these third-party service providers in connection with finance, service and
vehicle protection products purchased by our customers. A portion of the fees we receive on such products is
subject to chargebacks in the event of early termination, default or prepayment of the contracts by endcustomers, which could adversely affect our business, revenues and results of operations.
Certain of our third-party service providers are highly regulated financial institutions, and the federal and
state laws related to financial services could have a direct or indirect materially adverse effect on our
business.
We have entered into agreements with various third-party financial institutions related to the financing by
those institutions of our customers’ vehicle purchases as well as the provision of various value-added products.
Our financial institution counterparties are subject to extensive federal and state laws and regulations related to
the provision of financial services, and their ability to provide financing and other products and services could
be materially limited or eliminated at any time as a result of financial regulatory or supervisory issues as well as
changes in federal or state laws, regulations, or guidance related to the provision of financial services. In the
event of such disruptions, our business could be materially adversely affected if we are unable in a
commercially reasonable manner to identify and enter into replacement arrangements with other institutions on
substantially similar terms as those that exist with our current providers. Moreover, we are subject to contractual
obligations requiring that we comply with, or help to facilitate compliance by our financial institution
counterparties with, a broad range of regulatory requirements and obligations, including without limitation those
related to customer data, data security, privacy, anti-money laundering, and the detection and prevention of
financial crimes. The federal and state regulators responsible for implementing and enforcing these laws and
regulations routinely examine our financial institution counterparties with respect to their compliance with such
laws and regulations, including the extent to which these institutions’ third-party relationships may present
compliance risks. Despite our best efforts to comply with all applicable regulatory and contractual obligations, it
is possible that there could be some perceived or actual deficiency in our ability to adequately satisfy financial
regulatory requirements or to serve as a contractual counterparty to a regulated financial institution. Any such
perceived or actual deficiency or risk to a regulated financial institution could result in a disruption of our
relationship with that institution as well as with other lenders and other financial services counterparties, which
could have a materially adverse impact on our business.
If the quality of our customer experience, our reputation, or our brand were negatively affected, our
business, sales, and results of operations could be materially adversely affected.
Our business model is based on our ability to enable consumers to buy and sell used vehicles through our
ecommerce platform in a seamless, transparent and hassle-free transaction. If we fail to sustain a high level of
integrity and our reputation suffers as a result, customers, partners, and vendors may lose trust in our business,
and our revenues and results of operations could be materially adversely affected. Even if, despite our best
efforts, there is a perceived deterioration in quality of our value proposition, our revenues and results of
operations could decline. Additionally, to the extent our historic rapid growth continues in the future, it may
become challenging to maintain the quality of our customer experience.
We operate a consumer-facing business and are likely to receive complaints or negative publicity about
our business. For example, we may receive complaints about our business practices, marketing and advertising
campaigns, vehicle quality, compliance with applicable laws and regulations, data privacy and security or other
aspects of our business, especially on blogs and social media websites. Such complaints, irrespective of their
validity, could diminish customer confidence in our vehicles, products, and services and adversely affect our
reputation. If we fail to correct or mitigate misinformation or negative information about any aspect of our
business in a timely manner, our business, financial condition, and results of operations could be materially
adversely effected.
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Our business is sensitive to changes in the prices of new and used vehicles.
If the retail prices for new or used vehicles significantly change, our business, financial condition, and
results of operations could be materially adversely affected. For example, if the prices of new vehicles decline
relative to the prices of used vehicles, our customers may become more likely to purchase a new vehicle rather
than a used vehicle, which could reduce our vehicle sales and lower our revenue.
A potential contributing factor to the narrowing of the price gap between new and used vehicles is
manufacturers providing incentives for the purchase of new vehicles, such as favorable financing terms.
Additionally, used vehicle prices may decline if the number of new vehicle lease returns increases in the future.
An influx of vehicle stock from rental car company bankruptcies could also cause a broader disruption in the
used vehicle market and drive down used vehicle prices. While lower used vehicle prices reduce our cost of
acquiring new inventory, lower prices could lead to reductions in the value of inventory we currently hold,
which could have a negative impact on gross profit. Moreover, any significant changes in retail prices due to
scarcity or competition for used vehicles could impact our ability to source desirable inventory for our
customers, which could have a material adverse effect on our results of operations and could result in fewer
used-car sales and lower revenue. Furthermore, any significant increases in wholesale prices for used vehicles
could have a negative impact on our results of operations by reducing wholesale margins.
Our business and inventory are dependent on our ability to correctly appraise and price vehicles we buy and
sell.
When purchasing a vehicle from us, our customers sometimes trade in their current vehicle and apply the
trade-in value towards their purchase. We also acquire vehicles from consumers independent of any purchase of
a vehicle from us. We appraise and price vehicles we buy and sell based on a field evaluation of the vehicle
using data science and proprietary algorithms based on a number of factors, including mechanical soundness,
consumer desirability and demand, vehicle history, market prices and relative value as prospective inventory. If
we are unable to correctly appraise and price both the vehicles we buy and the vehicles we sell, we may be
unable to acquire or sell inventory at attractive prices or to manage inventory effectively, and accordingly our
revenue, gross margins and results of operations would be affected, which could have a material adverse effect
on our business, financial condition and results of operations. In particular, when a customer trades in their
current vehicle and applies the trade-in value towards their purchase, our ability to effectively appraise the
vehicle based on a field evaluation is important, as we believe that unwinding a transaction due to the discovery
of a defect in the vehicle would negatively affect the customer’s experience.
Our business is dependent upon access to desirable vehicle inventory. Obstacles to acquiring attractive
inventory, whether because of supply, competition or other factors, may have a material adverse effect on our
business, financial condition, and results of operations.
In 2019, we obtained 81% of the vehicles we sell in our retail segment from customers and partners. If we
are unable to purchase a sufficient number of vehicles directly from consumer-sellers and our partners, we will
need to find alternative sources of vehicles and we may not be able to purchase vehicles of the same quality and
at the same price as the vehicles we currently purchase. A reduction in the availability of or access to sources of
inventory for any reason could have a material adverse effect on our business, financial condition and results of
operations.
Our business is dependent upon our ability to expeditiously sell inventory. Failure to expeditiously sell our
inventory could have a material adverse effect on our business, financial condition, and results of operations.
We regularly project demand for used vehicles purchased by customers on our platform and purchase
inventory in accordance with those projections. If we fail to accurately project demand, we could experience an
over-supply of used vehicle inventory that may create a downward pressure on our used vehicle sales prices and
margins. As well, an over-supply of used vehicle inventory would be expected to increase the average number
of days required to sell a unit of inventory.
Used vehicle inventory comprises the largest component of our total assets other than cash, and used
vehicle inventories generally depreciate rapidly. An increase in the average number of days required to sell a
unit of inventory could materially adversely impact our ability to liquidate inventory at prices that allow us to
recover costs and generate profit. Additionally, an increase in the rate at which customers return vehicles, which
in turn increases our used vehicle inventory, could have the same effect.
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Our ability to expand value-added product offerings and introduce additional products and services may be
limited, which could have a material adverse effect on our business, financial condition, and results of
operations.
Currently, our third-party value-added products consist of finance and vehicle protection products, which
includes third-party financing of customers’ vehicle purchases, as well as other value-added products, such as
vehicle service contracts, GAP waiver protection and wheel and tire coverage. If we introduce new value-added
products or expand existing offerings on our platform, such as insurance and/or insurance referral services,
music services or vehicle diagnostic and tracking services and maintenance, we may incur losses or otherwise
fail to enter these markets successfully. Entry into new markets may require us to compete with new companies,
cater to new customer expectations, and comply with new complex regulations and licensing requirements, each
of which will be unfamiliar. Accordingly, we could need to invest significant resources in market research, legal
counsel, and our organizational infrastructure, and a return on such investments may not be achieved for several
years, if at all. Additionally, failure to comply with applicable regulations or to obtain required licenses could
result in penalties or fines. Further, we may fail in demonstrating the value of any new value-added product to
customers, which would compromise our ability to successfully create new revenue streams or receive returns
in excess of investments. Any of these risks, if realized, could materially and adversely affect our business,
financial condition, and results of operations.
Failure to comply with federal, state and local laws and regulations relating to privacy, data protection and
consumer protection, or the expansion of current or the enactment of new laws or regulations relating to
privacy, data protection and consumer protection, as well as our actual or perceived failure to protect such
information, could harm our reputation and could adversely affect our business, financial condition and
results of operations.
We collect, store, process, and use personal information and other customer data, and we rely in part on
third parties that are not directly under our control to manage certain of these operations. For example, we rely
on encryption, storage and processing technology developed by third parties to securely transmit, operate on and
store such information. Due to the volume and sensitivity of the personal information and data we and these
third parties manage and expect to manage in the future, as well as the nature of our customer base, the security
features of our information systems are critical. We expend significant resources to protect against security
breaches and may need to expend more resources in the event we need to address problems caused by potential
breaches. Any failure or perceived failure to maintain the security of personal and other data that is provided to
us by customers and vendors could harm our reputation and brand and expose us to a risk of loss or litigation
and possible liability, any of which could adversely affect our business, financial condition and results of
operations. Additionally, concerns about our practices with regard to the collection, use or disclosure of
personal information or other privacy-related matters, even if unfounded, could harm our business, financial
condition and results of operations. We have in the past experienced security vulnerabilities, though such
vulnerabilities have not had a material impact on our operations. While we have implemented security
procedures, intrusion prevention systems, access control and emergency recovery processes to mitigate such
risks like these with respect to information systems that are under our control, they are not fail-safe and may be
subject to breaches. Further, we cannot ensure that third parties upon whom we rely for various services will
maintain sufficient vigilance and controls over their systems. Our inability to use or access those information
systems at critical points in time, or unauthorized releases of personal or confidential information, could
unfavorably impact the timely and efficient operation of our business, including our results of operations, and
our reputation, as well as our relationships with our customers, employees or other individuals whose
information may have been affected by such cybersecurity incidents.
We have in the past experienced security vulnerabilities, though such vulnerabilities have not had a
material impact on our operations. While we have implemented security procedures and virus protection
software, intrusion prevention systems, access control and emergency recovery processes to mitigate risks like
these with respect to information systems that are under our control, they are not fail-safe and may be subject to
breaches. Further, we cannot ensure that third parties upon whom we rely for various services will maintain
sufficient vigilance and controls over their systems. Our inability to use or access those information systems at
critical points in time, or unauthorized releases of personal or confidential information, could unfavorably
impact the timely and efficient operation of our business, including our results of operations, and our reputation,
as well as our relationships with our customers, employees or other individuals whose information may have
been affected by such cybersecurity incidents.
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There are numerous federal, state and local laws regarding privacy and the collection, processing, storing,
sharing, disclosing, using and protecting of personal information and other data, the scope of which are
changing, subject to differing interpretations, and which may be costly to comply with, inconsistent between
jurisdictions or conflicting with other rules. We are also subject to specific contractual requirements contained
in third-party agreements governing our use and protection of personal information and other data. We generally
seek to comply with industry standards and are subject to the terms of our privacy policies and the privacy- and
security-related obligations to third parties. We strive to comply with applicable laws, policies, legal obligations
and industry codes of conduct relating to privacy and data protection, to the extent possible. However, it is
possible that these obligations may be interpreted and applied in new ways or in a manner that is inconsistent
from one jurisdiction to another and may conflict with other rules or our practices. Additionally, new
regulations could be enacted with which we are not familiar. Any failure or perceived failure by us to comply
with our privacy policies, our privacy-related obligations to customers or other third parties, or our privacyrelated legal obligations or any compromise of security that results in the unauthorized release or transfer of
sensitive information, which may include personally identifiable information or other customer data, may result
in governmental enforcement actions, litigation or public statements against us by consumer advocacy groups or
others and could cause customers, vendors and receivable-purchasers to lose trust in us, which could have a
material adverse effect on our business, financial condition and results of operations. Additionally, if vendors,
developers or other third parties that we work with violate applicable laws or our policies, such violations may
also put customers’ or vendors’ information at risk and could in turn harm our business, financial condition and
results of operations.
We expect that new industry standards, laws and regulations will continue to be proposed and
implemented regarding privacy, data protection and information security in many jurisdictions, including the
California Consumer Privacy Act (the “CCPA”), which went into effect on January 1, 2020. We cannot yet
determine the impact of the CCPA or other such future laws, regulations and standards may have on our
business. Complying with these evolving obligations is costly. For instance, expanding definitions and
interpretations of what constitutes “personal data” (or the equivalent) within the United States may increase our
compliance costs and potential legal liability.
A significant data breach or any failure, or perceived failure, by us to comply with any federal, state or
local privacy or consumer protection-related laws, regulations or other principles or orders to which we may be
subject or other legal obligations relating to privacy or consumer protection could adversely affect our
reputation, brand and business, and may result in claims, investigations, proceedings or actions against us by
governmental entities or others or other penalties or liabilities or require us to change our operations and/or
cease using certain data sets. Depending on the nature of the information compromised, we may also have
obligations to notify users, law enforcement or payment companies about the incident and may need to provide
some form of remedy, such as refunds, for the individuals affected by the incident.
We operate in a highly regulated industry and are subject to a wide range of federal, state and local laws and
regulations. Failure to comply with these laws and regulations could have a material adverse effect on our
business, financial condition and results of operations. In addition, some of these laws establish either a
private right of action or permit private individuals and entities to enforce the same in the name of the
relevant government entity.
Our business is and will continue to be subject to a wide range of federal, state, and local laws and
regulations, some of which are novel and without relevant precedent. Such laws and regulations include, but are
not limited to:
•

state and local licensing requirements;

•

state and local titling and registration requirements;

•

state laws regulating the sale of motor vehicles and related products and services;

•

federal and state laws regulating vehicle financing;

•

federal and state consumer protection laws; and

•

federal and state data privacy laws.

The federal governmental agencies that regulate our business and have the authority to enforce such
regulations and laws against us include the U.S. Federal Trade Commission (the “FTC”), the U.S. Department
of
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Transportation, the U.S. Occupational Health and Safety Administration, the U.S. Department of Justice and the
U.S. Federal Communications Commission. For example, the FTC has jurisdiction to investigate and enforce
our compliance with certain consumer protection laws and has brought enforcement actions against auto dealers
relating to a broad range of practices, including the sale and financing of value-added or add-on products. We
are also subject to a variety of federal laws that may require us to incur costs in order to be in compliance with
such laws, including Americans with Disabilities Act of 1990, or the ADA. Additionally, we are subject to
regulation and audit by individual state dealer licensing authorities, state consumer protection agencies and state
financial regulatory agencies and are subject to a variety of state laws, including California’s Lemon Law. We
are also subject to audit by such state regulatory authorities.
Our marketing and disclosure regarding the sale and servicing of vehicles is regulated by federal, state
and local agencies, including the FTC and state attorneys general. Some of these authorities either establish a
private right of action or permit a private individual or entity to enforce on behalf of a state entity (“private
attorney general”). We have in the past experienced claims under these laws, and we may experience additional
claims in the future.
State dealer licensing authorities regulate the purchase and sale of used vehicles by dealers within their
respective states. The applicability of these regulatory and legal compliance obligations to our ecommerce
business is dependent on evolving interpretations of these laws and regulations and how our operations are, or
are not, subject to them, and we may face regulatory action if regulators believe that we are not in compliance
with such obligations. We are licensed as a dealer in California, Oregon and Washington and all of our vehicle
transactions are conducted under our California, Oregon and Washington licenses. We believe that our activities
in other states are not currently subject to their vehicle dealer licensing laws, however regulators could seek to
enforce those laws against us. In addition, if we determine or are instructed by state regulators that obtaining a
license in another state is necessary, either due to expansion or otherwise, we may not be able to obtain such a
license within the timeframe we expect or at all.
Some states regulate retail installment sales, including setting a maximum interest rate, caps on certain
fees or maximum amounts financed. In addition, certain states require that retail installment sellers file a notice
of intent or have a sales finance license or an installment sellers license in order to solicit or originate
installment sales in that state. All vehicle sale transactions and applicable retail installment financings are
conducted under our California, Oregon and Washington dealer licenses. As we seek to expand our operations
and presence into other states, we may be required to obtain additional finance or other licenses, and we may
not be able to obtain such licenses within the timeframe we expect or at all.
Any failure to renew or maintain any of the foregoing licenses would materially and adversely affect our
business, financial condition and results of operations. Many aspects of our business are subject to regulatory
regimes at the state and local level, and we may not have all licenses required to conduct business in every
jurisdiction in which we operate. Despite our belief that we are not subject to certain licensing requirements of
those state and local jurisdictions, regulators may seek to impose punitive fines for operating without a license
or demand we seek a license in those state and local jurisdictions, any of which may inhibit our ability to do
business in those state and local jurisdictions, increase our operating expenses and adversely affect our business,
financial condition and results of operations.
In addition to these laws and regulations that apply specifically to the purchase and sale of used vehicles,
our facilities and business operations are subject to laws and regulations relating to environmental protection,
occupational health and safety, and other broadly applicable business regulations. We also are subject to laws
and regulations involving taxes, tariffs, privacy and data security, anti-spam, pricing, content protection, credit
and financing, electronic contracts and communications, mobile communications, consumer protection,
information reporting requirements, unencumbered internet access to our platform, the design and operation of
websites and internet neutrality.
We are also subject to laws and regulations affecting public companies, including securities laws and
exchange listing rules. The violation of any of these laws or regulations could result in administrative, civil or
criminal penalties or in a cease-and-desist order against our business operations, any of which could damage our
reputation and have a material adverse effect on our business, financial condition and results of operations. We
have incurred and will continue to incur capital and operating expenses and other costs to comply with these
laws and regulations.
The foregoing description of laws and regulations to which we are or may be subject is not exhaustive,
and the regulatory framework governing our operations is subject to evolving interpretations and continuous
change.
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We may require additional debt and equity capital to pursue our business objectives and respond to business
opportunities, challenges or unforeseen circumstances. If such capital is not available to us, our business,
financial condition and results of operations may be materially and adversely affected.
We expect to make significant capital investments to grow and innovate our business, and our response to
business challenges and unforeseen circumstances may also require significant capital. To fund these
expenditures, we may need to conduct equity or debt financings to secure additional liquidity. There is a risk
that we may not be able to secure such additional liquidity in a timely manner, on terms which are acceptable to
us, or at all. If we raise additional funds through further issuances of equity or convertible debt securities, our
existing stockholders could suffer significant dilution, and any new equity securities we issue could have rights,
preferences and privileges superior to those of holders of our common stock.
Our flooring line of credit facility is currently guaranteed by Lithia Motors, Inc. (“Lithia” or “Lithia
Motors”) and Lithia could seek to cease guaranteeing that facility. The terms of any future debt financing may
be on less favorable economic terms or include restrictive covenants which could limit our ability to secure
additional liquidity and pursue business opportunities. Volatility in the credit markets may also have an adverse
effect on our ability to obtain debt financing and may impact the ability or willingness of our lenders or
guarantors to fulfill their obligations under their agreements with us. If we are unable to obtain adequate
financing or financing on terms satisfactory to us when we require it, we may be forced to obtain financing on
undesirable terms or our ability to continue to pursue our business objectives and to respond to business
opportunities, challenges or unforeseen circumstances could be significantly limited, and our business, financial
condition and results of operations could be materially and adversely affected.
If we fail to comply with the Telephone Consumer Protection Act, we may face significant damages, which
could harm our business, financial condition, and results of operations.
We utilize telephone calls and text messages as a means of responding to and marketing to customers
interested in purchasing, trading in and/or selling vehicles and value-added products. We generate leads from
our website and online advertising by prompting potential customers to provide their phone numbers so that we
can contact them in response to their interest in selling a vehicle, purchasing a vehicle, trading in a vehicle or
obtaining financing terms. We must ensure that our SMS texting practices comply with regulations and agency
guidance under the Telephone Consumer Protection Act (the “TCPA”), a federal statute that protects consumers
from unwanted telephone calls, faxes and text messages. While we strive to adhere to strict policies and
procedures that comply with the TCPA, the Federal Communications Commission, as the agency that
implements and enforces the TCPA, may disagree with our interpretation of the TCPA and subject us to
penalties and other consequences for noncompliance. Determination by a court or regulatory agency that our
SMS texting practices violate the TCPA could subject us to civil penalties and could require us to change some
portions of our business.
Government regulation of the internet and ecommerce is evolving, and unfavorable changes or failure by us
to comply with these regulations could substantially harm our business, financial condition and results of
operations.
Our business model relies extensively on the internet and ecommerce, and accordingly we are subject to
laws and regulations which specifically govern the internet and ecommerce. The evolution of existing laws and
regulations, and the passage of new laws and regulations, could limit how we can use the internet and
ecommerce and in turn could materially adversely affect our business, financial condition, and results of
operations. These laws and regulations may affect a number of aspects of our business, including taxes, tariffs,
privacy and data security, anti-spam, pricing, content protection, electronic contracts and communications,
mobile communications, consumer protection, information reporting requirements, unencumbered internet
access to our platform, the design and operation of websites and internet neutrality. It is not clear how existing
laws governing issues such as property ownership, sales and other taxes and consumer privacy apply to the
internet as the vast majority of these laws were adopted prior to the advent of the internet and do not
contemplate or address the unique issues raised by the internet or ecommerce. Similarly, existing laws
governing state regulation of automotive dealers largely predate the advent of the internet and it is not clear how
these laws apply to ecommerce automotive retailers. It is possible that general business regulations and laws, or
those specifically governing the internet or ecommerce, may be interpreted and applied in a manner that is
inconsistent from one market segment to another and may conflict with other rules or our practices. For
example, federal, state and local regulation regarding privacy, data protection and information security has
become more significant, and proposed or newly implemented regulations such as the CCPA may increase
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our costs of compliance. We cannot be sure that our practices have complied, comply or will comply fully with
all such laws and regulations. The enactment of new laws and regulations or the interpretation of existing laws
and regulations in an unfavorable way may affect the operation of our business, directly or indirectly, which
could result in substantial regulatory compliance costs, civil or criminal penalties, including fines, adverse
publicity, decreased revenues and increased expenses.
We actively use anonymous online data for targeting ads online and if ad networks are compelled by
regulatory bodies to limit use of this data, it could materially affect our ability to do effective performance
modeling. Any failure, or perceived failure, by us to comply with any of these laws or regulations could result
in damage to our reputation, a loss in business and proceedings or actions against us by governmental entities or
others. Any such proceeding or action could hurt our reputation, force us to spend significant amounts in
defense of these proceedings, distract our management, increase our costs of doing business, decrease the use of
our sites by customers and suppliers and result in the imposition of monetary liability. We also may be
contractually liable to indemnify and hold harmless third parties from the costs or consequences of noncompliance with any such laws or regulations. Adverse legal or regulatory developments could substantially
harm our business, our ability to attract new customers may be adversely affected, and we may not be able to
maintain or grow our revenue and expand our business as anticipated.
We are subject to risks related to online payment methods.
We accept payments, including payments on deposits and on recurring payments that are due to us,
through a variety of methods, including credit card and debit card through a third party processor. As we offer
new payment options to customers, we may be subject to additional regulations, compliance requirements or
fraud. For certain payment methods, including credit and debit cards, we pay interchange and other fees, which
may increase over time and raise our operating costs. We are also subject to payment card association operating
rules and certification requirements, including the Payment Card Industry Data Security Standard and rules
governing electronic funds transfers, which could change or be reinterpreted to make it difficult or impossible
for us to comply. As our business changes, we also may be subject to different rules under existing standards,
which may require new assessments that involve costs above what we currently pay for compliance. If we fail to
comply with the rules or requirements of any provider of a payment method we accept, if the volume of fraud in
our transactions limits or terminates our rights to use payment methods we currently accept, or if a data breach
occurs relating to our payment systems, we may, among other things, be subject to fines or higher transaction
fees and may lose, or face restrictions placed upon, our ability to accept credit card and debit card payments
from customers or facilitate other types of online payments. If any of these events were to occur, our business,
financial condition and results of operations could be materially adversely affected.
We occasionally receive orders placed with fraudulent credit card data, including stolen credit card
numbers, or from clients who have closed bank accounts or have insufficient funds in open bank accounts to
satisfy payment obligations. We may suffer losses as a result of orders placed with fraudulent credit card data
even if the associated financial institution approved payment of the orders. Under current credit card practices,
we may be liable for fraudulent credit card transactions. If we are unable to detect or control credit card or other
fraud, our liability for these transactions could harm our business, financial condition and results of operations.
If we do not adequately address our customers’ desire to utilize mobile device technology, our results of
operations could be harmed and our growth could be negatively affected.
Shift.com is a mobile-friendly website that consumers can access and utilize from their mobile devices. In
addition, we have designed and launched mobile apps (iOS) to enhance customers’ mobile experience. As
customers rely more on mobile technology for buying and selling products and services, the future success of
our business will be significantly driven by our ability to provide an effective and customer-friendly mobile
application for buying and selling used vehicles. In the year ended December 31, 2018, approximately 52% of
unique visitors to our website were attributable to mobile devices and in the year ended December 31, 2019, this
figure grew to approximately 61%. The shift to mobile technology by our users may harm our business in the
following ways:
•

customers visiting our website from a mobile device may not accept mobile technology as a viable
long-term platform to buy or sell a vehicle. This may occur for a number of reasons, including our
ability to provide the same level of website functionality to a mobile device that we provide on a
desktop computer, the actual or perceived lack of security of information on a mobile device and
possible disruptions of service or connectivity;
19

Table of Contents
•

we may be unable to provide sufficient website functionality to mobile device users, which may
cause customers using mobile devices to believe that our competitors offer superior products and
features;

•

problems may arise in developing applications for alternative devices and platforms and the need to
devote significant resources to the creation, support and maintenance of such applications; or

•

regulations related to consumer finance disclosures, including the Truth in Lending Act and the Fair
Credit Reporting Act, may be interpreted, in the context of mobile devices, in a manner which could
expose us to legal liability in the event we are found to have violated applicable laws.

If customers do not respond positively to using our mobile application, our business, financial condition,
and results of operations could be harmed.
Our future growth and profitability relies heavily on the effectiveness and efficiency of our marketing and
branding efforts, and these efforts may not be successful.
We rely heavily on marketing and advertising to attract new customers, connect with existing customers,
and further build our brand and reputation. A significant amount of our operating expenses are and will continue
to be attributed to marketing and advertising, but there is no assurance that we will achieve a significant, or even
positive, return on our investment on such expenditures, or that such expenditures will be otherwise effective.
As a result, our future growth and profitability will depend in part on:
•

the effectiveness of our performance-based digital marketing efforts;

•

the effectiveness and efficiency of our online advertising and search marketing programs in
generating consumer awareness of, and sales on, our platform;

•

our ability to prevent confusion among customers that can result from search engines that allow
competitors to use or bid on our trademarks to direct customers to competitors’ websites;

•

our ability to prevent internet publication of false or misleading information regarding our platform
or our competitors’ offerings; and

•

the effectiveness of our direct-to-consumer advertising to reduce our dependency on third-party
aggregation websites.

We currently advertise primarily through a blend of direct-advertising channels and are expanding our
brand advertising channels in the future with the goal of increasing the strength, recognition and trust in the
Shift brand and driving more unique visitors to our platform. Our marketing strategy includes performance
marketing through digital platforms, including both auto-centric lead generation platforms and broader
consumer-facing platforms. We also strategically use targeted television and radio campaigns and other local
advertising in key markets. As such, a significant component of our marketing spend involves the use of various
marketing techniques, including programmatic ad-buying, interest targeting, retargeting and email nurturing.
Future growth and profitability will depend in part on the cost and efficiency of our promotional advertising and
marketing programs and related expenditures, including our ability to create greater awareness of our platform
and brand name, to appropriately plan for future expenditures, and to drive the promotion of our platform.
Because we rely on our partner Lithia Motors for a number of support services, if our relationship with
Lithia changes, our business could be adversely affected.
We have an extensive partnership with Lithia Motors, one of the largest automobile retailers in the
United States, pursuant to which we receive a number of benefits, including favorable pricing under finance and
insurance (“F&I”) agreements, various data services and the opportunity to lease the space in which we
maintain our Portland, Oregon facility. In addition, Lithia currently serves as a guarantor under our flooring line
of credit facility. If we are unable to maintain our relationship with Lithia, Lithia may seek to terminate this
guarantee and its commercial relationship with us, and we may not be able be able to obtain replacements for
the services Lithia offers us on the same terms. In addition, if Lithia’s financial performance were to suffer for
any reason, we may no longer be able to obtain these services from Lithia, or Lithia may seek to cease
providing the guarantee under the flooring line of credit.
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We rely on internet search engines, vehicle listing sites and social networking sites to help drive traffic to our
website, and if we fail to appear prominently in the search results or fail to drive traffic through paid
advertising, our traffic would decline and our business, financial condition and results of operations could be
materially and adversely affected.
We depend in part on internet search engines, such as Google, Bing and Yahoo!, vehicle listing sites, and
social networking sites such as Facebook and Instagram, to drive traffic to our website. Our ability to maintain
and increase the number of visitors directed to our platform is not entirely within our control. Our competitors
may increase their search engine marketing efforts and outbid us for placement on various vehicle listing sites
or for search terms on various search engines, resulting in their websites receiving a higher search result page
ranking than ours. Additionally, internet search engines could revise their methodologies in a way that would
adversely affect our search result rankings. If internet search engines modify their search algorithms in ways
that are detrimental to us, if vehicle listing sites refuse to display any or all of our inventory in certain
geographic locations, or if our competitors’ efforts are more successful than ours, overall growth in our
customer base could slow or our customer base could decline. Internet search engine providers could provide
automotive dealer and pricing information directly in search results, align with our competitors or choose to
develop competing services. Our platform has experienced fluctuations in search result rankings in the past, and
we anticipate similar fluctuations in the future. We could reach a point of inventory saturation at third-party
aggregation websites whereby we will exceed the maximum allowable inventory that will require us to spend
greater than market rates to list our inventory. Any reduction in the number of users directed to our platform
through internet search engines, vehicle listings sites or social networking sites could harm our business,
financial condition and results of operations.
Our business relies on email and other messaging services, and any restrictions on the sending of emails or
messages or an inability to timely deliver such communications could materially and adversely affect our
business, financial condition and results of operations.
Our business is dependent in part upon email and other messaging services for promoting our platform
and vehicles available for purchase. Promotions offered through email and other messages sent by us are an
important part of our marketing strategy. We provide emails to customers and other visitors informing them of
the convenience and value of using our platform, as well as updates on new inventory and price updates on
listed inventory, and we believe these emails, coupled with our general marketing efforts, are an important part
of our customer experience and help generate revenue. If we are unable to successfully deliver emails or other
messages to our subscribers, or if subscribers decline to open our emails or other messages, our revenues could
be materially and adversely affected. Any changes in how webmail applications organize and prioritize email
may reduce the number of subscribers opening our emails. For example, Google’s Gmail service has a feature
that organizes incoming emails into categories (such as primary, social and promotions). Such categorization or
similar inbox organizational features may result in our emails being delivered in a less prominent location in a
subscriber’s inbox or viewed as “spam” by our subscribers and may reduce the likelihood of that subscriber
opening our emails.
In addition, actions by third parties to block, impose restrictions on or charge for the delivery of emails or
other messages could also adversely impact our business. From time to time, internet service providers or other
third parties may block bulk email transmissions or otherwise experience technical difficulties that result in our
inability to successfully deliver email or other messages to third parties. Changes in the laws or regulations that
limit our ability to send such communications or impose additional requirements upon us in connection with
sending such communications could also materially and adversely affect our business, financial condition and
results of operations. Our use of email and other messaging services to send communications about our sites or
other matters may also result in legal claims against us, which may cause us to incur increased expenses, and if
successful might result in fines and orders with costly reporting and compliance obligations or might limit or
prohibit our ability to send emails or other messages. We also rely on social networking messaging services to
send communications and to encourage customers to send communications. Changes to the terms of these social
networking services to limit promotional communications, any restrictions that would limit our ability or our
customers’ ability to send communications through their services, disruptions or downtime experienced by these
social networking services or decline in the use of or engagement with social networking services by customers
and potential customers could materially and adversely affect our business, financial condition and results of
operations.
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Seasonal and other fluctuations in our quarterly results of operations are likely and may not fully reflect the
underlying performance of our business.
We expect our quarterly results of operations, including our revenue, cash flow, and net profit or loss, to
vary significantly in the future based in part on, among other things, seasonal and cyclical patterns in vehicle
sales in the United States. Vehicle sales generally exhibit seasonality, with sales increasing in the first quarter
and continuing through the end of the summer, before exhibiting a steep drop in the fall. This seasonality
historically corresponds with the timing of income tax refunds, which can provide a primary source of funds for
customers’ payments on used vehicle purchases. Used vehicle prices also exhibit seasonality, with used vehicles
depreciating at a faster rate in the last two quarters of each year and a slower rate in the first two quarters of
each year.
Additionally, a significant portion of our expenses are fixed and do not vary proportionately with
fluctuations in revenues. In total, our results in any quarter may not be indicative of the results we may achieve
in any subsequent quarter or for the full year, and period-to-period comparisons of our results of operations may
not be meaningful.
Changes in the auto industry may threaten our business model if we are unable to adapt.
The market for used vehicles may be impacted by the significant, and likely accelerating, changes to the
broader automotive industry, which may render our existing or future business model or our ability to sell
vehicles, products, and services less competitive, unmarketable, or obsolete. In particular, ride-hailing and ridesharing services are becoming increasingly popular as a means of transportation and may decrease consumer
demand for the used vehicles we sell, particularly as urbanization increases. The availability of ride-hailing and
ride-sharing services may also encourage urban consumers to rely on public transportation, bicycles and other
alternatives to car ownership. More long-term technology is currently being developed to produce automated,
driverless vehicles that could reduce the demand for, or replace, traditional vehicles, including the used vehicles
that we acquire and sell. Furthermore, new technologies such as autonomous driving software have the potential
to change the dynamics of vehicle ownership in the future. If we are unable to or otherwise fail to successfully
adapt to such industry changes, our business, financial condition and results of operations could be materially
and adversely affected.
Prospective purchasers of vehicles may choose not to shop online, which would prevent us from growing our
business.
Our success will depend, in part, on our ability to attract additional customers who have historically
purchased vehicles through traditional dealers. The online market for vehicles is significantly less developed
than the online market for other goods and services such as books, music, travel and other consumer products. If
this market does not gain widespread acceptance, our business may suffer. Furthermore, we may have to incur
significantly higher and more sustained advertising and promotional expenditures or offer more incentives than
we currently anticipate in order to attract additional consumers to our platform and convert them into
purchasing customers. Specific factors that could prevent consumers from purchasing vehicles through our
ecommerce platform include:
•

concerns about buying vehicles without face-to-face interaction with sales personnel and the ability
to physically test-drive and examine vehicles;

•

preference for a more personal experience when purchasing vehicles;

•

insufficient level of desirable inventory;

•

pricing that does not meet consumer expectations;

•

delayed deliveries;

•

inconvenience with returning or exchanging vehicles purchased online;

•

concerns about the security of online transactions and the privacy of personal information; and

•

usability, functionality and features of our platform.

If the online market for vehicles does not continue to develop and grow, our business will not grow and
our business, financial condition and results of operations could be materially and adversely affected.
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Our business is sensitive to conditions affecting automotive manufacturers, including manufacturer recalls.
Adverse conditions affecting one or more automotive manufacturers could have a material adverse effect
on our business, financial condition and results of operations and could impact our supply of used vehicles. In
addition, manufacturer recalls are a common occurrence that have accelerated in frequency and scope in recent
years. In the instance of an open recall, we may have to temporarily remove vehicles from inventory and may be
unable to liquidate such inventory in a timely manner or at all. Because we do not have manufacturer
authorization to complete recall-related repairs, some vehicles we sell may have unrepaired safety recalls. Such
recalls, and our lack of authorization to make recall-related repairs or potential unavailability of parts needed to
make such repairs, could (i) adversely affect used vehicle sales or valuations, (ii) cause us to temporarily
remove vehicles from inventory, (iii) cause us to sell any affected vehicles at a loss, (iv) force us to incur
increased costs and (v) expose us to litigation and adverse publicity related to the sale of recalled vehicles,
which could have a material adverse effect on our business, financial condition and results of operations.
Our business is subject to the risk of natural disasters, adverse weather events and other catastrophic events,
and to interruption by manmade problems such as terrorism.
Our business is vulnerable to damage or interruption from earthquakes, fires, floods, power losses,
telecommunications failures, terrorist attacks, acts of war, global pandemics, human errors and similar events.
The third-party systems and operations on which we rely are subject to similar risks. For example, a significant
natural disaster, such as an earthquake, fire or flood, could have an adverse effect on our business, financial
condition and operating results, and our insurance coverage may be insufficient to compensate us for losses that
may occur. Acts of terrorism could also cause disruptions in our businesses, consumer demand or the economy
as a whole. We may not have sufficient protection or recovery plans in some circumstances, such as if a natural
disaster affects locations that store a significant amount of our inventory vehicles. As we rely heavily on our
computer and communications systems and the internet to conduct our business and provide high-quality
customer service, any disruptions in the same could negatively affect our ability to run our business, which
could have an adverse effect on our business, financial condition, and operating results.
We could be negatively affected if losses for which we do not have third-party insurance coverage increase or
our insurance coverages prove to be inadequate.
We maintain third party insurance coverage, subject to limits, for risks that we face in the operation of our
business that we believe is reasonable and customary for businesses of our size and type. Nevertheless, we may
incur losses that we are unable to insure against or with respect to matters for which we have determined that
obtaining insurance is not economical. Claims filed against us in excess of insurance limits, or for which we are
otherwise self-insured, or the inability of our insurance carriers to pay otherwise insured claims, could have an
adverse effect on our financial condition. These risks include the risk of theft or destruction of the vehicles we
own, which account for a substantial percentages of our net assets. In addition, insurance we maintain may not
continue to be available on terms acceptable to us and such coverage may not be adequate to cover the types of
liabilities actually incurred. A significant loss, if not covered by available insurance coverage, could materially
and adversely affect our business, financial condition and results of operations.
We may acquire other companies or technologies, which could divert our management’s attention, result in
additional dilution to our stockholders and otherwise disrupt our operations and harm our results of
operations.
Our success will depend, in part, on our ability to grow our business in response to the demands of
consumers and other constituents within the automotive industry, as well as competitive pressures. Although we
have no plans to do so currently, in some circumstances, we may determine to grow our business through the
acquisition of complementary businesses and technologies rather than through internal development. The
identification of suitable acquisition candidates can be difficult, time-consuming and costly, and we may not be
able to successfully complete identified acquisitions. The risks we face in connection with acquisitions include:
•

diversion of management time and focus from operating our business to addressing acquisition
integration challenges;
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•

coordination of technology, research and development and sales and marketing functions;

•

transition of the acquired company’s users to our platform;

•

retention of employees from the acquired company;

•

cultural challenges associated with integrating employees from the acquired company into our
organization;

•

integration of the acquired company’s accounting, management information, human resources and
other administrative systems;

•

the need to implement or improve controls, policies and procedures at a business that, prior to the
acquisition, may have lacked effective controls, policies and procedures;

•

potential write-offs of intangibles or other assets acquired in such transactions that may have an
adverse effect our results of operations;

•

liability for activities of the acquired company before the acquisition, including patent and
trademark infringement claims, violations of laws, commercial disputes, tax liabilities and other
known and unknown liabilities; and

•

litigation or other claims in connection with the acquired company, including claims from
terminated employees, customers, former stockholders or other third parties.

Our failure to address these risks or other problems encountered in connection with our past or future
acquisitions and investments could cause us to fail to realize the anticipated benefits of these acquisitions or
investments, cause us to incur unanticipated liabilities and otherwise harm our business. Future acquisitions also
could result in dilutive issuances of our equity securities, the incurrence of debt, contingent liabilities or
amortization expenses, any of which could harm our financial condition. Also, the anticipated benefits of any
acquisitions may not materialize. Any of these risks, if realized, could materially and adversely affect our
business, financial condition and results of operations.
We depend on key personnel to operate our business, and if we are unable to retain, attract and integrate
qualified personnel, our ability to develop and successfully grow our business could be harmed.
We believe our success has depended, and continues to depend, on the efforts and talents of our
executives and employees. Our future success depends on our continuing ability to attract, develop, motivate
and retain highly qualified and skilled employees. Qualified individuals are in high demand, and we may incur
significant costs to attract and retain them. In addition, the loss of any of our key employees or senior
management, including either of our Co-Chief Executive Officers, George Arison and Toby Russell, could
materially and adversely affect our ability to execute our business plan and strategy, and we may not be able to
find adequate replacements on a timely basis, or at all. Our executive officers and other employees are at-will
employees, which means they may terminate their employment relationship with us at any time, and their
knowledge of our business and industry would be extremely difficult to replace. We may not be able to retain
the services of any members of our senior management or other key employees. In response to COVID-19, we
implemented a number of measures, including office closures, social distancing measures and the institution of
work-from-home policies, designed to protect the health and safety of our workforce and proactively reduce
operating costs. In addition, approximately 10% of our workforce was placed on furlough and the salaries of our
non-furloughed employees were temporarily reduced by up to 25%. While all furloughs and salary reductions
(other than with respect to Messrs. Arison and Russell) have since ended, we may take such measures again in
the future if we face another reduction in operations due to COVID-19 or otherwise. As a result of such
measures, it is possible that we may lose a portion of our workforce. If we do not succeed in attracting wellqualified employees or retaining and motivating existing employees, our business, financial condition and
results of operations could be materially and adversely affected.
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Increases in labor costs, including wages, could adversely affect our business, financial condition and results
of operations.
The labor costs associated with our operations, including our inspection and reconditioning hubs, are
subject to many external factors, including unemployment levels, prevailing wage rates, minimum wage laws,
potential collective bargaining arrangements, health insurance costs and other insurance costs and changes in
employment and labor legislation or other workplace regulation. From time to time, legislative proposals are
made to increase the federal minimum wage in the United States, as well as the minimum wage in a number of
individual states and municipalities, and to reform entitlement programs, such as health insurance and paid
leave programs. As minimum wage rates increase or related laws and regulations change, our labor costs may
increase. Any increase in the cost of our labor could have an adverse effect on our business, financial condition
and results of operations or if we fail to pay such higher wages we could suffer increased employee turnover.
Increases in labor costs could force us to increase prices, which could adversely impact our sales. If competitive
pressures or other factors prevent us from offsetting increased labor costs by increases in prices, our profitability
may decline and could have a material adverse effect on our business, financial condition and results of
operations.
Our failure to comply with various applicable federal and state employment and labor laws and regulations
could have a material, adverse impact on our business, financial condition and results of operations.
Various federal and state employment and labor laws and regulations govern our relationships with our
employees. These laws and regulations relate to matters such as employment discrimination, wage and hour
laws, requirements to provide meal and rest periods or other benefits, family leave mandates, requirements
regarding working conditions and accommodations to certain employees, citizenship or work authorization and
related requirements, insurance and workers’ compensation rules, healthcare laws, scheduling notification
requirements and anti-discrimination and anti-harassment laws. While the scope of these laws and regulations
are subject to change in all jurisdictions, California routinely makes changes to the scope of such laws and
regulations, many of which may be strictly enforced, and some of which have been in the past, and may be in
the future, implemented on a retrospective basis (meaning we may not have an opportunity to change our
employment practices in advance to avoid non-compliance). Complying with these laws and regulations,
including ongoing changes thereto, subjects us to substantial expense and non-compliance could expose us to
significant liabilities. In particular, we have been subject to employment litigation with respect to classification
and wage and hour issues in the past. While we have not incurred material losses with respect to this litigation
in the past, we may be subject to material claims in the future.
We rely on third-party technology and information systems to complete critical business functions. If that
technology fails to adequately serve our needs, and we cannot find alternatives, it may negatively impact our
business, financial condition and results of operations.
We rely on third-party technology for certain of our critical business functions, including customer
identity verification for financing, transportation fleet telemetry, network infrastructure for hosting our website
and inventory data, software libraries, development environments and tools, services to allow customers to
digitally sign contracts and customer experience center management. Our business is dependent on the integrity,
security and efficient operation of these systems and technologies. Our systems and operations or those of our
third-party vendors and partners could be exposed to damage or interruption from, among other things, fire,
natural disaster, power loss, telecommunications failure, unauthorized entry, computer viruses, denial-of-service
attacks, acts of terrorism, human error, vandalism or sabotage, financial insolvency, bankruptcy and similar
events. The failure of these systems to perform as designed, the failure to maintain or update these systems as
necessary, the vulnerability of these systems to security breaches or attacks or the inability to enhance our
information technology capabilities, and our inability to find suitable alternatives could disrupt our operations
and have a material adverse effect on our business, financial condition and results of operations.
Our platform utilizes open-source software, and any defects or security vulnerabilities in the open-source
software could negatively affect our business.
Our platform employs open-source software, and we expect to use open-source software in the future. To
the extent that our platform depends upon the successful operation of open-source software, any undetected
errors or defects in this open-source software could prevent the deployment or impair the functionality of our
platform,
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delay the introduction of new solutions, result in a failure of our platform and injure our reputation. For
example, undetected errors or defects in open-source software could render it vulnerable to breaches or security
attacks, and, in conjunction, make our systems more vulnerable to data breaches.
In addition, the terms of various open-source licenses are sometimes ambiguous and have not been
interpreted by United States courts, and there is a risk that such licenses could be construed in a manner that
imposes unanticipated conditions or restrictions on our ability to market our platform. Some open-source
licenses might require us to make our source code available at no cost or require us to make our source code
publicly available for modifications or derivative works if our source code is based upon, incorporates, or was
created using the open-source software. While we try to insulate our proprietary code from the effects of such
open-source license provisions, we cannot guarantee we will be successful. In addition to risks related to opensource license requirements, usage of open-source software can lead to greater risks than use of third-party
commercial software, as open-source licenses generally do not provide warranties or controls on the origin of
the software. Many of the risks associated with usage of open-source software cannot be eliminated and could
materially and adversely affect our business, financial condition and results of operations.
We may be subject to claims asserting that our employees, consultants or advisors have wrongfully used or
disclosed alleged trade secrets of their current or former employers or claims asserting ownership of what we
regard as our own intellectual property.
Although we try to ensure that our employees, consultants and advisors do not use the proprietary
information or know-how of others in their work for us, we may be subject to claims that we or these
individuals have used or disclosed intellectual property, including trade secrets or other proprietary information,
of any such individual’s current or former employer. Litigation may be necessary to defend against these claims.
If we fail in defending any such claims, in addition to paying monetary damages, we may lose valuable
intellectual property rights or personnel. Even if we are successful in defending against such claims, litigation
could result in substantial costs and be a distraction to management.
In addition, while it is our policy to require our employees and contractors who may be involved in the
creation or development of intellectual property on our behalf to execute agreements assigning such intellectual
property to us, we may be unsuccessful in having all such employees and contractors execute such an
agreement. The assignment of intellectual property may not be self-executing or the assignment agreement may
be breached, and we may be forced to bring claims against third parties or defend claims that they may bring
against us to determine the ownership of what we regard as our intellectual property.
A significant disruption in service on our platform could damage our reputation and result in a loss of
customers, which could harm our brand or our business, financial condition and results of operations.
Our brand, reputation and ability to attract customers depend on the reliable performance of our platform
and the supporting systems, technology and infrastructure. We may experience significant interruptions to our
systems in the future. Interruptions in these systems, whether due to system failures, programming or
configuration errors, computer viruses or physical or electronic break-ins, could affect the availability of our
inventory on our platform and prevent or inhibit the ability of customers to access our platform. Problems with
the reliability or security of our systems could harm our reputation, result in a loss of customers and result in
additional costs.
Problems faced by our third-party web-hosting providers, such as AWS and Google Cloud, could inhibit
the functionality of our platform. For example, our third-party web-hosting providers could close their facilities
without adequate notice or suffer interruptions in service caused by cyber-attacks, natural disasters or other
phenomena. Disruption of their services could cause our website to be inoperable and could have a material
adverse effect on our business, financial condition and results of operations. Any financial difficulties, up to and
including bankruptcy, faced by our third-party web-hosting providers or any of the service providers with whom
they contract may have negative effects on our business, the nature and extent of which are difficult to predict.
In addition, if our third-party web-hosting providers are unable to keep up with our growing capacity needs, our
business, financial condition and results of operations could be harmed.
Any errors, defects, disruptions, or other performance or reliability problems with our platform could
interrupt our customers’ access to our inventory and our access to data that drives our inventory purchase
operations, which could harm our reputation or our business, financial condition and results of operations.
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We may need to recognize impairment charges related to goodwill, identified intangible assets and fixed
assets.
We are required to test goodwill and any other intangible asset with an indefinite life for possible
impairment on the same date each year and on an interim basis if there are indicators of a possible impairment.
There is significant judgment required in the analysis of a potential impairment of goodwill, identified
intangible assets and other long-lived assets. If, as a result of a general economic slowdown or deterioration in
one or more of the markets in which we operate or in our financial performance or future outlook, or if the
estimated fair value of our long-lived assets decreases, we may determine that one or more of our long-lived
assets is impaired. An impairment charge would be determined based on the estimated fair value of the assets
and any such impairment charge could have a material adverse effect on our business, financial condition and
results of operations.
Our level of indebtedness could have a material adverse effect on our ability to generate sufficient cash to
fulfill our obligations under such indebtedness, to react to changes in our business and to incur additional
indebtedness to fund future needs.
As of September 30, 2020, we had outstanding $20.6 million aggregate principal amount of borrowings
under its flooring line of credit (as defined in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Liquidity and Capital Resources”). Our interest expense was $3.9 million for the
nine months ended September 30, 2020.
If our cash flows and capital resources are insufficient to fund its debt service obligations, Shift may be
forced to reduce or delay investments and capital expenditures, or to sell assets, seek additional capital or
restructure or refinance its indebtedness. Our ability to restructure or refinance its current or future debt will
depend on the condition of the capital markets and our financial condition at such time. Any refinancing of
Shift’s debt could be at higher interest rates and may require it to comply with more onerous covenants, which
could further restrict its business operations. The terms of existing or future debt instruments may restrict Shift
from adopting some of these alternatives. Any failure to make payments of interest and principal on Shift’s
outstanding indebtedness on a timely basis or failure to comply with certain restrictions in its debt instruments,
including the maintenance of certain liquidity requirements that further restrict its cash usage, would result in a
default under its debt instruments. In the event of a default under any of Shift’s current or future debt
instruments, the lenders could elect to declare all amounts outstanding under such debt instruments to be due
and payable. Furthermore, Shift’s flooring line of credit contains customary restrictive covenants which, among
other things, restrict its ability to dispose of assets and/or use the proceeds from the disposition. Shift may not
be able to consummate any such dispositions or to obtain the proceeds that it could realize from them and these
proceeds may not be adequate to meet any debt service obligations then due.
In addition, Shift’s indebtedness under its flooring line of credit bears interest at variable rates. Because
Shift has variable rate debt, fluctuations in interest rates may affect its cash flows or business, financial
condition and results of operations. Shift may attempt to minimize interest rate risk and lower its overall
borrowing costs through the utilization of derivative financial instruments, primarily interest rate swaps.
We may be adversely affected by changes in LIBOR reporting practices or the method by which LIBOR is
determined.
As of September 30, 2020, we had approximately $45.6 million of aggregate consolidated indebtedness
that was indexed to the London Interbank Offered Rate (“LIBOR”). Central banks around the world, including
the Federal Reserve, have commissioned working groups of market participants and official sector
representatives with the goal of finding suitable replacements for LIBOR based on observable market
transactions. It is expected that a transition away from the widespread use of LIBOR to alternative rates will
occur over the course of the next few years. The U.K. Financial Conduct Authority (FCA), which regulates
LIBOR, has announced that it has commitments from panel banks to continue to contribute to LIBOR through
the end of 2021, but that it will not use its powers to compel contributions beyond such date. Accordingly, there
is considerable uncertainty regarding the publication of such rates beyond 2021. The Federal Reserve Bank of
New York and various other authorities have commenced the publication of reforms and actions relating to
alternatives to U.S. dollar LIBOR. Although the full impact of such reforms and actions, together with any
transition away from LIBOR, including the potential or actual discontinuance of LIBOR publication, remains
unclear, these changes may have a material adverse impact on the availability of financing, including LIBORbased loans, and on our financing costs.
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Risks Relating to Our Securities
Our common stock price may be volatile and the value of our common stock may decline regardless of our
operating performance, and you may not be able to resell your shares at or above the public offering price.
It is possible that an active trading market for shares of our common stock will not be sustained. If an
active trading market for our common stock is not sustained, the liquidity of our common stock, your ability to
sell your shares of our common stock when desired and the prices that you may obtain for your shares of
common stock will be adversely affected.
Many factors, some of which are outside our control, may cause the market price of our common stock to
fluctuate significantly, including those described elsewhere in this “Risk Factors” section and this prospectus, as
well as the following:
•

our operating and financial performance and prospects;

•

our quarterly or annual earnings or those of other companies in our industry compared to market
expectations;

•

conditions that impact demand for our offerings and platform, including demand in the automotive
industry generally and the performance of the third parties through whom we conduct significant
parts of our business;

•

future announcements concerning our business or our competitors’ businesses;

•

the public’s reaction to our press releases, other public announcements and filings with the SEC;

•

coverage by or changes in financial estimates by securities analysts or failure to meet their
expectations;

•

market and industry perception of our success, or lack thereof, in pursuing our growth strategy;

•

strategic actions by us or our competitors, such as acquisitions or restructurings;

•

changes in laws or regulations which adversely affect our industry or us;

•

changes in accounting standards, policies, guidance, interpretations or principles;

•

changes in senior management or key personnel;

•

issuances, exchanges, sales or stock splits, or expected issuances, exchanges, sales or stock splits of
our capital stock;

•

changes in our dividend policy;

•

adverse resolution of new or pending litigation or other claims against us; and

•

changes in general market, economic and political conditions in the United States and global
economies or financial markets, including those resulting from natural disasters, terrorist attacks,
global pandemics, acts of war and responses to such events.

As a result, volatility in the market price of our common stock may prevent investors from being able to
sell their common stock at or above the public offering price. As a result, you may suffer a loss on your
investment. Broad market and industry fluctuations, as well as general economic, political, regulatory, and
market conditions, may negatively impact the market price of our common stock. In the past, companies that
have experienced volatility in the market price of their securities have been subject to securities class action
litigation. We may be the target of this type of litigation in the future, which could result in substantial costs and
divert our management’s attention.
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We do not intend to pay dividends on our common stock for the foreseeable future.
We currently intend to retain all available funds and any future earnings to fund the development and
growth of our business. As a result, we do not anticipate declaring or paying any cash dividends on our common
stock in the foreseeable future. Any decision to declare and pay dividends in the future will be made at the
discretion of our board of directors and will depend on, among other things, our business prospects, results of
operations, financial condition, cash requirements and availability, industry trends and other factors that our
board of directors may deem relevant. Any such decision also will be subject to compliance with contractual
restrictions and covenants in the agreements governing our current indebtedness. In addition, we may incur
additional indebtedness, the terms of which may further restrict or prevent us from paying dividends on our
common stock. As a result, you may have to sell some or all of your common stock after price appreciation in
order to generate cash flow from your investment, which you may not be able to do. Our inability or decision
not to pay dividends could also adversely affect the market price of our common stock.
We may issue shares of preferred stock in the future, which could make it difficult for another company to
acquire us or could otherwise adversely affect holders of our common stock, which could depress the price of
our common stock.
Our second amended and restated certificate of incorporation authorizes us to issue one or more series of
preferred stock. Our board of directors has the authority to determine the preferences, limitations and relative
rights of the shares of preferred stock and to fix the number of shares constituting any series and the designation
of such series, without any further vote or action by our stockholders. Our preferred stock could be issued with
voting, liquidation, dividend and other rights superior to the rights of our common stock. The potential issuance
of preferred stock may delay or prevent a change in control of us, discouraging bids for our common stock at a
premium to the market price, and materially and adversely affect the market price and the voting and other
rights of the holders of our common stock.
The issuance by us of additional shares of common stock or convertible securities may dilute your ownership
of us and could adversely affect our stock price.
We may issue additional capital stock in the future that will result in dilution to all other stockholders. We
also expect to continue to grant equity awards to employees, directors and consultants under our equity
incentive plans. From time to time in the future, we may also issue additional shares of our common stock or
securities convertible into common stock pursuant to a variety of transactions, including acquisitions. The
issuance by us of additional shares of our common stock or securities convertible into our common stock would
dilute your ownership of us and the sale of a significant amount of such shares in the public market could
adversely affect prevailing market prices of our common stock.
Future sales, or the perception of future sales, by us or our existing stockholders in the public market could
cause the market price for our common stock to decline.
The sale of substantial amounts of shares of our common stock in the public market, or the perception that
such sales could occur, could harm the prevailing market price of shares of our common stock. These sales, or
the possibility that these sales may occur, also might make it more difficult for us to sell equity securities in the
future at a time and at a price that we deem appropriate.
The obligations associated with being a public company require significant resources and management
attention, and we have and will continue to incur increased costs as a result of becoming a public company.
As a public company, we face increased legal, accounting, administrative and other costs and expenses
that we did not incur as a private company. We expect to continue to incur significant costs related to operating
as a public company. We are subject to the Exchange Act, the rules and regulations implemented by the SEC,
the Sarbanes-Oxley Act, the Wall Street Reform and Consumer Protection Act of 2020 (the “Dodd-Frank Act”),
the
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Public Company Accounting Oversight Board (“PCAOB”) and the rules and standards of Nasdaq, each of
which imposes additional reporting and other obligations on public companies. As a public company, we are
required to, among other things:
•

prepare, file and distribute annual, quarterly and current reports with respect to our business and
financial condition;

•

prepare, file and distribute proxy statements and other stockholder communications;

•

hire additional financial and accounting personnel and other experienced accounting and finance
staff with the expertise to address complex accounting matters applicable to public companies;

•

institute more comprehensive financial reporting and disclosure compliance procedures;

•

involve and retain to a greater degree outside counsel and accountants to assist us with the activities
listed above;

•

enhance our investor relations function;

•

establish new internal policies, including those relating to trading in our securities and disclosure
controls and procedures;

•

comply with Nasdaq’s listing standards; and

•

comply with the Sarbanes-Oxley Act.

These rules and regulations and changes in laws, regulations and standards relating to corporate
governance and public disclosure, which have created uncertainty for public companies, have and will continue
to increase our legal and financial compliance costs and make some activities more time consuming and costly.
These laws, regulations and standards are subject to varying interpretations, in many cases due to their lack of
specificity, and, as a result, their application in practice may evolve over time as new guidance is provided by
regulatory and governing bodies. This could result in continuing uncertainty regarding compliance matters and
higher costs necessitated by ongoing revisions to disclosure and governance practices. Our investment in
compliance with existing and evolving regulatory requirements has and will continue to result in increased
administrative expenses and a diversion of management’s time and attention from revenue-generating activities
to compliance activities, which could have a material adverse effect on our business, financial condition and
results of operations.
In addition, the need to establish the corporate infrastructure demanded of a public company may also
divert management’s attention from implementing our business strategy, which could prevent us from
improving our business, financial condition and results of operations. If we do not continue to develop and
implement the right processes and tools to manage our changing enterprise and maintain our culture, our ability
to compete successfully and achieve our business objectives could be impaired, which could negatively impact
our business, financial condition and results of operations. In addition, we cannot predict or estimate the amount
of additional costs we may incur to comply with these requirements. We anticipate that these costs will
materially increase our general and administrative expenses.
Being a public company and complying with applicable rules and regulations could also make it more
difficult and more expensive for us to obtain director and officer liability insurance, and we may be required to
accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar
coverage. As a result, it may be more difficult for us to attract and retain qualified people to serve on our board
of directors, our board committees or as executive officers.
As a public reporting company, we are subject to rules and regulations established from time to time by the
SEC and Nasdaq regarding our internal control over financial reporting. If we fail to establish and maintain
effective internal control over financial reporting and disclosure controls and procedures, we may not be able
to accurately report our financial results, or report them in a timely manner.
We are a public reporting company subject to the rules and regulations established from time to time by
the SEC and Nasdaq. These rules and regulations will require, among other things, that we establish and
periodically
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evaluate procedures with respect to our internal control over financial reporting. Reporting obligations as a
public company place a considerable strain on our financial and management systems, processes and controls,
as well as on our personnel.
In addition, as a public company, we will be required to document and test our internal control over
financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act so that our management can certify as to
the effectiveness of our internal control over financial reporting. Section 404(a) of the Sarbanes-Oxley Act
(“Section 404(a)”) requires that, beginning with our second annual report following our IPO, management
assess and report annually on the effectiveness of our internal control over financial reporting and identify any
material weaknesses in our internal control over financial reporting. Additionally, Section 404(b) requires our
independent registered public accounting firm to issue an annual report that addresses the effectiveness of our
internal control over financial reporting. We expect our first Section 404(a) assessment will take place for our
annual report for the year ending December 31, 2021. We also expect to comply with Section 404(b) at that
time. We have not yet commenced the costly and challenging process of compiling the system and process
documentation necessary to perform the evaluation needed to comply with Section 404(a), and we may not be
able to complete our evaluation, testing and any required remediation in a timely fashion once initiated. Our
compliance with Section 404(a) will require that we incur substantial expenses and expend significant
management efforts. We currently do not have an internal audit group, and we will need to hire additional
accounting and financial staff with appropriate public company experience and technical accounting knowledge
and compile the system and process documentation necessary to perform the evaluation needed to comply with
Section 404(a).
If our senior management is unable to conclude that we have effective internal control over financial
reporting, or to certify the effectiveness of such controls, and our independent registered public accounting firm
cannot render an unqualified opinion on management’s assessment and the effectiveness of our internal control
over financial reporting at such time as it is required to do so, and material weaknesses in our internal control
over financial reporting are identified, we could be subject to regulatory scrutiny, a loss of public and investor
confidence, and to litigation from investors and stockholders, which could have a material adverse effect on our
business and our stock price. In addition, if we do not maintain adequate financial and management personnel,
processes and controls, we may not be able to manage our business effectively or accurately report our financial
performance on a timely basis, which could cause a decline in our common stock price and adversely affect our
business, financial condition and results of operations. Failure to comply with the Sarbanes-Oxley Act could
potentially subject us to sanctions or investigations by the SEC, Nasdaq or other regulatory authorities, which
would require additional financial and management resources.
Anti-takeover provisions in our governing 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 depress the market price of our common stock.
Our second amended and restated certificate of incorporation, second amended and restated bylaws and
Delaware law contain provisions that could have the effect of rendering more difficult, delaying or preventing
an acquisition deemed undesirable by our board of directors. Among others, our second amended and restated
certificate of incorporation and amended and restated bylaws include the following provisions:
•

limitations on convening special stockholder meetings, which could make it difficult for our
stockholders to adopt desired governance changes;

•

advance notice procedures, which apply for stockholders to nominate candidates for election as
directors or to bring matters before an annual meeting of stockholders;

•

no authorization of cumulative voting, which limits the ability of minority stockholders to elect
director candidates;

•

provides for a classified board of directors; and

•

the authorization of undesignated or “blank check” preferred stock, the terms of which may be
established and shares of which may be issued without further action by our stockholders.
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These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or
changes in our management. As a Delaware corporation, we are also subject to provisions of Delaware law,
including Section 203 of the Delaware General Corporation Law (the “DGCL”), which prevents interested
stockholders, such as certain stockholders holding more than 15% of our outstanding common stock from
engaging in certain business combinations unless (i) prior to the time such stockholder became an interested
stockholder, the board approved the transaction that resulted in such stockholder becoming an interested
stockholder, (ii) upon consummation of the transaction that resulted in such stockholder becoming an interested
stockholder, the interested stockholder owned 85% of the common stock or (iii) following board approval, the
business combination receives the approval of the holders of at least two-thirds of our outstanding common
stock not held by such interested stockholder.
Any provision of our second amended and restated certificate of incorporation, second amended and
restated bylaws or Delaware law that has the effect of delaying, preventing or deterring a change in control
could limit the opportunity for our stockholders to receive a premium for their shares of our common stock and
could also affect the price that some investors are willing to pay for our common stock.
Our second amended and restated certificate of incorporation provides that the Court of Chancery of the
State of Delaware will be the sole and exclusive forum for substantially all disputes between us and our
stockholders, and federal district courts will be the sole and exclusive forum for Securities Act claims, which
could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors,
officers or employees.
Our second amended and restated certificate of incorporation provides that, unless we consent to the
selection of an alternative forum, the Court of Chancery of the State of Delaware is the sole and exclusive
forum for: (a) any derivative action or proceeding brought on our behalf; (b) any action asserting a claim of
breach of fiduciary duty owed by any of our directors, officers or other employees to us or to our stockholders;
(c) any action asserting a claim arising pursuant to the DGCL, our second amended and restated certificate of
incorporation or our second amended and rested bylaws, or as to which the DGCL confers exclusive jurisdiction
on the Court of Chancery of the State of Delaware; or (d) any action asserting a claim governed by the internal
affairs doctrine; provided that the exclusive forum provisions will not apply to suits brought to enforce any
liability or duty created by Exchange Act or to any claim for which the federal courts have exclusive
jurisdiction. Our second amended and restated certificate of incorporation further provides that, unless we
consent in writing to the selection of an alternative forum, the federal district courts are the sole and exclusive
forum for the resolution of any complaint asserting a cause of action arising under the Securities Act, subject to
a final adjudication in the State of Delaware of the enforceability of such exclusive forum provision. The choice
of forum provisions may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable
for disputes with us or our directors, officers or other employees, which may discourage such lawsuits against
us and our directors, officers and other employees. Alternatively, if a court were to find the choice of forum
provisions contained in our second amended and restated certificate of incorporation to be inapplicable or
unenforceable in an action, we may incur additional costs associated with resolving such action in other
jurisdictions, which could harm our business, financial condition and results of operations.
If securities analysts do not publish research or reports about our company, or if they issue unfavorable
commentary about us or our industry or downgrade our common stock, the price of our common stock could
decline.
Our stock price and trading volume are heavily influenced by the way analysts and investors interpret our
financial information and other disclosures. If securities or industry analysts do not publish research or reports
about our business, delay publishing reports about our business, or publish negative reports about our business,
regardless of accuracy, our common stock price and trading volume could decline.
The trading market for our common stock depends, in part, on the research and reports that securities or
industry analysts publish about us or our business. We do not have any control over these analysts. If the
number of analysts that cover us declines, demand for our common stock could decrease and our common stock
price and trading volume may decline.
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Even if our common stock is actively covered by analysts, we do not have any control over the analysts or
the measures that analysts or investors may rely upon to forecast our future results. Over-reliance by analysts or
investors on any particular metric to forecast our future results may result in forecasts that differ significantly
from our own.
Regardless of accuracy, unfavorable interpretations of our financial information and other public
disclosures could have a negative impact on our stock price. If our financial performance fails to meet analyst
estimates, for any of the reasons discussed above or otherwise, or one or more of the analysts who cover us
downgrade our common stock or change their opinion of our common stock, our stock price would likely
decline.
If our operating and financial performance in any given period does not meet the guidance that we provide
to the public, the market price of our common stock may decline.
We may, but are not obligated to, provide public guidance on our expected operating and financial results
for future periods. Any such guidance will be comprised of forward-looking statements subject to the risks and
uncertainties described in this prospectus and in our other public filings and public statements. Our actual
results may not always be in line with or exceed any guidance we have provided, especially in times of
economic uncertainty. If, in the future, our operating or financial results for a particular period do not meet any
guidance we provide or the expectations of investment analysts, or if we reduce our guidance for future periods,
the market price of our common stock may decline. Even if we do issue public guidance, there can be no
assurance that we will continue to do so in the future.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Statements contained in this prospectus, and in any document incorporated by reference in this
prospectus, that reflect our current views with respect to future events and financial performance, business
strategies, expectations for our business and the business of the combined company, and the timing and ability
for us to complete the Merger and any other statements of a future or forward-looking nature, constitute
“forward-looking statements” for the purposes of federal securities laws. Our forward-looking statements
include, but are not limited to, statements regarding our or our management’s expectations, hopes, beliefs,
intentions or strategies regarding the future. In addition, any statements that refer to projections, forecasts or
other characterizations of future events or circumstances, including any underlying assumptions, are forwardlooking statements. The words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,”
“may,” “might,” “plan,” “possible,” “potential,” “predict,” “project,” “should,” “would,” “will,”
“approximately,” “shall” and similar expressions may identify forward-looking statements, but the absence of
these words does not mean that a statement is not forward-looking. Forward-looking statements in this
prospectus, and in any document incorporated by reference in this prospectus, may include, for example,
statements about the future financial performance of the Company.
The forward-looking statements contained in this prospectus, and in any document incorporated by
reference in this prospectus, are based on our current expectations and beliefs concerning future developments
and their potential effects on us. You should not place undue reliance on these forward-looking statements in
deciding how to invest. We cannot assure you that future developments affecting us will be those that we have
anticipated. These forward-looking statements involve a number of risks, uncertainties (some of which are
beyond our control) or other assumptions that may cause actual results or performance to be materially different
from those expressed or implied by these forward-looking statements. Should one or more of these risks or
uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary in material
respects from those projected in these forward-looking statements. Some factors that could cause actual results
to differ include, but are not limited to:
•

the ability to recognize the anticipated benefits of the Merger, which may be affected by, among
other things, competition, and the ability of the Company to grow and manage growth profitably;

•

our ability to sustain our current rate of growth;

•

our ability to establish our software as a platform to be used by automotive dealers;

•

risks relating to our inspection and reconditioning hubs;

•

impacts of COVID-19 and other pandemics;

•

our reliance on third-party carriers:

•

cyber-attacks or other privacy or data security incidents;

•

our reliance on third-party service providers to provide financing;

•

changes in the prices of new and used vehicles;

•

access to desirable vehicle inventory;

•

changes in applicable laws and regulations;

•

access to additional debt and equity capital;

•

changes in technology and consumer acceptance of such changes;

•

our reliance on internet search engines, vehicle listing sites and social networking sites to help drive
traffic to its website;

•

any restrictions on the sending of emails or messages or an inability to timely deliver such
communications;

•

seasonal and other fluctuations in our quarterly results of operations;

•

competition in the markets in which we operate;
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•

changes in the auto industry and conditions affecting automotive manufacturers;

•

natural disasters, adverse weather events and other catastrophic events;

•

our dependence on key personnel; and

•

our reliance on third-party technology and information systems.

•

other economic, business and/or competitive factors, risks and uncertainties, including those
described in the section entitled “Risk Factors” beginning on page 6.

We undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise, except as may be required under applicable securities laws.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
The unaudited pro forma combined balance sheet as of September 30, 2020 gives pro forma effect to the
Merger as if it had been consummated as of that date. The unaudited pro forma combined statements of
operations for the nine months ended September 30, 2020 and for the year ended December 31, 2019 give pro
forma effect to the Merger as if it had occurred as of January 1, 2019. This information should be read together
with Shift’s and IAC’s audited and unaudited financial statements and related notes, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and other financial information included
elsewhere in this prospectus.
The unaudited pro forma combined balance sheet as of September 30, 2020 has been prepared using the
following:
•

Shift’s unaudited historical condensed consolidated balance sheet as of September 30, 2020, as
included elsewhere in this prospectus; and

•

IAC’s unaudited historical condensed balance sheet as of September 30, 2020, as included
elsewhere in this prospectus.

The unaudited pro forma combined statement of operations for the nine months ended September 30,
2020 has been prepared using the following:
•

Shift’s unaudited historical condensed consolidated statement of operations and comprehensive loss
for the nine months ended September 30, 2020, as included elsewhere in this prospectus; and

•

IAC’s unaudited historical statement of operations for the nine months ended September 30, 2020,
as included elsewhere in this prospectus.

The unaudited pro forma combined statement of operations for the year ended December 31, 2019 has
been prepared using the following:
•

Shift’s audited historical consolidated statement of operations and comprehensive loss for the year
ended December 31, 2019, as included elsewhere in this prospectus; and

•

IAC’s audited historical statement of operations for the year ended December 31, 2019, as included
elsewhere in this prospectus.

Accounting for the Merger
The Merger is accounted for as a reverse recapitalization in accordance with U.S. GAAP. Under this
method of accounting, IAC, who was the legal acquirer in the Merger, is treated as the “acquired” company for
financial reporting purposes and Shift is treated as the accounting acquirer. This determination was primarily
based on Shift having a majority of the voting power of the Company, Shift’s senior management comprising
substantially all of the senior management of the Company, the relative size of Shift compared to IAC, and
Shift’s operations comprising the ongoing operations of the Company. Accordingly, for accounting purposes,
the Merger is treated as the equivalent of a capital transaction in which Shift is issuing stock for the net assets of
IAC. The net assets of IAC are stated at historical cost, with no goodwill or other intangible assets recorded.
Operations prior to the Merger are those of Shift.
Basis of Pro Forma Presentation
The historical financial information has been adjusted to give pro forma effect to events that are related
and/or directly attributable to the Merger, are factually supportable, and as it relates to the unaudited pro forma
combined statement of operations, are expected to have a continuing impact on the results of the Company. The
adjustments presented on the unaudited pro forma combined financial statements have been identified and
presented to provide relevant information necessary for an accurate understanding of the Company.
The unaudited pro forma combined financial information is for illustrative purposes only. The financial
results may have been different had the companies always been combined. You should not rely on the unaudited
pro forma combined financial information as being indicative of the historical financial position and results that
would
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have been achieved had the companies always been combined or the future financial position and results that
the Company will experience. Shift and IAC did not have any historical relationship prior to the Merger.
Accordingly, no pro forma adjustments were required to eliminate activities between the companies.
As a result of the Merger and immediately following the closing of the Merger, the former stockholders of
Shift owned approximately 51.2% of the Company’s outstanding common stock and the former stockholders of
IAC owned approximately 25.8% of the Company’s outstanding common stock (6.9% held by IAC’s initial
stockholders), with the remaining shares of the Company’s outstanding common stock owned by the PIPE
Investors.
As the release from escrow of the additional 6,000,218 shares of Company common stock is contingent
on the future performance of the trading price of the common stock, they have been classified as an equity
arrangement and therefore have not been recorded in the unaudited pro forma combined financial statements.
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PRO FORMA COMBINED BALANCE SHEET
AS OF SEPTEMBER 30, 2020
(UNAUDITED)
(in thousands)
(A)
Shift

(B)
IAC

Pro Forma
Adjustments

Pro Forma
Balance Sheet

Assets
Current assets:
Cash and cash equivalents

$

Accounts receivable, net

18,366

$

7,924

Inventory
Prepaid expenses and other current assets
Total Current Assets

129

$

—

152,966

(1)

189,000

(2)

(34,533)

(3)

(650)

(7)

(6,085)

(9)

$

—

33,485

—

—

2,161

110

(292)

319,193
7,924
33,485

(3)

1,979

61,936

239

—

152,966

Property and equipment, net

1,802

—

—

1,802

Capitalized website and internal use software, net

6,376

—

—

6,376

Restricted cash

1,605

—

—

Deferred borrowing costs

2,908

250

(250)

Other noncurrent assets

2,850

—

—

$

77,477

$ 153,455

$

$

23,895

$

$

Cash and marketable securities

Total Assets

300,406
(152,966)

362,581
(1)

—

1,605
(3)

2,908
2,850

147,190

$

378,122

$

23,895

Liabilities and Stockholders’ (Deficit) Equity
Current liabilities:
Accounts payable and accrued expenses
Convertible promissory note – related party

2,624

(2,624)

(3)
(7)

—

650

(650)

Flooring line of credit

20,556

—

—

Total Current Liabilities

44,451

3,274

Related party long term note

22,004

—

Warrant liability

—
20,556

(3,274)

44,451
22,004

11,021

—

(11,021)

(8)

—

Other noncurrent liabilities

8,284

—

(6,085)

(9)

2,199

Deferred underwriting fees

—

6,419

(6,419)

(3)

—

9,693

(26,799)

223,631

—

(223,631)

(5)

—

—

138,762

(138,762)

(4)

—

223,631

138,762

(362,393)

4

—

(4)

(5)

—

—

2

(2)

1

(4)

4

(5)

1

(6)

8

(1)

(6)

—

Total Liabilities

85,760

68,654

Commitments and Contingencies
Convertible preferred stock
Common stock subject to redemption

—

Stockholders’ (Deficit) Equity
Common stock
Class A common stock

Class B common stock
Additional paid-in capital

Accumulated deficit
Total Stockholders’ (Deficit) Equity
Total Liabilities, Convertible Preferred Stock,

—

1

38,023

6,501

(269,941)
(231,914)
$ 77,477

(1,502)
5,000
$ 153,455

$

188,998

(2)

—

(26,032)

(3)

138,761

(4)

222,129

(5)

11,021

(8)

579,401

1,502

(5)

(269,941)

536,382
147,190

$

309,468
378,122

Common Stock subject to redemption and
Stockholders’ (Deficit) Equity
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Pro Forma Adjustments to the Unaudited Combined Balance Sheet
(A) Derived from the unaudited condensed consolidated balance sheet of Shift as of September 30,
2020. See Shift’s unaudited condensed consolidated statements for the nine months ended
September 30, 2020 and the related notes appearing elsewhere in this prospectus.
(B) Derived from the unaudited balance sheet of IAC as of September 30, 2020. See IAC’s unaudited
condensed consolidated statements for the nine months ended September 30, 2020 and the related
notes appearing elsewhere in this prospectus.
(1) Reflects the release of cash currently invested in marketable securities held in the trust account.
(2) Reflects the proceeds received from the PIPE investment with the corresponding issuance of
18,900,000 shares of common stock of the post-combination company at $10.00 per share.
(3) Reflects the payment of fees and expenses related to the Merger of $35,075, including $6,850
attributable to the PIPE investment, $6,419 of underwriting fees payable to the placement agent in
connection with the PIPE investment, and $21,806 of legal, financial advisory, accounting and other
professional fees. These expenses are direct, incremental costs of the Merger and are reflected as an
adjustment to additional paid in capital. Transaction related expenses of $2,526 are currently
classified in accounts payable and $250 are classified as accounts payable for IAC. Transaction
related expenses of $292 are currently classified in prepaid expenses for Shift. These payments were
made with the cash released to or received by the Company at closing, as set forth in footnotes
(1) and (2).
(4) The common stock subject to redemption for cash amounting to $138,762 would be transferred to
permanent equity.
(5) Reflects the recapitalization of Shift through (a) the contribution of all the share capital in Shift to
IAC in the amount of $260,152, (b) the issuance of 42,053,631 shares of common stock and (c) the
elimination of the historical retained earnings of IAC, the legal acquirer, in the amount of $(1,502).
(6) Reflects the conversion of 6,088,338 shares of Class B common stock into 6,088,338 shares of
Class A common stock, on a 1.09 to 1 basis, at the consummation of the Business Combination.
(7) Reflects the cash repayment of convertible promissory notes to a related party.
(8) Reflects the net settlement of the outstanding warrants for shares of Class A common stock.
(9) Reflects the repayment of the promissory notes related to Paycheck Protection Program, which was
a condition of the merger agreement.
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PRO FORMA COMBINED STATEMENT OF OPERATIONS
NINE MONTHS ENDED SEPTEMBER 30, 2020
(UNAUDITED)
(in thousands, except share and per-share data)
(A)
Shift

Total revenue

(B)
IAC

$ 122,307

Cost of revenue

$

Pro Forma
Statement of
Operations

Pro Forma
Adjustments

—

$

—

$

122,307

111,666

—

—

111,666

Gross profit

10,641

—

—

10,641

Selling, general and administrative
expenses

52,109

3,415

3,258

—

Depreciation and amortization
Loss from operations

(44,726)

(3,242)

(1)

52,282

—

(3,415)

3,258
(44,899)

3,242

Other income (expense):
Interest expense

(3,901)

Interest and other income (expense)
Loss before income taxes
Provision for income taxes
Net loss
Weighted average shares outstanding of
common stock, basic and diluted
Basic and diluted net income (loss) per
share

—

(6,017)

—

(2,706)

—

(120)

(2,826) $

(54,817)
(3)

2,653
67,041,969

15,065,000
$

(6,017)

2,533

120

$ (54,644) $

(3,901)

(709)

709

(54,644)

(2)

—
$

(4)

(0.03)

(54,817)
82,106,969

$

(0.67)

PRO FORMA COMBINED STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2019
(UNAUDITED)
(in thousands, except share and per-share data)
(C)
Shift

Total revenue
Cost of revenue

(D)
IAC

$ 166,235

$

—

$

—

$

166,235

—

—

Gross loss

(1,762)

—

—

(1,762)

Selling, general and administrative
expenses

71,860

765

—

72,625

3,221

—

—

3,221

(76,843)

(765)

—

(77,608)

Depreciation and amortization
Loss from operations

167,997

Pro Forma
Statement of
Operations

Pro Forma
Adjustments

167,997

Other income (expense):
Interest income

1,821

2,593

(2,593)

Interest and other income (expense)

(5,461)

—

(Loss) income before income taxes

(80,483)

1,828

(2,593)

502

(502)

1,326

(2,091)

Provision for income taxes
Net (loss) income
Weighted average shares outstanding of
common stock, basic and diluted
Basic and diluted net income (loss) per
share

—
$ (80,483) $

15,065,000
$
40

0.13

(2)

1,821
(5,461)

—

$

67,041,969

(81,248)
(3)

—
$

(4)

(81,248)
82,106,969

$

(0.99)
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Pro Forma Adjustments to the Unaudited Combined Statements of Operations
(A) Derived from the unaudited condensed consolidated statement of operations and comprehensive
loss of Shift for the nine months ended September 30, 2020. See Shift’s unaudited condensed
consolidated statements for the nine months ended September 30, 2020 and the related notes
appearing elsewhere in this prospectus.
(B) Derived from the unaudited statement of operations of IAC for the nine months ended September
30, 2020. See IAC’s unaudited condensed consolidated statements for the nine months ended
September 30, 2020 and the related notes appearing elsewhere in this prospectus.
(C) Derived from the audited consolidated statement of operations and comprehensive loss of Shift for
the year ended December 31, 2019. See Shift’s audited consolidated statement financial statements
and the related notes appearing elsewhere in this prospectus.
(D) Derived from the audited statement of operations of IAC for the year ended December 31, 2019.
See IAC’s audited consolidated statement financial statements and the related notes appearing
elsewhere in this prospectus.
(1) Represents an adjustment to eliminate direct, incremental costs of the Business Combination which
are reflected in the historical financial statements of Shift and IAC in the amount of $0 and $3,242,
respectively, for the nine months ended September 30, 2020. There were no such amounts for the
year ended December 31, 2019.
(2) Represents an adjustment to eliminate interest income on marketable securities held in the trust
account as of the beginning of the period.
(3) Represents an adjustment to record a normalized blended statutory income tax benefit rate of 21%
for pro forma financial presentation purposes resulting in the recognition of an income tax benefit,
which however, has been offset by a full valuation allowance as the post-combination company
expects to incur continuing losses.
(4) The calculation of weighted average shares outstanding for basic and diluted net loss per share
assumes that IAC’s IPO occurred as of January 1, 2019. In addition, as the Business Combination is
being reflected as if it had occurred on this date, the calculation of weighted average shares
outstanding for basic and diluted net loss per share assumes that the shares have been outstanding
for the entire period presented. This calculation is retroactively adjusted to eliminate the number of
shares redeemed in the Merger for the entire period.
The following presents the calculation of basic and diluted weighted average common shares outstanding.
The computation of diluted loss per share excludes the effect of 7,745,000 warrants to purchase 7,745,000
shares of common stock because the inclusion of these securities would be anti-dilutive.
Combined

Weighted average shares calculation, basic and diluted
IAC public shares

15,065,000

IAC Sponsor shares

6,088,338

IAC shares issued to PIPE Investors

18,900,000

IAC shares issued in the Merger

42,053,631

Weighted average shares outstanding

82,106,969

Percent of shares owned by Shift

51.2%

Percent of shares owned by PIPE Investors

23.0%

Percent of shares owned by IAC

25.8%
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MARKET INFORMATION FOR OUR SECURITIES AND DIVIDEND POLICY
Market Information
Following the Merger, our Class A common stock and public warrants began trading on Nasdaq under the
symbols “SFT” and “SFTTW,” respectively. The last reported sale prices of our Class A common stock and
warrants on November 19, 2020 were $6.72 per share and $2.56 per warrant, respectively.
Holders
As of November 19, 2020, there were 114 holders of record of our Class A common stock and 1 holder of
record of our public warrants. Such numbers do not include beneficial owners holding our securities through
nominee names.
Dividend Policy
We have not paid any cash dividends on our common stock to date. The payment of cash dividends in the
future will depend upon our revenues and earnings, if any, capital requirements and general financial condition.
The payment of any cash dividends will be within the discretion of our board of directors at such time. Our
flooring line of credit with U.S. Bank contains certain restrictive covenants that may limit the Company’s ability
to make distributions.
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USE OF PROCEEDS
We will receive the proceeds from any exercise of any warrants for cash. Assuming the exercise of all the
warrants for cash, we will receive proceeds of approximately $89.1 million. We will not receive any proceeds
from the sale of shares of warrants or Class A common stock by the Selling Securityholders pursuant to this
prospectus. We intend to use the cash proceeds from the exercise of the warrants for general corporate purposes.
There is no assurance that the holders of the warrants will elect to exercise any or all of the warrants. To
the extent that warrants are exercised on a “cashless basis,” the amount of cash we would receive from the
exercise of warrants will decrease.
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DESCRIPTION OF BUSINESS
Overview
We are a leading end-to-end auto ecommerce platform (based on volume) transforming the used car
industry with a technology-driven, hassle-free customer experience. Our mission is to make car purchase and
ownership simple — to make buying or selling a used car fun, fair, and accessible to everyone. We provide
comprehensive, digital solutions throughout the car ownership lifecycle: finding the right car, having a test drive
brought to you before buying the car, a seamless digitally-driven purchase transaction including financing and
vehicle protection products, an efficient, digital trade-in/sale transaction, and a vision to provide high-value
support services during car ownership. Each of these steps is powered by our software solutions, mobile
transactions platform, and scalable logistics, combined with our five centralized inspection, reconditioning &
storage centers, called Hubs.

We demystify the auto purchase experience in an industry known for high-pressure sales tactics that place
the customer at a disadvantage. The traditional car buying experience is ripe for our brand of disruption: a
recent survey by Gallup indicated that only 9% of consumers trust car salespeople and according to the
DealerSocket Independent Dealership Action Report released in 2016, 81% are generally dissatisfied with the
car buying process. The peer-to-peer market for automotive sales is even less transparent and is associated with
many unknown factors that leave buyers and sellers uneasy. We use technology to eliminate guesswork and
hassle and provides a more efficient, more reliable, more convenient and more trusted alternative.
Our vision is to provide a comprehensive experience for car owners, driven by technology at every step of
the consumer lifecycle. Our continued investments in our research and discovery functionality create a platform
that draws customers to engage with our website and provide a seamless search experience. Consumers may
elect to purchase a vehicle online, through an at-home test drive, or during a test drive at one of our
reconditioning and storage Hubs. During the purchasing process, our customers access a full suite of online
financing options, vehicle service contracts, and other value add products to support the ownership experience.
Over time, we will expand our machine learning-enabled recommendation engine to help customers find the
cars best suited to them. Customer response to the Shift experience is extremely positive, resulting in a 70 Net
Promoter Score (“NPS”), an order of magnitude higher score than traditional auto retailers. These positive
experiences allow us to serve customers over the entire lifecycle of vehicle ownership and retain customers for
repeat sales and purchases. By continuing to invest in services that benefit the customer throughout the
ownership phase of the lifecycle (for example, vehicle maintenance plans), we will continue to establish a longterm customer base that will return for future transactions.
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Launched in 20142, we currently operate five West Coast Hubs capable of reaching over 85%3 of the
California population and a large portion of the Oregon population, with proven success in San Francisco, Los
Angeles and Orange County, San Diego, Sacramento, and Portland, expansion to Seattle in October 2020, and
plans to expand to additional metropolitan areas. Each region is supported by one Hub location that acts as the
central point for reconditioning and vehicle storage that also enables customers who prefer to browse inventory
onsite. In 2019, the Company had $166.2 million of revenue including an $8.5 million contra-revenue charge
related to certain milestones under our agreement with Lithia. By targeting urban, densely populated markets,
we have used direct-to-consumer digital marketing and a responsive ecommerce sales approach to grow our
market penetration to over 4% of all used car sales in its top-performing ZIP codes within the San Francisco
region. With current operations out of five West Coast Hubs, which together account for only 12%2 of the U.S.
population, we have significant runway for continued expansion.
Our differentiated strategy offers a wide variety of vehicles across the entire spectrum of model, price,
age, and mileage to ensure that we have the right car for buyers regardless of interest, need, budget, or credit.
We are the only online dealer to offer a fully omni-channel fulfillment model, led by our patented system for
managing on-demand test drives brought to customers at their preferred location, such as their home. There are
three ways to purchase a car from us:
•

On-demand test drive: We conveniently bring any car to the customer’s desired location for a noobligation, contactless test drive, usually at their home or work. If the customer chooses to purchase
the vehicle, a Shift concierge staff can process the transaction on-the-spot via a mobile app.

•

Buy online: Customers can buy a car sight-unseen without a test drive and have it delivered to
their home quickly with the same seven-day return policy as is offered on cars bought in person.

•

Hub test drive: Customers may come to one of our hub locations to see and test drive multiple
cars. When they arrive, customers can scan a QR code on each car to immediately view all relevant
details, including ownership & service history, inspection reports, vehicle history reports, and most
importantly, dynamic pricing and market price comparisons. This immediate access to all relevant
information — without having to rely on a salesman — puts customers in control.

Regardless of the approach chosen by the customer, they will be supported by friendly Shift Concierge
and Advisor team members. For all buyers, we offer a full suite of options to consumers to finance and protect
their vehicle through the only mobile point-of-sale solution on the market. Through our platform, we connect
customers to various lending partners for a completely digital end-to-end process for financing and service
products. A customer can also complete a short online prequalification form and immediately see a filtered view
of cars that meet their budget based on the financing options for which they are, statistically speaking, able to
qualify. Customers can also get approved for financing before they even test drive a car, making it much more
likely that the customer will purchase a car from us.
____________
2
3

Incorporated December 9, 2013 in the state of Delaware.
Includes metropolitan statistical area (MSA’s) within 60 miles of Shift reconditioning facilities in San Francisco,
Los Angeles, San Diego, and Sacramento.
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We focus on unit economics driven by direct vehicle acquisition channels, optimized inventory mix and
ancillary product offerings, combined with streamlined inventory onboarding, low fulfillment costs, and
centralized software. In the first quarter of 2020, we sourced over 85% of our inventory from consumer-sellers
and partners driving industry-leading margins and customer acquisition cost. Our data-driven vehicle
evaluations help ensure acquisition of the right inventory at the right price to reduce days to sale. We believe
that a differentiated ability to purchase vehicles directly from consumer-sellers as compared to our competitors,
who purchase a higher percentage through the wholesale market, provides us access to a deeper pool of scarce,
highly desirable inventory.
Sellers are able to go to shift.com, submit information on their car, and get a quote instantly. We use a
proprietary algorithm for pricing that utilizes current market information about market conditions, demand and
supply, and car option data, among other factors. Using proprietary pricing and Shift-built mobile iPad
diagnostic tools, we provide an immediate quote for a customer’s trade-in vehicle, and will schedule an ondemand evaluation at the customer’s location by a member of the Shift concierge staff. We provide selling
customers with information on market rates and, when a customer is ready to sell their car, we can digitally
initiate e-contracting and an ACH transfer and conveniently take the car on the seller’s behalf so the seller
doesn’t even have to leave his or her home to sell their car.
All of the cars we sell undergo a rigorous 150+ point mechanical inspection and reconditioning process at
one of our five regional reconditioning Hub facilities to help ensure that they’re safe, reliable, up to cosmetic
standards, and comfortable. Reconditioning standards are segmented into branded quality tiers of: Shift
Certified for newer, lower-mileage vehicles and Shift Value for lower-cost, older or higher mileage vehicles to
optimize the level of aesthetic finish for what customers care about most.
Technology Platform
We provide a superior consumer experience that breaks with traditional auto retail and is powered by
technology throughout. By using technology, we can enable a Concierge with limited exposure to the used auto
market to outperform used auto professionals with decades of experience at traditional retailers while creating a
better customer experience. Machine learning helps to optimize customer conversion by helping the customer
find the right vehicle at the right price with the right financing and service options. With only basic information,
we work to predict which cars will be most appealing and what financing options will be available for a
customer. If a customer pre-qualifies for financing, conversion rates dramatically improve.
Approximately 97% of consumer auto purchases involve online research. These consumers have
historically been forced to go offline to purchase a car because there are so few options for completing a car
purchase online. Our technology allows a consumer to complete the car buying process that they begin by
shopping online without having to set foot in a dealership. Our technology platform enables a fully mobile
digital transaction experience:
•

from at-home car searching;

•

to scheduling an on-demand test drive with the push of a button;

•

to purchasing at home or at the preferred site of a test drive; and

•

with the financing and services products expected from an industry-leading experience.

This provides a convenient, no-haggle, and streamlined transaction that customers enjoy and trust.
Likewise, the Shift technology platform for selling a car provides a seamless consumer experience.
Customers go online, enter in information about their car, and get an instant online quote. The machine
learning-driven acquisition engine predicts the price we will pay for the vehicle, the price at which we can resell
the vehicle, the level of reconditioning required to determine impact on margin and operations, and the
likelihood that consumers will purchase ancillary products in connection with the sale of the vehicle. Upon
completion, a member of the Shift concierge staff comes to the customer’s house, conducts a transaction in
person, including an electronic transfer of the funds paid to the seller of the car, and then takes away the vehicle.
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Our operations are fully powered by technology throughout all stages of the selling and buying processes.
A proprietary iPad app empowers Shift concierges to conduct evaluations, accept payment, and execute
transactions onsite and in real time electronically. The Shift app empowers mechanics by displaying a step-bystep guide for inspection and reconditioning, while tracking this data in a cloud database for real-time analytics
and decision engine processing to provide optimized reconditioning standards.
Our technology suite is critical to our scalability as it allows us to accelerate employee development and
decreases required training time, while providing a communication channel to interact with the customer and
also providing a responsive and enjoyable customer experience. It is also the first mobile point of sale for the
used car marketplace and it allows a customer to complete real-time applications for loan and service contracts,
and as a result, receive the instant results needed to complete e-contracting and transfer payment.
Industry and Market Opportunity
The U.S. used automotive market is massive, fragmented, and ripe for disruption as consumers remain
dissatisfied with the traditional purchase experience and overall consumer preferences increasingly are shifting
to online transactions.
•

Massive market: According to the Edmunds Used Vehicle Report 2019, in 2019, the U.S. used
automotive market generated $841 billion in sales from over 40 million vehicle purchases.

•

Highly fragmented: Market share in the U.S. is extremely fragmented with the largest 100 dealer
groups representing only 6% of used auto unit sales according to Automotive News. According to
the Manheim 2018 Used Car Market Report & Outlook, the peer-to-peer market represents 50% of
used auto sales.
U.S. Used Vehicle Unit Sales

•

Ripe for disruption: The used car buying process suffers from poor overall consumer
experience — highlighted by low NPS scores4 throughout the used auto retail industry — which is
attributable to opaque pricing, high pressure sales tactics, inventory of questionable and widely
varying quality, and a generally arduous and lengthy sales process. Additionally, brick-and-mortar
retailers are plagued by elevated overhead costs and capital expenditures that must be passed on to
the customer. The peer-to-peer market has even greater challenges for consumers including lack of
transparency including the possibility of fraud, logistical challenges, limited or no ability to test
drive or return vehicles, lack of financing or warranty options, and perception of dishonesty and
aggressive tactics in the sales process.

•

Limited ecommerce penetration: The used automotive market remains among the least
penetrated ecommerce markets in the U.S. with the three largest players (us, Carvana, and Vroom)
capturing less than 1% of all sales in 2019 according to the 2019 Automotive Ecommerce Report
from Digital Commerce 360. There is significant opportunity for increased penetration as that report
noted 49% of consumers reported a willingness to purchase a vehicle online.

____________
4

Customer Guru: Auto Retailer NPS of 7 calculated as average NPS of Rush Enterprises, Lithia Motors, Avis, Budget
Group, Sonic Automotive, Asbury Automotive Group, Penske Automotive Group, and AutoNation.
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U.S. ecommerce Penetration % by Industry5

•

COVID-19 pandemic: Although the ultimate impacts of COVID-19 remain uncertain and
consumer demand for autos may be impacted in a recessionary environment, a recent survey
published by Capgemini found that 46% of U.S. adults surveyed plan to use their cars more often
and public transportation less often in the future. Additionally, the pandemic is accelerating trends
of online shopping more broadly as consumers seek to avoid physical retail locations.

We are focused on the largest segment of the used car market, which comprises inventory between 3 and
10 years of age — a category that makes up approximately 84% of all used vehicle transactions based on a 2019
NIADA report. Our average sale price is approximately $16,000, which is representative of the fact that a large
number of our vehicle sales occur at a price point of under $20,000, reflecting our focus on the largest portion
of the used auto market. For 2019 and the nine months ending September 30, 2020, 81% and 83%, respectively,
of our vehicle sales were for a list price of less than $20,000. By comparison, automotive sales of less than
$20,000 comprise 57% of all sales for franchise dealers and 99% of all sales for independent dealers. We
believe this makes us well positioned to take market share from legacy auto retailers as its inventory is most
heavily concentrated in the deepest pool of demand in the used auto market. In mid-2019, to address a perceived
need in the lower price point market, we classified our inventory into two categories, Shift Value and Shift
Certified. Shift Value inventory is made up of cars that are over 8 years old or have more than 80,000 miles.
Shift Certified inventory consists of vehicles less than 8 years old with less than 80,000 miles. While all
vehicles are subjected to the same 150+ point inspection and our high mechanical and safety standards, this
segmentation allows us to focus sales and marketing strategies, as well as optimize cosmetic reconditioning
costs, for cars with a lower overall purchase price. Consumers seeking Shift Value vehicles are generally less
concerned with cosmetic deficiencies; therefore, we have focused our reconditioning on these vehicles to safety
and longevity issues, passing on savings to customers while also increasing profitability. This strategy allows us
to effectively sell select older and higher-milage inventory.
Used Car Industry Listings by Price6,7

Used Car Industry Sales by Age of Car

Providing test drives is critical to optimizing customer conversion for Shift Value cars which customers
typically prefer to test drive as compared to newer vehicles where it is less critical. In-house reconditioning
provides better control of timing and greater efficiency, especially amongst Shift Value vehicles, and provides
the ability to customize standards by distinct categories. Test drive-led omni-channel sales allow customers to
experience the individual used car prior to purchase, which can be particularly important to customers for older
used vehicles. Customer service is led by Shift Concierges that focus on providing an enjoyable experience as
well as a centralized, inside Shift Advisor team powered by data to identify customer propensity to purchase
and tailor the customer experience. Combined with unique customer-sourced inventory acquired through
proprietary software, this creates a compelling business model that is designed to scale efficiently and difficult
to replicate.
____________
5
6
7

Based on a 2018 survey by UBS Evidence Lab.
Franchise dealers based on representative set of 1.5 million listings from Vast.com.
Independent dealers based on 9,200 confirmed dealer survey responses within InfoGroup data from NIADA.

48

Table of Contents
As the U.S. used automotive market follows other industries in moving consumer transactions online and
away from traditional brick-and-mortar retail, mobile ecommerce represents an even higher growth opportunity
than broader ecommerce. Consumer preferences increasingly demand the convenience of on-demand and athome personalized experiences. These tailwinds present a compelling opportunity as we provide a test drive-led
omni-channel platform and an end-to-end mobile-first ecommerce experience that leverages data to predict
preferences and suggest our deeper inventory of scarce consumer sourced vehicles, with such tailored service to
consumers facilitated by our knowledgeable team of concierges.
We have a highly efficient capital light business model that provides service to a much broader geographic
area as compared to traditional retailers. We have a repeatable playbook for expansion to new urban markets.
We have demonstrated the effectiveness of our new market entry process, led by our technology suite, which
replicates across markets and brings on staff rapidly through the simplicity and effectiveness of our software
tools.
We continue to drive penetration in existing markets and have captured over 4% of all used car sales in
top zip codes of its most mature market, the San Francisco Area.8 Expanding share in existing markets
represents a massive opportunity for growth in itself and, coupled with new market expansion, poises us for
significant revenue expansion.
We source the most desirable cars by acquiring unique and scarce inventory directly from consumers and
from third-party partners.
•

Consumers: We source the majority of our cars directly from consumers utilizing proprietary
software, which predicts real-time market-based demand and establishes a profitable market
clearing price for vehicles.

•

Third-Party: Acquiring cars from consumer facing partners and fleet operators provides
additional scarce inventory to efficiently supplement growth while maintaining high-quality
inventory.

Competition
The used vehicle market in the United States is highly fragmented, with over 42,000 dealers nationwide as
well as a large number of transactions occurring in the peer-to-peer market. Competitors in the used vehicle
market include:
•

traditional new and used car dealerships;

•

the peer-to-peer market, utilizing sites such as Facebook, Craigslist, OfferUp, eBay Motors and
Nextdoor;

•

used car ecommerce businesses or online platforms, mainly Carvana and Vroom; and

•

sales by rental car companies directly to consumers of used vehicles which were previously utilized
in rental fleets, such as Hertz Car Sales and Enterprise Car Sales.

Our primary competitors, traditional brick-and-mortar used auto dealers, are operating under an outdated
business model, which relies on a lack of transparency, high pressure sales tactics, limited inventory, and scarce
physical locations to which the customer must travel. These drawbacks in the traditional retail model have
allowed ecommerce competitors to rapidly gain share of the used car dealer market in recent years.
Additionally, we are well-positioned to gain share from the peer-to-peer market given our focus on acquiring
inventory from consumers rather than auctions.
____________
8

Represents Shift total unit sales for ZIP codes in which Shift currently operates from San Francisco, South San
Francisco, Daly City and Brisbane, divided by total used vehicle sales in the same area.
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Our Competitive Strengths
•

Purpose-built ecommerce platform: The Shift platform was built to be an end-to-end online auto
solution for consumers who yearn for a differentiated, simple and efficient transaction. The
streamlined nature of our business allows for scalability and efficiency in costs compared to our
competitors in the auto retail industry, and technology creates a better overall experience for the
consumer.

•

Industry-leading technology: Our technology enhances the auto shopping experience while
making the process fun and easy compared to the poorly rated experience of dealing with a brickand-mortar dealer. Most customers begin their car search online and spend most of their carshopping experience online. Therefore, we believe the best way to enhance the overall process is to
provide a digitally driven omni-channel approach to not only begin, but seamlessly complete, the
car-buying experience online.

•

Unique customer-driven offerings: We are the only ecommerce used car platform that gives
customers the option to test drive a vehicle before completing their purchase. By offering customers
this ability either on-demand through the proprietary Shift app or via contactless test drive at one of
our Hubs, we are able to cover more ground with fewer locations as compared to traditional
competitors and offer a service that our ecommerce peers do not provide. Our test-drive strategy
decreases our cost to penetrate a new market, while offering customers the benefit of driving before
they buy.

•

Broad Inventory Selection Including the Shift Value Segment and Test Drives: Our unique
ecommerce-driven test-drive strategy allows us to offer inventory that includes a wide spectrum of
ages and price, rather than focusing exclusively on newer and more expensive cars. Our vehicle
acquisition technology also results in broader, more desirable inventory than would result from the
traditional focus on the auction and OEM sourcing. We focus on vehicle models over four years old,
with an average price point of approximately $16,000. We also have a differentiated “Shift Value”
segment of vehicles which are over eight years old or have more than 80,000 miles. This category
of inventory is highly-desirable to a large market segment, and counter-cyclical, with demand
increasing in poor economic conditions. Our inventory is thus diverse enough and better positioned
to weather a down economy and shifting consumer preferences. We believe to be successful in the
value segment, it is critical to own the reconditioning process and offer consumers a test drive
option during the purchase process.

Our Strategy
•

Increase Market Penetration by Creating a Customer-Centered Purchase Experience: Shift
was born from a dissatisfaction with the traditional used car-buying experience, which can feel
time-consuming, stressful, and dishonest. Our goal is to turn what is generally regarded as a
burdensome necessity into a delightful experience. We achieve this by offering customers no-haggle
pricing, and a “partner not push” buying experience. Customers may arrange for test drives
managed by a Shift Concierge, not a traditional used car salesman; unlike many traditional used car
dealers, we don’t employ pushy salespeople. In addition to performing a 150+ point inspection on
all of our vehicles, we offer customers a seven-day, 200 mile return policy. As a result, our Net
Promoter Score (a measure of customer satisfaction) of 70 is consistently higher than traditional
auto retailers.

•

Geographic Expansion: We operate five centralized inspection and reconditioning centers that
service broad areas in our geographic footprint. Our technology and logistics network allow it to
cover a broader area than traditional dealers, with an average radius of service from each Shift hub
location of 60 miles for on-demand at home test drives, and an even wider radius for online
purchases. We intend to continue to capitalize on the lower capital costs that this network makes
available to expand to additional geographic areas, primarily targeting urban, densely-populated
markets.

•

Deliver Ownership Support Throughout the Entire Lifecycle and Capitalize on Ancillary
Product Offering: We are building the capability to support the entire lifecycle of vehicle
ownership, including service, maintenance and repair. We seek to become the single company
consumers think of every time they want to do anything with a car — buy, sell, service or protect —
to make car ownership simple.
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•

Leverage Scalable Proprietary Marketplace and Logistics Platform: Not only do we use our
technology to buy, sell, and maintain the cars we sell through our own Hubs, but we have also built
modular, scalable proprietary technology solutions for a logistics management and mobile
transactions platform that can be leveraged by other car sellers including other dealers. Our vision is
to evolve into a true platform marketplace that lists and fulfills third party inventory, enabling
traditional dealers to modernize through its platform and those who might otherwise build a
traditional dealership channel to make use of the Shift platform instead. We envision enabling other
dealers to do this through Shift ‘Virtual Hubs’ so customers can get the biggest selection and best
experience, all under the Shift brand with the same trust and peace of mind. By becoming the online
destination for consumers who want to buy or sell a car, we also plan to become the platform for
dealers who want to transact with those consumers. We anticipate implementing this solution by the
third quarter of 2021.

•

Accelerate Growth Through Strategic M&A of Third-Party Inventory Sources &
Development of Our Omni-Channel Platform: The market for used cars is highly fragmented.
We intend to consider acquisitions that further our strategy of developing an omni-channel
distribution platform, combining digital delivery and strategic retail presence.

Marketing
We believe our customer base is representative of the overall market for used cars as our vehicles cover
the full spectrum of used car price points. Our sales and marketing efforts utilize a multi-channel approach, built
on a seasonality-adjusted, market-based model budget. We direct marketing to both buyers and sellers, which is
part of why we are able to acquire a majority of our inventory directly from customers. We believe our strong
customer focus ensures customer loyalty which will drive both repeat purchases and referrals. In addition to our
paid channels, we intend to attract new customers through enhancing our earned media and public relations
efforts as well as via increased brand marketing spend.
•

Buyer Marketing: We drive buyer traffic to the Shift platform with search engine optimization
and paid digital advertising such as Google, Facebook, and third-party affiliate channels.

•

Seller Marketing: Advertising to sellers through similar channels as buyers is part of what allows
us to acquire a significant portion of inventory directly from customers, which we believe is a
competitive advantage.

•

Brand Marketing: Historically, we have not invested in brand marketing for the platform as we
have focused on refining the product and optimizing unit economics. We believe spending on brand
marketing beginning in the second half of 2020 will allow us to accelerate growth as consumers
become increasingly aware of the Shift experience.

Service Providers
We utilize several third-party service providers to finance purchases of our vehicles by customers who
desire or need such financing. We also offer value-added products to our customers through third-party service
providers, including vehicle service contracts, GAP waiver protection and wheel and tire coverage. None of
these third party service providers are individually significant to our operations.
Employees
As of September 30, 2020 we had approximately 581 employees. All of our employees are W2 and none
of our employees is represented by a labor union. We consider our relationships with our employees to be good
and have not experienced any interruptions of operations due to labor disagreements.
Seasonality
We expect our quarterly results of operations, including our revenue, gross profit, profitability, if any, and
cash flow to vary significantly in the future, based in part on, among other things, consumers’ car buying
patterns. We have typically experienced higher revenue growth rates in the second and third quarters of the
calendar year than in each of the first or fourth quarters of the calendar year (2019 was an exception to these
quarterly trends, as our inventory position was highest entering 2019, which resulted in higher volume for the
first quarter 2019). We believe
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these results are due to seasonal buying patterns driven in part by the timing of income tax refunds, which we
believe are an important source of car buyers’ down payments on used vehicle purchases. We believe that an
effective brand marketing campaign will allow us to maintain sales growth through seasonality, however we
recognize that in the future our revenues may be affected by these seasonal trends as well as cyclical trends
affecting the overall economy, specifically the automotive retail industry.
Facilities
Our corporate headquarters is located in San Francisco, California, and consists of approximately 23,083
square feet of space under a lease that expires on February 28, 2022. We use these facilities for finance, legal,
human resources, information technology, engineering, product, sales and marketing and other administrative
functions.
We operate five centralized inspection, reconditioning and storage Hubs located in Los Angeles,
Sacramento, San Francisco and San Diego, California and Portland, Oregon, under leases that expire between
December 1, 2020 and July 15, 2024. Additionally, we have product and engineering personnel in the
Washington D.C. area and corporate operations in Los Angeles. Our corporate operations in Los Angeles are
co-located with our hub, while our product and engineering team in Northern Virginia is based in a co-working
office facility.
We believe our existing and planned inspection and reconditioning facilities are sufficient for our current
needs and that, should it be needed, suitable additional or alternative space will be available to accommodate
our operations.
Intellectual Property
The protection of our technology and other intellectual property is an important aspect of our business.
We seek to protect our intellectual property through patent, trademark, trade secret and copyright law, as well as
confidentiality agreements, other contractual commitments and security procedures. We generally enter into
confidentiality agreements and invention assignment agreements with our employees and consultants to control
access to, and clarify ownership of, our technology and other proprietary information.
We own one issued U.S. patent and have one pending U.S. patent application. We also have an application
pending to register Shift™ as a trademark in the United States. We regularly review our technology
development efforts and branding strategy to identify and assess the protection of new intellectual property.
Intellectual property laws, contractual commitments and security procedures provide only limited
protection, and any of our intellectual property rights may be challenged, invalidated, circumvented, infringed
or misappropriated. Further, intellectual property laws vary from country to country, and we have not sought
patents or trademark registrations outside of the United States. Therefore, in other jurisdictions, we may be
unable to protect certain of our proprietary technology, brands, or other intellectual property.
Government Regulation
Our business is and will continue to be subject to extensive U.S. federal, state and local laws and
regulations. The advertising, sale, purchase, financing and transportation of used vehicles are regulated by every
state in which we operate and by the U.S. federal government. We also are subject to state laws related to titling
and registration and wholesale vehicle sales, and our sale of value-added products is subject to state licensing
requirements, as well as federal and state consumer protection laws. These laws can vary significantly from
state to state. In addition, we are subject to regulations and laws specifically governing the internet and
ecommerce and the collection, storage and use of personal information and other customer data. We are also
subject to federal and state consumer protection laws, including the Equal Credit Opportunities Act and
prohibitions against unfair or deceptive acts or practices. The federal governmental agencies that regulate our
business and have the authority to enforce such regulations and laws against us include the FTC, the U.S.
Department of Transportation, the U.S. Occupational Health and Safety Administration, the U.S. Department of
Justice and the U.S. Federal Communications Commission. For example, the FTC has jurisdiction to investigate
and enforce our compliance with certain consumer protection laws and has brought enforcement actions against
auto dealers relating to a broad range of practices, including the sale and financing of value-added or add-on
products. Additionally, we are subject to regulation by individual state dealer licensing authorities, state
consumer protection agencies and state financial regulatory agencies. We also are subject to audit by such state
regulatory authorities.
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State dealer licensing authorities regulate the purchase and sale of used vehicles by dealers within their
respective states. The applicability of these regulatory and legal compliance obligations to our ecommerce
business is dependent on evolving interpretations of these laws and regulations and how our operations are, or
are not, subject to them. We are licensed as a dealer in California, Oregon and Washington and all of our vehicle
transactions are conducted under our California, Oregon and Washington licenses. We believe that our activities
in other states are not currently subject to their vehicle dealer licensing laws, however if we determine that
obtaining a license in another state is necessary, either due to expansion or otherwise, we may not be able to
obtain such a license within the timeframe we expect or at all.
Some states regulate retail installment sales, including setting a maximum interest rate, caps on certain
fees or maximum amounts financed. In addition, certain states require that retail installment sellers file a notice
of intent or have a sales finance license or an installment sellers license in order to solicit or originate
installment sales in that state. All of our installment sale transactions are currently conducted under our
California, Oregon or Washington dealer licenses. However, as we seek to expand to other states, we may be
required to obtain additional licenses and our ability to do so cannot be assured.
In addition to these laws and regulations that apply specifically to the sale and financing of used vehicles,
our facilities and business operations are subject to laws and regulations relating to environmental protection,
occupational health and safety, and other broadly applicable business regulations. We also are subject to laws
and regulations involving taxes, tariffs, privacy and data security, anti-spam, pricing, content protection,
electronic contracts and communications, mobile communications, consumer protection, information-reporting
requirements, unencumbered internet access to our platform, the design and operation of websites and internet
neutrality. After the closing of the merger, we will also be subject to laws and regulations affecting public
companies, including securities laws and exchange listing rules.
For a discussion of the various risks we face from regulation and compliance matters, see “Risk
Factors — Risks Related to Our Business — We operate in a highly regulated industry and are subject to a wide
range of federal, state and local laws and regulations. Failure to comply with these laws and regulations could
have a material adverse effect on our business, financial condition and results of operations”; “— Failure to
comply with federal, state and local laws and regulations relating to privacy, data protection and consumer
protection, or the expansion of current or the enactment of new laws or regulations relating to privacy, data
protection and consumer protection, as well as our actual or perceived failure to protect such information could
harm our reputation and could adversely affect our business, financial condition and results of operations”; “—
Government regulation of the internet and ecommerce is evolving, and unfavorable changes or failure by us to
comply with these regulations could substantially harm our business, financial condition and results of
operations”; and “— We are subject to risks related to online payment methods.”
Insurance
We maintain insurance policies to cover directors’ and officers’ liability, fiduciary, crime, property,
workers’ compensation, automobile, general liability and umbrella insurance.
All of our insurance policies are with third-party carriers and syndicates with financial ratings of A or
better. We and our global insurance broker regularly review our insurance policies and believe the premiums,
deductibles, coverage limits and scope of coverage under such policies are reasonable and appropriate for our
business.
Legal Proceedings
From time to time, we are subject to various claims, charges and litigation matters that arise in the
ordinary course of business. We believe these actions are a normal incident of the nature and kind of business in
which we are engaged. While it is not feasible to predict the outcome of these matters with certainty, we do not
believe that any asserted or unasserted legal claims or proceedings, individually or in the aggregate, will have a
material adverse effect on our business, financial condition, results of operations or prospects.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
You should read the following management’s discussion and analysis together with our selected historical
consolidated financial information, Shift’s audited consolidated financial statements and the related notes and
Shift’s unaudited condensed consolidated financial statements and related notes included elsewhere in this
prospectus. This discussion contains forward-looking statements about Shift’s business, operations and industry
that involve risks and uncertainties, such as statements regarding Shift’s plans, objectives, expectations and
intentions. Shift’s future results and financial condition may differ materially from those currently anticipated by
Shift as a result of the factors described in the sections entitled “Risk Factors” and “Cautionary Note
Regarding Forward-Looking Statements.” Throughout this section, unless otherwise noted “we”, “us”, “our”
and the “Company” refer to Shift and its consolidated subsidiaries.
Overview
Shift is a leading end-to-end ecommerce platform transforming the used car industry with a technologydriven, hassle-free customer experience.
Shift’s mission is to make car purchase and ownership simple — to make buying or selling a used car fun,
fair, and accessible to everyone. Shift provides comprehensive, technology-driven solutions throughout the car
ownership lifecycle:
•

finding the right car,

•

having a test drive brought to you before buying the car,

•

a seamless digitally-driven purchase transaction including financing and vehicle protection
products,

•

an efficient, fully-digital trade-in/sale transaction,

•

and a vision to provide high-value support services during car ownership.

Each of these steps is powered by Shift’s software solutions, mobile transactions platform, and scalable
logistics, combined with the Company’s five centralized inspection, reconditioning & storage centers, called
Hubs.
Shift’s vision is to provide a comprehensive experience for car owners, driven by technology at every step
of the consumer lifecycle. Our continued investments in our research and discovery functionality create a
platform that draws customers to engage with the Shift website and provide a seamless search experience.
There are three ways to purchase a car from Shift:
•

On-demand test drive: Shift conveniently brings any car to the customer’s desired location for a
no-obligation, contactless test drive, usually at their home or work. If the customer chooses to
purchase the vehicle, a Shift concierge staff can process the transaction on-the-spot via a mobile
app.

•

Buy online: Customers can buy a car sight-unseen without a test drive and have it delivered to
their home quickly with the same seven-day return policy as is offered on cars bought in person.

•

Hub test drive: Customers may come to one of Shift’s hub locations to see and test drive multiple
cars. When they arrive, customers can scan a QR code on each car to immediately view all relevant
details, including ownership & service history, inspection reports, vehicle history reports, and most
importantly, dynamic pricing and market price comparisons. This immediate access to all relevant
information — without having to rely on a salesman — puts customers in control.

Launched in 2014, Shift currently operates five West Coast Hubs capable of reaching over 85%1 of the
California population and a large portion of the Oregon population, with proven success in San Francisco, Los
Angeles and Orange County, San Diego, Sacramento, and Portland, recent expansion to Seattle in
October 2020, and plans to expand to additional metropolitan areas. Each region is supported by one Hub
location that acts as the
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central point for reconditioning and vehicle storage that also enables customers who prefer to browse inventory
onsite. In 2019, the Company had $166.2 million of revenue including an $8.5 million contra-revenue charge
related to certain milestones under our agreement with Lithia. By targeting urban, densely populated markets,
Shift has used direct-to-consumer digital marketing and a responsive ecommerce sales approach to grow its
market penetration to over 4% of all used car sales in its top-performing ZIP codes within the San Francisco
region. With current operations out of five West Coast Hubs, which together account for only 12%2 of the U.S.
population, Shift has significant runway for continued expansion.
Shift’s differentiated strategy offers a wide variety of vehicles across the entire spectrum of model, price,
age, and mileage to ensure that Shift has the right car for buyers regardless of interest, need, budget, or credit.
Shift is the only online dealer to offer a fully omni-channel fulfillment model, led by Shift’s patented system for
managing on-demand test drives brought to customers at their preferred location, such as their home.
Regardless of the approach chosen by the customer, they will be supported by friendly Shift Concierge
and Advisor team members. For all buyers, Shift offers a full suite of options to consumers to finance and
protect their vehicle through the only mobile point-of-sale solution on the market. Through our platform, we
connect customers to various lending partners for a completely digital end-to-end process for financing and
service products. A customer can also complete a short online prequalification form and immediately see a
filtered view of cars that meet their budget based on the financing options for which they are, statistically
speaking, able to qualify. Customers can also get approved for financing before they even test drive a car,
making it much more likely that the customer will purchase a car from us.
Shift focuses on unit economics driven by direct vehicle acquisition channels, optimized inventory mix
and ancillary product offerings, combined with streamlined inventory onboarding, low fulfillment costs, and
centralized software. For the nine months ended September 30, 2020, Shift sourced 89% of its inventory from
consumer-sellers and partners driving industry-leading margins and customer acquisition cost. Our data-driven
vehicle evaluations help ensure acquisition of the right inventory at the right price to reduce days to sale. We
believe that a differentiated ability to purchase vehicles directly from consumer-sellers as compared to our
competitors, who purchase a higher percentage through the wholesale market, provides Shift access to a deeper
pool of scarce, highly desirable inventory.
Sellers are able to go to Shift.com, submit information on their car, and get a quote instantly. Shift uses a
proprietary algorithm for pricing that utilizes current market information about market conditions, demand and
supply, and car option data, among other factors. Using proprietary pricing and Shift-built mobile iPad
diagnostic tools, Shift provides an immediate quote for a customer’s trade-in vehicle, and will schedule an ondemand evaluation at the customer’s location by a member of Shift’s concierge staff. Shift provides selling
customers with information on market rates and, when a customer is ready to sell their car, we can digitally
initiate e-contracting and an ACH transfer and conveniently take the car on the seller’s behalf so the seller
doesn’t even have to leave his or her home to sell their car.
Over time, we will expand our machine learning-enabled recommendation engine to help customers find
the cars best suited to them. Customer response to the Shift experience is extremely positive, resulting in a 70
Net Promoter Score (“NPS”), an order of magnitude higher score than traditional auto retailers. These positive
experiences allow Shift to serve customers over the entire lifecycle of vehicle ownership and retain customers
for repeat sales and purchases. By continuing to invest in services that benefit the customer throughout the
ownership phase of the lifecycle (for example, vehicle maintenance plans), we will continue to establish a longterm customer base that will return for future transactions.
Revenue Model
Shift’s two-sided model generates value from both the purchase and sale of vehicles along with financing
and vehicle protection products. We acquire cars directly from consumers, partners, and other sources and sell
vehicles through our ecommerce platform directly to consumers in a seamless end-to-end process. This model
captures value
____________
1

2

Includes MSA’s within 60 miles of Shift reconditioning facilities in San Francisco, Los Angeles, San Diego, and
Sacramento.
Includes MSA’s within 60 miles of Shift reconditioning facilities in San Francisco, Los Angeles, San Diego, and
Sacramento.
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from the difference in the price at which the car is acquired and sold, as well as through fees on the sale of
ancillary products such as financing, vehicle protection, and services. If a car that we purchase does not meet
our standards for retail sale, we generate revenue by selling through wholesale channels. These vehicles are
primarily acquired from customers who trade-in their existing vehicles in connection with a purchase from us.
Our revenue for the three months ended September 30, 2020 and 2019, was $59.9 million and $45.9 million,
respectively, and $122.3 million and $138.9 million for the nine months ended September 30, 2020 and 2019,
respectively. For the nine-month periods ended September 30, 2020 and 2019, respectively, revenue was
impacted by a $7.3 million and $0.5 million contra-revenue charge related to certain milestones under our
agreement with Lithia. Revenue for the years ended 2019, 2018 and 2017 was $166.2 million, $131.8 million
and $194.5 million, respectively. In 2019, our revenue was impacted by an $8.5 million contra-revenue charge
related to certain milestones under our agreement with Lithia. We expect significant growth going forward as
we expand geographically, increase market penetration, and increase ancillary product sales. Our adjusted gross
profit is equal to the revenue from vehicle sales and services less the costs associated with acquiring and
reconditioning the vehicle prior to sale. Adjusted gross profit is a non-GAAP financial measure used by our
management team to assess our business and consists of gross profit adjusted for non-cash items as set forth
below under “— Non-GAAP Financial Measures.”
Inventory Sourcing
We source the majority of our vehicles directly from consumers and partners who use the Shift platform to
resell trade-in and other vehicles. These channels provide scarce and desirable local inventory of used cars of
greater quality than those typically found at auction. In addition to those primary channels, we supplement our
vehicle acquisitions with purchases from auto auctions, as well as some vehicles sourced locally through the
trade-in program of an original equipment manufacturer (“OEM”).
Proprietary machine learning-enabled software inputs vast quantities of data across both the supply and
demand sides to optimize our vehicle acquisition strategy. As we grow volumes, we expect to improve the
performance of our model to optimize our vehicle selection and disposal. To further increase our inventory, we
intend to expand our current third party relationships and enter into new partnerships that provide significant
growth opportunities in a capital efficient manner.
Vehicle Reconditioning
All of the cars Shift sells undergo a rigorous 150+ point mechanical inspection and reconditioning process
at one of our five regional reconditioning Hub facilities to help ensure that they’re safe, reliable, up to cosmetic
standards, and comfortable. We have created two classifications of inventory for reconditioning — Value and
Certified — to optimize the level of reconditioning for each vehicle classification. This allows us to efficiently
provide each customer with the greatest value through a tailored reconditioning approach. Value cars are
typically sold at a lower price point and are sought after by consumers who have different expectations and
tolerances for cosmetic reconditioning standards — therefore, we focus on mechanical and safety issues for
these vehicles, with less emphasis on cosmetic repair, in order to optimize reconditioning costs. This key
component of our reconditioning process impacts our ability to grow profitably and is a primary factor in our
decision to conduct reconditioning in-house. With a 60-mile test drive service radius from our hub to a
customer’s home, each reconditioning facility is able to cover a large geographic range and service the
surrounding metropolitan area. We plan to grow our reconditioning center network as we expand geographically
and launch new markets.
Logistics Network
The primary component of our logistics network consists of intra-city concierge personnel and inter-city
third-party carriers. Shift concierges are able to transport vehicles to and from customers, while providing a
customer friendly white glove experience, including delivery, disposal, and at-home test drives. This provides
the benefit of a seamless experience as well as an on-site sales support agent to guide the customer through the
process. Our agreements with long distance haulers allow us to combine the nodes in our network and deliver
vehicles between cities. Strategically, this provides customers with a broad set of inventory and a great speed of
delivery.
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Financing and Vehicle Protection Products
We generate revenue by earning no obligation referral fees for selling ancillary products to customers that
purchase vehicles through the Shift platform. Since we earn fees for the financing and vehicle protection
products we sell, also referred to as finance and insurance (“F&I”), our gross profit on these items is equal to
the revenue we generate for the sale of those. Our current offering consists of financing from third-party
lenders, guaranteed asset protection (“GAP”) waiver, and tire and wheel protection services. We plan to offer
additional third-party products to provide a greater product offering to customers and expect these products to
contribute to reaching our revenue and profitability targets.
Factors Affecting our Business Performance
Various trends and other factors have affected and may continue to affect our business, financial condition
and operating results, including:
Deeper Market Penetration Within Our Existing Markets
We believe that there remains a large opportunity to capture additional market share within our existing
service areas. We’ve proven our ability to command a strong market share through effective marketing
channels, as demonstrated by our current market share in our most established cities in the San Francisco area,
where we represent over 4% of the used car sales market.3 We believe that with effective brand marketing, we
will be able to reach similar market penetration in our other geographic markets.
Expansion into New Markets
We believe that a phased, capital efficient, expansion model results in the most cost-effective new market
launch strategy in the industry. Our approach to market expansion is to implement controlled launches to
expand our existing service territory. This approach both bolsters our existing markets (with new inventory
being acquired in nearby cities), while simultaneously providing the new market with the local talent and
resources required for a successful launch.
Improvements in Technology Platform
We are constantly investing in our technology platform to improve both customer experience and our
business performance. We regularly implement changes to our software to help customers find the right car for
them, while the machine learning component of our inventory and pricing model ensures we get the right cars at
the right price. As our algorithms evolve, we are able to better monetize our inventory of vehicles through better
pricing, while simultaneously customers are much more likely to purchase a car on our website, thus driving
higher demand and sales volume.
Improvements in Reconditioning Processes
We learned early on from our experience in the used car sales business that to be a reliable used car
resource with desirable inventory for all customer types, we needed to control our own reconditioning
processes. Our reconditioning program has constantly improved over the course of our history, and we are
happy with what we have achieved. Each unit of our inventory is reconditioned with a focus on safety first,
while optimizing for repairs that will have the highest return on investment (“ROI”). We believe that our
network of reconditioning centers and connecting logistics routes have excess capacity, which we plan to utilize
as we increase retail sales volumes. Increasing capacity utilization will positively affect Adjusted GPU by
reducing per unit overhead costs. In the third quarter of 2020, due to hiring challenges in the COVID
environment, our ability to grow our reconditioning teams could not keep pace with the consumer demand in
the market, and we therefore outsourced the reconditioning process for select vehicles. While we believe we’ve
seen the greatest impact of this need in the third quarter, we expect to continue to use third party reconditioning
in the fourth quarter of 2020 and first half of 2021 as our technician hiring catches up to our throughput targets.
____________
3

Represents Shift’s 2019 total unit sales for ZIP codes in which Shift currently operates from San Francisco, South
San Francisco, Daly City and Brisbane, divided by the total 2019 used vehicle sales in the same area.
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Growth in Other Revenue from Existing Revenue Streams
We have made great strides over the past two years developing our “other revenue” streams, which
comprise the financing and vehicle protection products that we can offer on our digital financing platform, and
other ancillary products. We have invested in the technology, as well as the sales team, to increase the likelihood
that consumers will purchase ancillary products in connection with the sale of a vehicle, and we see more
opportunity for additional revenue within our existing channels purely from further expansion of our attach rates
for our entire financing and vehicle protection product suite.
Growth in Other Revenue from Expansion of Product Offerings
We see great opportunity to further expand our other revenue streams through additional product offerings
beyond the existing offerings on our platform. These incremental revenue streams will come in the form of onboarding new lending partners to our existing loan program, as well as introducing entirely new financing and
vehicle protection products to offer our customers. For example, in the first half of 2020, we added a tire and
wheel protection program to our suite of product offerings. We intend to continue to grow this business segment
to service every foreseeable need of our customers during the vehicle purchase process.
Seasonality
We expect our quarterly results of operations, including our revenue, gross profit, profitability, if any, and
cash flow to vary significantly in the future, based in part on, among other things, consumers’ car buying
patterns. We have typically experienced higher revenue growth rates in the second and third quarters of the
calendar year than in each of the first or fourth quarters of the calendar year (2019 was an exception to these
quarterly trends, as our inventory position was highest entering 2019, which resulted in higher volume for the
first quarter 2019). We believe these results are due to seasonal buying patterns driven in part by the timing of
income tax refunds, which we believe are an important source of car buyer down payments on used vehicle
purchases. We believe that continued investments in growth, including effective marketing and new market
entry, will allow us to maintain sales growth through seasonality, however we recognize that in the future our
revenues may be affected by these seasonal trends as well as cyclical trends affecting the overall economy,
specifically the automotive retail industry.
Impact of COVID-19
In March 2020, the World Health Organization declared a global pandemic related to the rapidly growing
outbreak of a novel strain of coronavirus known as COVID-19, and in the following weeks, shelter-in-place
ordinances were put into effect in regions where Shift operates. We saw a slowing of vehicle sales immediately
following the shelter-in-place ordinances in March; however, within five weeks, we were back near our preCOVID-19 weekly sales volumes. Although the ultimate impacts of COVID-19 remain uncertain, a recent
survey found that 46% of U.S. adults surveyed plan to use their cars more often and public transportation less
often in the future. Additionally, the pandemic is accelerating trends of online adoption more broadly as
consumers seek to avoid physical retail locations. We believe that this global pandemic will push people to look
to alternative means of personal transportation, and our product is well suited to provide customers with a safe,
clean means of transportation, through our contactless purchase and delivery processes. Therefore, while it
remains possible that sustained or deepened impact on consumer demand resulting from COVID-19 or the
related economic recession could negatively impact Shift’s performance, we believe that Shift is well positioned
to weather the pandemic.
Ultimately, the magnitude and duration of the impact to Shift’s operations is impossible to predict due to:
•

uncertainties regarding the duration of the COVID-19 pandemic and how long related disruptions
will continue;

•

the impact of governmental orders and regulations that have been, and may in the future be,
imposed;

•

the impact of COVID-19 wholesale auctions, state DMV titling and registration services and other
third parties on which we rely; and

•

the deterioration of economic conditions in the United States, as well as record high unemployment
levels, which could have an adverse impact on discretionary consumer spending.
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Non-GAAP Financial Measures
To supplement the Condensed Consolidated Financial Statements, which are prepared and presented in
accordance with GAAP, we present adjusted gross profit, described below, as a non-GAAP measure. We believe
the presentation of both GAAP and non-GAAP financial measures provides investors with increased
transparency into financial measures used by our management team, and it also improves investors’
understanding of our underlying operating performance and their ability to analyze our ongoing operating
trends. All historic non-GAAP financial measures have been reconciled with the most directly comparable
GAAP financial measures — these non-GAAP financial measures are not intended to supersede or replace our
GAAP results.
Year Ended
December 31,
2019

2018

Three Months Ended
September 30,
2017

2020

($ in thousands)

Nine Months Ended
September 30,

2019

2020

($ in thousands)

2019

($ in thousands)

Total gross profit:
GAAP total gross profit

$ (1,762) $

Warrant impact adjustment(1)
Adjusted total gross profit

8,467

5,389 $

4,539 $

—

—

3,726 $ (852) $ 10,641 $ (1,048)
159

2,372

478

7,277

$ 6,705

$

4,389 $

4,539 $

3,885 $ 1,520

$ 11,119 $

6,229

$ 4,010

$

2,519 $

2,124 $

1,606 $

785

$

3,590

—

—

—

—

Ecommerce gross profit:
GAAP ecommerce gross profit
Warrant impact adjustment(1)
Adjusted ecommerce gross
profit

—

4,518 $
—

—

$ 4,010

$

2,519 $

2,124 $

1,606 $

785

$

4,518 $

3,590

$ 3,150

$

2,617 $

1,931 $

2,036 $

954

$

3,933 $

2,627

—

—

159

142

$

2,617 $

1,931 $

$

4,411 $

$ (8,922) $

253 $

484 $

Other gross profit:
GAAP other gross profit
(1)

Warrant impact adjustment

673

Adjusted other gross profit

$ 3,823

2,195 $ 1,096

478

520
3,147

Wholesale gross profit:
GAAP wholesale gross profit
(1)

Warrant impact adjustment

7,794

Adjusted wholesale gross profit $ (1,128) $

—

—

253 $

484 $

84 $ (2,591) $
—

2,230

84 $ (361) $

2,190 $ (7,265)
—
2,190 $

6,757
(508)

____________
(1)

Elimination of non-cash contra revenue impacts associated with the Lithia warrant agreement. In the referenced
warrant agreement, during 2019 Lithia vested in certain warrants to purchase shares of our common stock upon the
achievement of various milestones. As discussed further in Note 7 to the Condensed Consolidated Financial
Statements, we have determined that a portion of the value associated with warrant consideration paid to Lithia, as a
customer of Shift, should be treated as contra-revenue by Shift following the revenue recognition accounting
standards codification (“ASC”) topic 606.

Adjusted Gross Profit
Management evaluates our business based on an adjusted gross profit calculation that removes the
financial impact associated with milestones achieved under our Lithia warrant arrangement, which resulted in
reductions in gross profit in our Condensed Consolidated Financial Statements as applicable to the periods
presented. This is a non-cash adjustment, and we do not expect any material future non-cash gross profit
adjustments related to the Lithia warrant agreement. We examine adjusted gross profit in aggregate as well as
for each of our revenue streams: ecommerce, other, and wholesale.
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Key Operating Metrics
We regularly review a number of metrics, including the following key metrics, to evaluate our business,
measure our progress and make strategic decisions. Our key operating metrics measure the key drivers of our
growth, including opening new hubs, increasing our brand awareness through unique site visitors and
continuing to offer a full spectrum of used vehicles to service all types of customers.
Year Ended
December 31,
2019

Three Months Ended
September 30,

2018

2017

2020

Nine Months Ended
September 30,

2019

2020

2019

Units:
Ecommerce units

8,262

7,232

4,987

2,946

2,181

6,189

6,847

Wholesale units

2,828

1,248

717

1,100

838

2,280

2,354

11,091

8,480

5,704

4,046

3,019

8,469

9,201

Total units sold
Ecommerce ASP

$ 16,371

$ 16,992 $ 17,820 $ 16,458 $ 16,925

$ 15,814 $ 16,452

Wholesale ASP

$

9,833

$

5,053 $

5,212 $

8,538 $

9,533

$

Gross Profit per Unit
Ecommerce Gross Profit
per Unit

$

485

$

348 $

426 $

545 $

360

$

730 $

524

Other Gross Profit per Unit $
381 $
Wholesale Gross Profit per
Unit
$ (1,080) $

362 $

387 $

691 $

437

$

635 $

384

35 $

97 $

29 $ (1,188) $

745 $

910 $

1,265 $

(391) $

Total Gross Profit per Unit

$

(213) $

8,993 $ 10,031

354 $ (1,061)
1,719 $

(153)

Adjusted GPU
Ecommerce Adjusted GPU $

485

$

348 $

426 $

545 $

360

$

730 $

524

Other Adjusted GPU

$

463

$

362 $

387 $

745 $

502

$

713 $

460

Wholesale Adjusted GPU

$

Total Adjusted GPU

$

Average monthly unique
visitors
Average days to sale
Ecommerce vehicles available
for sale
# of regional hubs

(137) $
811

$

35 $

97 $

29 $

745 $

910 $

1,319 $

(165) $
697

$

354 $
1,797 $

(74)
910

177,407

140,452

97,233

379,604

168,177

288,194

183,389

66

71

59

37

64

59

71

1,152

2,655

1,138

1,840

1,250

1,840

1,250

5

3

3

5

5

5

5

Ecommerce Units Sold
We define ecommerce units sold as the number of vehicles sold to customers in a given period, net of
returns. We currently have a seven-day, 200 mile return policy. The number of ecommerce units sold is the
primary driver of our revenues and, indirectly, gross profit, since ecommerce unit sales enable multiple
complementary revenue streams, including all financing and protection products. We view ecommerce units
sold as a key measure of our growth, as growth in this metric is an indicator of our ability to successfully scale
our operations while maintaining product integrity and customer satisfaction.
Wholesale Units Sold
We define wholesale units sold as the number of vehicles sold through wholesale channels in a given
period. While wholesale units are not the primary driver of revenue or gross profit, wholesale is a valuable
channel as it allows us to be able to purchase vehicles regardless of condition, which is important for the
purpose of accepting a trade-in from a customer making a vehicle purchase from us, and as an online destination
for consumers to sell their cars even if not selling us a car that meetings our retail standards.
Ecommerce Average Sale Price
We define ecommerce average sale price (“ASP”) as the average price paid by a customer for an
ecommerce vehicle, calculated as ecommerce revenue divided by ecommerce units. Ecommerce average sale
price helps us gauge market demand in real-time and allows us to maintain a range of inventory that most
accurately reflects the overall price spectrum of used vehicle sales in the market.
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Wholesale Average Sale Price
We define wholesale average sale price as the average price paid by a customer for a wholesale vehicle,
calculated as wholesale revenue divided by wholesale units. We believe this metric provides transparency and is
comparable to our peers.
Gross Profit per Unit
We define gross profit per unit as the gross profit for ecommerce, other and wholesale each of which
divided by the total number of ecommerce units sold in the period. We calculate gross profit as the revenue from
vehicle sales and services less the costs associated with acquiring and reconditioning the vehicle prior to sale.
Gross profit per unit is driven by ecommerce vehicle revenue, which generates additional revenue through
attachment of our financing and protection products, and gross profit generated from wholesale vehicle sales.
We present gross profit per unit from our three revenues streams, as Ecommerce gross profit per unit, Wholesale
gross profit per unit and Other gross profit per unit.
Adjusted Gross Profit per Unit
We define adjusted gross profit per unit (“Adjusted GPU”) as the adjusted gross profit for ecommerce,
other and wholesale, as described in “— Non-GAAP Financial Measures” above, each of which divided by the
total number of ecommerce units sold in the period. Adjusted GPU is driven by ecommerce vehicle revenue,
which generates additional revenue through attachment of our financing and protection products, and gross
profit generated from wholesale vehicle sales. We present Adjusted GPU from our three revenues streams, as
Ecommerce Adjusted GPU, Wholesale Adjusted GPU and Other Adjusted GPU. We believe Adjusted GPU is a
key measure of our growth and long-term profitability.
Average Monthly Unique Visitors
We define a monthly unique visitor as an individual who has visited our website within a calendar month,
based on data collected on our website. We calculate average monthly unique visitors as the sum of monthly
unique visitors in a given period, divided by the number of months in that period. To classify whether a visitor
is “unique”, we dedupe (a technique for eliminating duplicate copies of repeating data) each visitor based on
email address and phone number, if available, and if not, we use the anonymous ID which lives in each user’s
internet cookies. This practice ensures that we do not double-count individuals who visit our website multiple
times within a month. We view average monthly unique visitors as a key indicator of the strength of our brand,
the effectiveness of our advertising and merchandising campaigns and consumer awareness.
Average Days to Sale
We define average days to sale as the number of days between Shift’s acquisition of a vehicle and sale of
that vehicle to a customer, averaged across all ecommerce units sold in a period. We view average days to sale
as a useful metric in understanding the health of our inventory.
Ecommerce Vehicles Available for Sale
We define ecommerce vehicles available for sale as the number of ecommerce vehicles in inventory on
the last day of a given reporting period. Until we reach an optimal pooled inventory level, we view ecommerce
vehicles available for sale as a key measure of our growth. Growth in ecommerce vehicles available for sale
increases the selection of vehicles available to consumers, which we believe will allow us to increase the
number of vehicles we sell. Moreover, growth in ecommerce vehicles available for sale is an indicator of our
ability to scale our vehicle purchasing, inspection and reconditioning operations.
Number of Regional Hubs
We define a Hub as a physical location at which we recondition and store units bought and sold within a
market. Because of our omni-channel fulfillment model with our on-demand delivery test drive offering, we are
able to service super-regional areas covering approximately a 60-mile radius from a single Hub location. This is
a key metric as each Hub expands our service area as our service area, reconditioning and storage capacity.
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Components of Results of Operations
Revenues
Ecommerce Vehicle Revenue
Shift sells used vehicles directly to its customers through our website. Revenue from used vehicle sales is
recognized upon delivery to or pick-up by the customer. We recognize revenue at the total purchase price stated
in the contract, including the Shift service fee, delivery charges, and other fees charged by Shift, net of
discounts. Our return policy allows customers to initiate a return until the earlier of the first seven days or 200
miles after delivery. Revenue excludes any sales taxes and DMV registration fees that are collected from
customers.
Other Revenue
We provide buyers on the platform with options for financing. All such services are provided by unrelated
third-party vendors and we have agreements with each of these vendors giving us the right to offer such services
on Shift’s Platform. When a buyer selects financing from these lenders, we earn a commission based on the
actual price paid or financed. We also earn loan revenue through a margin on the lender interest rate. We
recognize commission revenue at the time of sale, net of a reserve for estimated contract cancellations.
Customers purchasing used vehicles from us may also enter into contracts for vehicle service contracts,
which we refer to as VSC, GAP waiver coverage, prepaid maintenance plans, and Appearance Protection Plans
(“APP”). Shift sells and receives a commission on VSCs, GAP and prepaid maintenance plans, and APP’s
under agreements with Ally Insurance Holdings, Automotive Warranty Services, Your Mechanic, and Dent
Wizard pursuant to which we sell VSCs that the service provider(s) administer and serve as the obligor. We
recognize commission revenue at the time of sale, net of a reserve for estimated contract cancellations. The
reserve for cancellations is estimated based upon historical experience and recent trends and is reflected as a
reduction of other revenues. We may add other sellers of APP’s besides those listed in the future. As part of the
agreement with Lithia, there is some ongoing contra-revenue associated with the financing component of our
other revenue streams.
Wholesale Vehicle Revenue
We sell vehicles through wholesale auctions. These vehicles are primarily acquired from customers who
trade-in their existing vehicles that do not meet our quality standards to list and sell through our website.
Revenue from wholesale vehicle sales is recognized when the vehicle is sold at auction or directly to a
wholesaler.
In December 2018, we agreed to sell cars to Lithia Motors, Inc., under a “one-sided marketplace,” which
we refer to as OSM, program whereby we acquire cars in the Oxnard, Salem and Fresno markets directly from
consumers and sell directly and solely to Lithia. In July 2019, the Salem OSM was discontinued after we
launched the Portland Hub. We recognize revenue at the agreed upon purchase price stated in the contract, plus
charges such as repairs. As part of the agreement with Lithia, there is some ongoing contra-revenue associated
with the OSM program.
Cost of Sales
Cost of sales includes the cost to acquire used vehicles and direct and indirect vehicle reconditioning costs
associated with preparing the vehicles for resale. Vehicle reconditioning costs include parts, applied labor,
unapplied labor, inbound transportation costs and other incremental costs, which are allocated to inventory via
specific identification and standard costing. These costs include shipping costs of auction purchased vehicles,
mechanical inspection, vehicle preparation supplies and services like initial wash and detail, and repair costs
necessary for reconditioning the vehicle for resale. We have certain inventory that does not meet our
specifications to sell to customers and dispose of this inventory through sales at auction, direct-to-wholesale or
through other channels. Cost of sales also includes any necessary adjustments to reflect vehicle inventory at the
lower of cost or net realizable value.
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Gross Profit
Ecommerce Vehicle Gross Profit
Ecommerce vehicle gross profit is the vehicle sales price minus our costs of sales associated with vehicles
that we list and sell on our website.
Other Gross Profit
Other sales and revenues consist of 100% gross margin products for which gross profit equals revenue.
Therefore, changes in gross profit and the associated drivers are identical to changes in revenues from these
products and the associated drivers.
Wholesale Vehicle Gross Profit
Wholesale vehicle gross profit is the vehicle sales price minus our cost of sales associated with vehicles
we sell to wholesalers. Factors affecting wholesale gross profit include the number of wholesale units sold, the
average wholesale selling price, and the mix in type of wholesale units sold (direct-to-wholesale units or
ecommerce-to-wholesale units).
Selling, General and Administrative Expenses
Selling, general and administrative expenses primarily include payroll and benefits other than those
related to reconditioning vehicles, advertising, stock-based compensation expense, facilities costs, technology
expenses and other administrative expenses.
Depreciation and Amortization
Depreciation is computed using the straight-line method over the estimated useful life of the related
assets, which is between 2 – 5 years. Leasehold improvements are depreciated over the lesser of the useful life
or lease term. Major replacements and improvements are capitalized, while general repairs and maintenance are
expensed as incurred.
Non-Operating Expenses
Interest expense
Interest expense consists of the amortization of the fair value of the deferred borrowing costs, and the
guarantee of the flooring line of credit facility by Lithia.
Interest income and other income (expense)
Interest income and other income (expense) primarily represents interest earned on cash deposits and the
remeasurement loss on the warrant liability.
Net Loss and Comprehensive Loss
Net loss and comprehensive loss is determined by subtracting operating and non-operating expenses from
revenues.
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Results of Operations
The following table presents our condensed consolidated statements of operations and comprehensive loss
for the periods indicated:
Year Ended
December 31,
2019

2018

Three Months Ended
September 30,
2017

(audited,
$ in thousands)

Revenue
Ecommerce vehicle
revenue, net

2020

$ 97,870

$ 112,645

954

3,933

2,627

27,808

6,306

3,737

9,392

7,989

20,504

23,612

166,235

131,812

94,538

59,914

45,857

122,307

138,884

167,997

46,709

111,666

139,932

Operating expenses:
Selling, general and
administrative
expenses
Depreciation and
amortization
Total operating
expenses
Loss from operations

2,036

$ 36,914

Total revenue
Gross profit

1,931

2019

(unaudited,
$ in thousands)

Other revenue
Wholesale vehicle
revenue
Cost of sales

2,617

2020

(unaudited,
$ in thousands)

$ 135,277 $ 122,889 $ 88,870 $ 48,486
3,150

2019

Nine Months Ended
September 30,

126,423

89,999

56,188

(1,762)

5,389

4,539

3,726

71,860

44,697

28,570

24,030

3,221

2,530

1,567

75,081

47,227

(76,843)

47,227

(852)

10,641

(1,048)

16,204

52,109

54,236

1,181

888

3,258

2,184

30,137

25,211

17,092

55,367

56,420

30,137

(21,485)

(17,944)

(44,726)

(57,468)

Interest expense
(5,461)
(3,171)
(261)
(1,256)
(1,463)
(3,901)
(4,136)
Interest income and other
income (expense)
1,821
143
213
(579)
427
(6,017)
1,642
Net loss and
comprehensive loss
attributable to common
stockholders
$ (80,483) $ (44,866) $ (25,646) $ (23,320) $ (18,980) $ (54,644) $ (59,962)
Presentation of Results of Operations
We present operating results down to gross profit from three distinct revenue channels:
Ecommerce Vehicles: The ecommerce channel within our Retail segment represents sales of used
vehicles directly to our customers through our website.
Other: The other channel within our Retail segment represents fees earned on sales of value-added
products associated with the sale of ecommerce vehicles.
Wholesale Vehicles: The Wholesale channel is the only component of our Wholesale segment and
represents sales of used vehicles through wholesale auctions.
64

Table of Contents
Three Months Ended September 30, 2020 and 2019
The following table presents certain information from our condensed consolidated statements of
operations by channel for the periods indicated:
Three Months Ended
September 30,
2020

2019

Change

($ in thousands, except per unit metrics)

Revenue:
Ecommerce vehicle revenue, net

$

48,486 $

36,914

31.3%

Other revenue

2,036

954

113.4%

Wholesale vehicle revenue

9,392

7,989

17.6%

$

59,914 $

45,857

30.7%

$

46,880 $

36,129

29.8%

9,308

10,580

(12.0)%

$

56,188 $

46,709

20.3%

$

1,606 $

785

104.6%

Total revenue
Cost of sales:
Ecommerce vehicle cost of sales
Wholesale vehicle cost of sales
Total cost of sales
Gross profit:
Ecommerce vehicle gross profit
Other gross profit

2,036

Wholesale vehicle gross profit

84

Total gross profit

$

3,726 $

$

1,606 $

954

113.4%

(2,591)

103.3%

(852)

537.6%

785

104.6%

1,096

100.4%

Adjusted gross profit:
Ecommerce vehicle adjusted gross profit
Other adjusted gross profit

2,195

Wholesale vehicle adjusted gross profit

84

Total adjusted gross profit

(361)

123.3%

3,885 $

1,520

155.6%

Ecommerce vehicle unit sales

2,946

2,181

35.1%

Wholesale vehicles unit sales

1,100

838

31.3%

$

Unit sales information:

Average selling prices per unit (“ASP”):
Ecommerce vehicles

$

16,458 $

16,925

(2.8)%

Wholesale vehicles

$

8,538 $

9,533

(10.4)%

Ecommerce gross profit per unit

$

545 $

360

51.5%

Other gross profit per unit

$

691 $

437

58.0%

Wholesale gross profit per unit

$

29 $

(1,188)

102.4%

Total gross profit per unit

$

1,265 $

(391)

423.8%

Ecommerce Adjusted GPU

$

545 $

360

51.5%

Other Adjusted GPU

$

745 $

502

48.3%

Wholesale Adjusted GPU

$

29 $

(165)

117.2%

Total Adjusted GPU

$

1,319 $

697

89.2%

Gross profit per unit(1):

Adjusted gross profit per unit (Adjusted GPU)(2):

____________
(1)

Gross profit per unit is calculated as gross profit for ecommerce, other and wholesale, each of which divided by the
total number of ecommerce units sold in the period.
____________
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(2)

Adjusted GPU is calculated as adjusted gross profit for ecommerce, other and wholesale, as described in “— NonGAAP Financial Measures” above, each of which divided by the total number of ecommerce units sold in the period.
A reconciliation for Adjusted GPU to the nearest comparable GAAP metric (gross profit per unit) can be found in the
table below:
Three Months Ended
September 30,
2020

2019

(unaudited, $ per ecommerce unit)

Total gross profit per unit:
GAAP total gross profit per unit

$

1,265 $

$

1,319 $

697

$

545 $

360

—

—

$

545 $

360

$

691 $

437

54

65

$

745 $

502

$

29 $

Warrant impact adjustment per unit

54

Adjusted total gross profit per unit

(391)
1,088

Ecommerce gross profit per unit:
GAAP ecommerce gross profit per unit
Warrant impact adjustment per unit
Adjusted ecommerce gross profit per unit
Other gross profit per unit:
GAAP other gross profit per unit
Warrant impact adjustment per unit
Adjusted other gross profit per unit
Wholesale gross profit per unit:
GAAP wholesale gross profit per unit
Warrant impact adjustment per unit

—

Adjusted wholesale gross profit per unit

$

29 $

(1,188)
1,023
(165)

Ecommerce Vehicle Revenue, Net
Ecommerce vehicle revenue increased by $11.6 million, or 31.3%, to $48.5 million during the three
months ended September 30, 2020, from $36.9 million in the comparable period in 2019. This increase was
primarily driven by an increase in ecommerce unit sales as we sold 2,946 ecommerce vehicles in the three
months ended September 30, 2020, compared to 2,181 ecommerce vehicles in the three months ended
September 30, 2019. The increase in ecommerce vehicle revenue was slightly offset by a decrease in
ecommerce ASP, which was $16,458 for the three months ended September 30, 2020, compared to $16,925 for
the three months ended September 30, 2019. This decrease in ecommerce ASP was a result of increased demand
for lower cost vehicles in the recent economic downturn.
Other Revenue
Other revenue increased by $1.1 million, or 113.4%, to $2.0 million during the three months ended
September 30, 2020, from $1.0 million in the comparable period in 2019. This increase was primarily due to
strategic investments to enhance our high-quality ancillary products to better monetize our unit sales.
Wholesale Vehicle Revenue
Wholesale vehicle revenue increased by $1.4 million, or 17.6%, to $9.4 million during the three months
ended September 30, 2020, from $8.0 million in the comparable period in 2019. The increase was primarily due
to an increase in wholesale unit sales as we sold 1,100 wholesale vehicles in the three months ended September
30, 2020, compared to 838 wholesale vehicles in the three months ended September 30, 2019. This increase in
volume was partially offset by a 10.4% decrease in ASP that resulted from the recent economic downturn.
Cost of Sales
Cost of sales increased by $9.5 million, or 20.3%, to $56.2 million during the three months ended
September 30, 2020, from $46.7 million in the comparable period in 2019. The increase was primarily due to an
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increase in unit sales as we sold 4,046 total vehicles in the three months ended September 30, 2020, compared
to 3,019 total vehicles in the three months ended September 30, 2019. As a percentage of revenue, cost of sales
decreased from 102% in the third quarter of 2019 to 94% in the third quarter of 2020.
Ecommerce Vehicle Gross Profit
Ecommerce vehicle gross profit increased by $0.8 million, or 104.6%, to $1.6 million during the three
months ended September 30, 2020, from $0.8 million in the comparable period in 2019. The increase was
primarily driven by an increase in ecommerce units sold, as described in “Ecommerce Vehicle Revenue, Net”
above. The increase in ecommerce vehicle gross profit was also driven by an increase in ecommerce gross profit
per unit, which grew to $545 per unit for the three months ended September 30, 2020, from $360 per unit in the
comparable period in 2019. This increase in ecommerce gross profit per unit was largely driven by operational
and technological improvements made to rationalize inventory and improve our vehicle sourcing.
Other Gross Profit
Other gross profit per unit and Adjusted GPU increased to $691 and $745 per unit, respectively, during
the three months ended September 30, 2020, from $437 and $502 per unit, respectively, in the comparable
period in 2019. Other revenue consists of 100% gross margin products for which gross profit equals revenue.
Therefore, changes in other gross profit and the associated drivers are identical to changes in other revenue and
the associated drivers.
Wholesale Vehicle Gross Profit
Wholesale vehicle gross profit increased by $2.7 million, or 103.3%, to $0.1 million during the three
months ended September 30, 2020, from a loss of $2.6 million in the comparable period in 2019. The increase
was primarily driven by an increase in wholesale gross profit per unit and Adjusted GPU, which both grew to
$29 per unit for the three months ended September 30, 2020, from a loss of $1,188 gross profit per unit and a
loss of $165 Adjusted GPU in the comparable period in 2019. This increase was driven by improvements made
to our inventory management which has resulted in fewer ecommerce-to-wholesale incidents where cars we
purchased with the intention of selling through our retail segment, end up being sold through wholesale
channels, which typically result in a loss on that unit.
Components of SG&A
Three Months Ended
September 30,
2020

2019

Change

($ in thousands)

Compensation and benefits(1)

$

8,700 $

8,257

5.4%

Marketing expense

7,666

1,625

371.8%

Other costs(2)

7,664

6,322

21.2%

24,030 $

16,204

48.3%

Total selling, general and administrative expenses

$

____________
(1)

(2)

Compensation and benefits includes all payroll and related costs, including benefits, payroll taxes and equity-based
compensation, except those related to preparing vehicles for sale, which are included in cost of sales, those related to
the development of software products for internal use, which are capitalized to software and depreciated over the
estimated useful lives of the related assets.
Other costs include all other selling, general and administrative expenses such as hub operating costs, vehicle
shipping costs for internal purposes, corporate occupancy, professional services, registration and licensing, and IT
expenses.

Selling, general and administrative expenses increased by $7.8 million, or 48.3%, to $24.0 million during
the three months ended September 30, 2020, from $16.2 million in the comparable period in 2019. The increase
was primarily due to the increase in marketing expense of $6.0 million, as a result of our initiative to drive unit
sales growth by investing in brand marketing. The $6.0 million increase in marketing spend included $3.2
million of branding and brand awareness, and an increase of $2.8 million in buyer and seller marketing, from
$1.5 million in the third quarter of 2019 to $4.3 million in the third quarter of 2020. Selling, general and
administrative expenses were also impacted primarily due to higher expenses associated with becoming a public
company.
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Nine Months Ended September 30, 2020 and 2019
The following table presents our condensed statements of operations by channel for the periods indicated:
Nine Months Ended
September 30,
2020

2019

Change

($ in thousands, except per unit metrics)

Revenue:
Ecommerce vehicle revenue, net

$

Other revenue

97,870 $
3,933

Wholesale vehicle revenue
Total revenue

112,645

(13.1)%

2,627

49.7%

20,504

23,612

(13.2)%

$

122,307 $

138,884

(11.9)%

$

93,352 $

109,055

(14.4)%

18,314

30,877

(40.7)%

$

111,666 $

139,932

(20.2)%

$

4,518 $

3,590

3,933

2,627

49.7%
130.1%
1115.4%

Cost of sales:
Ecommerce vehicle cost of sales
Wholesale vehicle cost of sales
Total cost of sales
Gross profit:
Ecommerce vehicle gross profit
Other gross profit
Wholesale vehicle gross profit
Total gross profit

2,190

(7,265)

$

10,641 $

(1,048)

$

25.8%

Adjusted gross profit:
Ecommerce vehicle adjusted gross profit

4,518 $

3,590

25.8%

Other adjusted gross profit

4,411

3,147

40.2%

Wholesale vehicle adjusted gross profit

2,190

Total adjusted gross profit

(508)

531.5%

11,119 $

6,229

78.5%

Ecommerce vehicle unit sales

6,189

6,847

(9.6)%

Wholesale vehicles unit sales

2,280

2,354

(3.1)%

$

Unit sales information:

Average selling prices per unit (“ASP”):
Ecommerce vehicles

$

15,814 $

16,452

(3.9)%

Wholesale vehicles

$

8,993 $

10,031

(10.3)%

Ecommerce gross profit per unit

$

730 $

524

39.2%

Other gross profit per unit

$

635 $

384

65.6%

Wholesale gross profit per unit

$

354 $

(1,061)

133.3%

Total gross profit per unit

$

1,719 $

(153)

1223.3%

Ecommerce Adjusted GPU

$

730 $

524

39.2%

Other Adjusted GPU

$

713 $

460

55.1%

Wholesale Adjusted GPU

$

354 $

(74)

577.3%

Total Adjusted GPU

$

1,797 $

910

97. 5%

Gross profit per unit(1):

Adjusted gross profit per unit (Adjusted GPU)(2):

____________
(1)

Gross profit per unit is calculated as gross profit for ecommerce, other and wholesale, each of which divided by the
total number of ecommerce units sold in the period
____________
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(2)

Adjusted GPU is calculated as adjusted gross profit for ecommerce, other and wholesale, as described in “— NonGAAP Financial Measures” above, each of which divided by the total number of ecommerce units sold in the period.
A reconciliation for Adjusted GPU to the nearest comparable GAAP metric (gross profit per unit) can be found in the
table below:
Nine Months Ended

September 30,
2020

2019

($ per ecommerce unit)

Total gross profit per unit:
GAAP total gross profit per unit

$

1,719 $

$

1,797 $

910

$

730 $

524

—

—

$

730 $

524

$

635 $

384

78

76

$

713 $

460

$

354 $
—

987

$

354 $

(74)

Warrant impact adjustment per unit

78

Adjusted total gross profit per unit

(153)
1,063

Ecommerce gross profit per unit:
GAAP ecommerce gross profit per unit
Warrant impact adjustment per unit
Adjusted ecommerce gross profit per unit
Other gross profit per unit:
GAAP other gross profit per unit
Warrant impact adjustment per unit
Adjusted other gross profit per unit
Wholesale gross profit per unit:
GAAP wholesale gross profit per unit
Warrant impact adjustment per unit
Adjusted wholesale gross profit per unit

(1,061)

Ecommerce Vehicle Revenue
Ecommerce vehicle revenue decreased by $14.8 million, or 13.1%, to $97.9 million during the nine
months ended September 30, 2020, from $112.6 million in the comparable period in 2019. This decrease was
primarily driven by a decrease in ecommerce unit sales as we sold 6,189 ecommerce vehicles in the nine months
ended September 30, 2020, compared to 6,847 ecommerce vehicles in the nine months ended September 30,
2019. The decrease in ecommerce unit sales was primarily driven as a result of lower inventory position and the
impact of COVID 19 and the related shelter-in-place orders. We entered 2020 with 1,152 ecommerce units
available for sale, compared to 2,655 ecommerce units available for sale entering 2019. The lower inventory
position was a result of our 2019 business strategy to focus on improving unit economics, rather than growing
unit sales volume. Additionally, the shelter-in-place ordinances as a result of the COVID-19 pandemic also
initially resulted in lower buyer and seller activity, but soon rebounded as we saw weekly sales volumes return
to pre-COVID levels five weeks following the ordinances.
Another driver of the decrease in ecommerce vehicle revenue was the lower ecommerce ASP, which was
$15,814 for the nine months ended September 30, 2020, compared to $16,452 for the nine months ended
September 30, 2019. This decrease in ecommerce ASP was a result of increased demand for lower cost
vehicles, as well as a tighter pricing environment immediately following the COVID-19 shelter-in-place
ordinances
Other Revenue
Other revenue increased by $1.3 million, or 49.7%, to $3.9 million during the nine months ended
September 30, 2020, from $2.6 million in the comparable period in 2019. This increase was primarily due to
improved sales of our finance and insurance product offerings by investing in our lending partnerships, sales
teams and technology platform.
Wholesale Vehicle Revenue
Wholesale vehicle revenue decreased by $3.1 million, or 13.2%, to $20.5 million during the nine months
ended September 30, 2020, from $23.6 million in the comparable period in 2019. The decrease was primarily
due to a decrease in unit sales as we sold 2,280 wholesale vehicles in the nine months ended September 30,
2020, compared
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to 2,354 wholesale vehicles in the nine months ended September 30, 2019. As was the case for our decrease in
ecommerce vehicle unit sales during these periods, the primary driver of this decrease in our wholesale vehicle
unit sales was a result of the lower inventory position, as well as slowdown in wholesale auctions immediately
following the COVID-19 shelter-in-place ordinances.
Cost of Sales
Cost of sales decreased by $28.2 million, or 20.2%, to $111.7 million during the nine months ended
September 30, 2020, from $139.9 million in the comparable period in 2019. The decrease was primarily due to
a decrease in unit sales as we sold 8,469 total vehicles in the nine months ended September 30, 2020, compared
to 9,201 total vehicles in the nine months ended September 30, 2019. As a percentage of sales, cost of sales
decreased from 101% in the first three quarters of 2019 to 91% in the first three quarters of 2020.
Ecommerce Vehicle Gross Profit
Ecommerce vehicle gross profit increased by $928 thousand, or 3.8%, to $4.5 million during the nine
months ended September 30, 2020, from $3.6 million in the comparable period in 2019. The increase was
primarily driven by an increase in ecommerce gross profit per unit, which grew to $730 per unit for the nine
months ended September 30, 2020, from $524 per unit in the comparable period in 2019. This increase in
ecommerce gross profit per unit was driven by improvements made to our pricing and inventory management
strategy and focus on unit economics into 2020.
Other Gross Profit
Other gross profit per unit and other Adjusted GPU increased to $635 and $713 per unit, respectively,
during the nine months ended September 30, 2020, from $384 and $460 per unit, respectively, in the
comparable period in 2019. Other revenue consists of 100% gross margin products for which gross profit equals
revenue. Therefore, changes in other gross profit and the associated drivers are identical to changes in other
revenue and the associated drivers.
Wholesale Vehicle Gross Profit
Wholesale vehicle gross profit increased by $2.7 million, or 531.5%, to $2.2 million during the nine
months ended September 30, 2020, from a loss of $0.5 million in the comparable period in 2019. The increase
was primarily driven by an increase in wholesale gross profit per unit and Adjusted GPU, which grew to $354
per unit for the nine months ended September 30, 2020, from a loss of $1,061 and $74 per unit, respectively, in
the comparable period in 2019. This increase was driven by improvements made to our inventory management
which has resulted in fewer ecommerce-to-wholesale incidents where cars we purchased with the intention of
selling through our retail segment, end up being sold through wholesale channels, which typically result in a
loss on that unit.
Components of SG&A
Nine Months Ended
September 30,
2020

2019

Change

($ in thousands)

Compensation and benefits(1)

$

22,021 $

26,563

(17.1)%

Marketing expense

12,373

5,257

135.4%

Other costs(2)

17,714

22,416

(21.0)%

52,108 $

54,236

(3.9)%

Total selling, general and administrative expenses

$

____________
(1)

(2)

Compensation and benefits includes all payroll and related costs, including benefits, payroll taxes and equity-based
compensation, except those related to preparing vehicles for sale, which are included in cost of sales, those related to
the development of software products for internal use, which are capitalized to software and depreciated over the
estimated useful lives of the related assets.
Other costs include all other selling, general and administrative expenses such as hub operating costs, vehicle
shipping costs for internal purposes, corporate occupancy, professional services, registration and licensing, and IT
expenses.

Selling, general and administrative expenses decreased by $2.1 million, or 3.9%, to $52.1 million during
the nine months ended September 30, 2020, from $54.2 million in the comparable period in 2019. The decrease
was primarily due to the decrease in compensation and benefits costs of $4.5 million, as a result of our initiative
to optimize the corporate
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teams and other costs of $4.7 million, primarily driven by the expense effects of the Lithia agreement incurred
in 2019. Refer to Note 5 in the “Notes to Condensed Consolidated Financial Statements” for additional
information. The decrease is partially offset by the increase in marketing expenses of $7.1 million, driven by
our initiative to drive unit sales growth by investing in brand marketing, and by higher expenses associated with
becoming a public company.
Years Ended December 31, 2019, 2018 and 2017
The following table presents our consolidated statements of operations and comprehensive loss by
channel for the periods indicated:
Years Ended December 31,
2019

2018

Change

2017

Change

($ in thousands, except per unit metrics)

Revenue:
Ecommerce vehicle revenue, net

$ 135,277

Other revenue

3,150

Wholesale vehicle revenue
Total revenue

$

27,808

122,889

10.1% $

88,870

38.3%

2,617

20.4%

1,931

35.5%

6,306

341.0%

3,737

68.7%

$ 166,235

$

131,812

26.1% $

94,538

39.4%

$ 131,267

$

120,370

9.1% $

86,746

38.8%

3,253

86.1%

$ 167,997

$

126,423

32.9% $

89,999

40.5%

$

$

2,519

59.1% $

2,124

18.6%

2,617

20.4%

1,931

Cost of sales:
Ecommerce vehicle cost of sales
Wholesale vehicle cost of sales
Total cost of sales

36,730

6,053

506.8%

Gross profit:
Ecommerce vehicle gross profit
Other gross profit

3,150

Wholesale vehicle gross profit
Total gross profit

4,010
(8,922)

$

253 (3632.3)%

(1,762) $

484

35.5%
(47.8)%

5,389

(132.7)% $

4,539

18.7%

2,519

59.1% $

2,124

18.6%

2,617

46.1%

1,931

35.5%

Adjusted gross profit:
Ecommerce vehicle adjusted gross profit

$

Other adjusted gross profit

$

3,823

Wholesale vehicle adjusted gross profit
Total adjusted gross profit

4,010
(1,128)

$

6,705

253
$

(546.6)%

484

(47.8)%

5,389

24.4% $

4,539

18.7%

Unit sales information:
Ecommerce vehicle unit sales

8,263

7,232

14.3%

4,987

45.0%

Wholesale vehicles unit sales

2,828

1,248

126.6%

717

74.1%

Per unit selling prices:
Ecommerce vehicles

$ 16,371

$

16,992

(3.7)% $

17,820

(4.6)%

Wholesale vehicles

$

9,833

$

5,053

94.6% $

5,212

(3.1)%

Ecommerce gross profit per unit

$

485

$

348

39.3% $

426

(18.2)%

Other gross profit per unit

$

382

$

362

5.4% $

387

(6.5)%

Wholesale gross profit per unit

$

(1,080) $

Total gross profit per unit

$

(213) $

Gross profit per unit(1):

35 (3191.5)% $

97

(64.0)%

745

(128.6)% $

910

(18.1)%

Adjusted gross profit per unit
(Adjusted GPU)(2):
Ecommerce Adjusted GPU

$

485

$

348

39.3% $

426

(18.2)%

Other Adjusted GPU

$

463

$

362

27.9% $

387

(6.5)%

Wholesale Adjusted GPU

$

35

(490.9)% $

97

(64.0)%

Total Adjusted GPU

$

745

8.9% $

910

(18.1)%

____________

(137) $
811

$

(1)

Gross profit per unit is calculated as gross profit for ecommerce, other and wholesale, each of which is divided by the
total number of ecommerce units sold in the period
____________
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(2)

Adjusted GPU is calculated as adjusted gross profit for ecommerce, other and wholesale, as described in “— NonGAAP Financial Measures” above, each of which divided by the total number of ecommerce units sold in the period.
A reconciliation for Adjusted GPU to the nearest comparable GAAP metric (gross profit per unit) can be found in the
table below:
Years Ended December 31,
2019

2018

2017

($ per ecommerce unit)

Total gross profit per unit:
GAAP total gross profit per unit

$

Warrant impact adjustment per unit

(213) $

745 $

910

$

1,024

—

—

Adjusted total gross profit per unit

$

811

$

745 $

910

$

485

$

348 $

426

—

—

$

485

$

348 $

426

$

382

$

362 $

387

—

—

$

463

$

362 $

387

$

(1,080) $

35 $

97

—

—

$

(137) $

35 $

97

Ecommerce gross profit per unit:
GAAP ecommerce gross profit per unit
Warrant impact adjustment per unit

—

Adjusted ecommerce gross profit per unit
Other gross profit per unit:
GAAP other gross profit per unit
Warrant impact adjustment per unit

81

Adjusted other gross profit per unit
Wholesale gross profit per unit:
GAAP wholesale gross profit per unit
Warrant impact adjustment per unit

943

Adjusted wholesale gross profit per unit
Ecommerce Vehicle Revenue

Fiscal 2019 Versus Fiscal 2018. Ecommerce vehicle revenue increased by $12.4 million, or 10.1%, to
$135.3 million during the year ended December 31, 2019, from $122.9 million in the comparable period in
2018. The increase was primarily due to an increase in ecommerce unit sales as we sold 8,263 ecommerce
vehicles in the year ended December 31, 2019, compared to 7,232 ecommerce vehicles in the year ended
December 31, 2018. Our ecommerce unit sale growth was primarily driven by scaling our business operations
and growing our inventory levels across all markets.
Fiscal 2018 Versus Fiscal 2017. Ecommerce vehicle revenue increased by $34.0 million, or 38.3%, to
$122.9 million during the year ended December 31, 2018, from $88.9 million in the comparable period in 2017.
The increase was primarily due to an increase in ecommerce unit sales as we sold 7,232 ecommerce vehicles in
the year ended December 31, 2018, compared to 4,987 ecommerce vehicles in the year ended December 31,
2017. Our ecommerce unit sales growth was primarily driven by our transition from a consignment model,
where we paid the seller after their unit sold on our platform, to a buy-out model, where we purchased a unit
from a seller outright, in the second half of 2018, after which we started aggressively growing our sellable
inventory base. The transition to a buyout model helped grow our inventory, allowing for revenue growth from
a larger sellable inventory base, as we found that there were more customers who were willing to sell us their
cars if we paid them upfront (buy-out model), compared to the number of customers who were willing to wait
for payment while we reconditioned and sold their car to a new buyer.
Other Revenue
Fiscal 2019 Versus Fiscal 2018. Other revenue increased by $0.5 million, or 20.4%, to $3.2 million
during the year ended December 31, 2019, from $2.6 million in the comparable period in 2018. This increase
was primarily driven by an increase in other gross profit per unit and Adjusted GPU, which grew to $381 and to
$463 per unit, respectively, in the year ended December 31, 2019, from $362 per unit in the comparable period
in 2018. This increase in other gross profit per unit and other Adjusted GPU was driven by improvements in our
financing and insurance products by investing in developing partner relationships, sales teams and our
technology platform.
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Fiscal 2018 Versus Fiscal 2017. Other revenue increased by $0.7 million, or 35.5%, to $2.6 million
during the year ended December 31, 2018, from $1.9 million in the comparable period in 2017. The increase
was primarily due to an increase in ecommerce unit sales as we sold 7,232 ecommerce vehicles in the year
ended December 31, 2018, compared to 4,987 ecommerce vehicles in the year ended December 31, 2017.
Wholesale Vehicle Revenue
Fiscal 2019 Versus Fiscal 2018. Wholesale vehicle revenue increased by $21.5 million, or 341.0%, to
$27.8 million during the year ended December 31, 2019, from $6.3 million in the comparable period in 2018.
The increase was primarily due to an increase in wholesale unit sales as we sold 2,828 wholesale vehicles in the
year ended December 31, 2019, compared to 1,248 wholesale vehicles in the year ended December 31, 2018.
Fiscal 2018 Versus Fiscal 2017. Wholesale vehicle revenue increased by $2.6 million, or 68.7%, to
$6.3 million during the year ended December 31, 2018, from $3.7 million in the comparable period in 2017.
The increase was primarily due to an increase in wholesale unit sales as we sold 1,248 wholesale vehicles in the
year ended December 31, 2018, compared to 717 wholesale vehicles in the year ended December 31, 2017.
Cost of Sales
Fiscal 2019 Versus Fiscal 2018. Cost of sales increased by $41.6 million, or 32.9%, to $168.0 million
during the year ended December 31, 2019, from $126.4 million in the comparable period in 2018. The increase
was primarily due to an increase in unit sales as we sold 11,091 vehicles in the year ended December 31, 2019,
compared to 8,480 vehicles in the year ended December 31, 2018.
Fiscal 2018 Versus Fiscal 2017. Cost of sales increased by $36.4 million, or 40.5%, to $126.4 million
during the year ended December 31, 2018, from $90.0 million in the comparable period in 2017. The increase
was primarily due to an increase in unit sales as we sold 8,480 vehicles in the year ended December 31, 2018,
compared to 5,704 vehicles in the year ended December 31, 2017.
Ecommerce Vehicle Gross Profit
Fiscal 2019 Versus Fiscal 2018. Ecommerce vehicle gross profit increased by $1.5 million, or 59.1%, to
$4.0 million during the year ended December 31, 2019, from $2.5 million in the comparable period in 2018.
The increase was primarily driven by an increase in ecommerce gross profit per unit, which grew to $485 for
the year ended December 31, 2019, from $348 in the comparable period in 2018. This increase in ecommerce
gross profit per unit was driven by improvements made to our pricing and inventory management strategy
throughout 2019.
Fiscal 2018 Versus Fiscal 2017. Ecommerce vehicle gross profit increased by $0.4 million, or 18.6%, to
$2.5 million during the year ended December 31, 2018, from $2.1 million in the comparable period in 2017. As
outlined above in “— Ecommerce Vehicle Revenue” this increase was primarily driven by an increase in
ecommerce unit sales, and was partially offset by a decrease in our ecommerce gross profit per unit, which
dropped to $348 in the year ended December 31, 2018, from $426 in the comparable period in 2017.
Other Gross Profit
Other revenue consists of 100% gross margin products for which gross profit equals revenue. Therefore,
changes in other gross profit and the associated drivers are identical to changes in other revenue and the
associated drivers.
Wholesale Vehicle Gross Profit
Fiscal 2019 Versus Fiscal 2018. Wholesale vehicle gross profit decreased by $9.2 million to a loss of
$8.9 million during the year ended December 31, 2019, from profit of $0.3 million in the comparable period in
2018. The primary driver of this decrease was the financial impact of the non-cash Lithia milestone, which had
a negative impact of $8.5 million in the year ended December 31, 2019. Additionally, the wholesale gross profit
per unit and Adjusted GPU decreased to a loss of $1,080 and $137 per unit, respectively, in the year ended
December 31, 2019, compared to a profit of $35 in the comparable period in 2018.
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Fiscal 2018 Versus Fiscal 2017. Wholesale vehicle gross profit decreased by $231 thousand, or 47.8%,
to $253 thousand during the year ended December 31, 2018, from $484 thousand in the comparable period in
2017. The primary driver of this decrease was a decrease in wholesale gross profit per unit, which decreased to
$35 in the year ended December 31, 2018, down from $97 in the comparable period in 2017.
Components of SG&A
Years Ended December 31,
2019

2018

Change

2017

Change

($ in thousands)

Compensation and benefits(1)

$

Marketing expense
Other costs(2)
Total selling, general and administrative
expenses

$

33,226 $

18,864

76.1% $

13,490

39.8%

6,957

5,439

27.9%

2,892

88.1%

31,677

20,394

55.3%

12,188

67.3%

71,860 $

44,697

60.8% $

28,570

56.4%

____________
(1)

(2)

Compensation and benefits includes all payroll and related costs, including benefits, payroll taxes and equity-based
compensation, except those related to preparing vehicles for sale, which are included in cost of sales, those related to
the development of software products for internal use, which are capitalized to software and depreciated over the
estimated useful lives of the related assets
Other costs include all other selling, general and administrative expenses such as hub operating costs, vehicle
shipping costs for internal purposes, corporate occupancy, professional services, registration and licensing, and IT
expenses.

Fiscal 2019 Versus Fiscal 2018. Selling, general and administrative expenses increased by
$27.2 million, or 60.8%, to $71.9 million during the year ended December 31, 2019, from $44.7 million in the
comparable period in 2018. The increase was primarily due to the increase in compensation and benefits costs
of $14.4 million, marketing expenses of $1.5 million and other costs of $11.3 million.
Fiscal 2018 Versus Fiscal 2017. Selling, general and administrative expenses increased by
$16.1 million, or 56.4%, to $44.7 million during the year ended December 31, 2018, from $28.6 million in the
comparable period in 2017. The increase was primarily due to the increase in compensation and benefits costs
of $5.4 million, increase in marketing expenses of $2.5 million and other costs of $8.2 million.
Liquidity and Capital Resources
Sources of liquidity
Our main source of liquidity is cash generated from financing activities. Cash generated from financing
activities through September 30, 2020 primarily includes proceeds from the sale of Convertible Preferred Stock
(see Note 5 — Stockholders’ Equity in our annual consolidated financial statements), proceeds from our
flooring line of credit facility with U.S. Bank in 2020, 2019 and 2018, which we refer to as the FLOC, and
proceeds from the Delayed Draw Term Loan, which we refer to as the DDTL, with Lithia in 2019 and 2020.
Refer to Note 7 — Related Party Transactions in our Condensed Consolidated Financial Statements for
additional information.
On June 29, 2020, the Company entered into an Agreement and Plan of Merger (the “Merger
Agreement”) among the Company and Insurance Acquisition Corp., (“IAC”), an entity listed on the Nasdaq
Capital Market under the trade symbol “INSU”, IAC Merger Sub, Inc., a Delaware corporation and direct
wholly owned subsidiary of IAC (“Merger Sub”), providing for, among other things, and subject to the
conditions therein, the combination of the Company and IAC pursuant to the proposed merger of Merger Sub
with and into the Company with the Company continuing as the surviving entity (the “Merger”).
On October 13, 2020, Shift and INSU consummated the Merger, in connection with which the combined
public company received approximately $302 million, net of fees and expenses. See Note 12 Subsequent Events
in the Notes to Condensed Consolidated Financial Statements for additional details regarding this transaction.
This capital will not only contribute to our long-term growth goals but we expect this funding to extend our
expected liquidity.
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Since inception, the Company has generated recurring losses which has resulted in an accumulated deficit
of $269.9 million as of September 30, 2020. Further, during the nine months ended September 30, 2020, the
Company had negative operating cash flows of $45.9 million. In the future, we may attempt to raise additional
capital through the sale of equity securities or through equity-linked or debt financing arrangements. If we raise
additional funds by issuing equity or equity-linked securities, the ownership of our existing stockholders will be
diluted. If we raise additional financing by incurring indebtedness, we will be subject to increased fixed
payment obligations and could also be subject to restrictive covenants, such as limitations on our ability to incur
additional debt, and other operating restrictions that could adversely impact our ability to conduct our business.
Any future indebtedness we incur may result in terms that could be unfavorable to equity investors. Due to the
economic uncertainty caused by the novel coronavirus pandemic, the debt and equity markets have become less
predictable and obtaining financing on favorable terms and at favorable rates has become more difficult.
Debt obligations
In early September 2018, we entered into a Senior Secured Convertible Promissory Note Agreement
(“Lithia Note”) with Lithia with a principal sum of $20.0 million and received the related proceeds thereon (see
Note 7 — Stockholders’ Equity in our Condensed Consolidated Financial Statements). The Lithia Note was
subsequently converted into Series D Convertible Preferred Stock pursuant to its terms in September 2018.
In September 2018, we entered into the DDTL with Lithia as lender with a principal sum of $25.0 million,
available to be drawn in two tranches of $12.5 million each starting December 2019. In December 2019, we
received the first installment of $12.5 million and drew the second $12.5 million tranche in July 2020. The
DDTL is secured by all assets of Shift. On November 10, 2020, the full amount of the DDTL was repaid using
proceeds of the Merger.
In October 2018, we entered into the FLOC with US Bank as a lender, with the proceeds from such
arrangement available on a revolving basis to finance the purchase of vehicles, up to 80% of total value. The
facility initially allows for a $30.0 million commitment of advances, whereby we may borrow, prepay, repay
and reborrow the advances. We may request a one-time increase in the commitment by an amount equal to
$20.0 million, provided that certain conditions in the facility agreement are met. Shift’s obligations under the
FLOC are backed by a guarantee provided by Lithia. The FLOC is secured by all assets of Shift.
As of September 30, 2020, we had total outstanding debt of $20.5 million under the Floorplan Facility and
$25.0 million under the DDTL. Over the course of 2020, our weighted average interest rate on our Floorplan
Facility and our Long-Term Debt was 3.6%.
In April 2020, we received loans with a current total outstanding amount of approximately $6.1 million
from the Small Business Administration under the Paycheck Protection Program (the “PPP Loans”) to help us
keep our workforce employed and avoid further headcount reduction during the COVID-19 crisis. The full
amount of the PPP Loans was repaid in connection with the closing of the Merger in October 2020.
Cash Flows — Nine Months Ended September 30, 2020 and 2019
The following table summarizes our cash flows for the periods indicated:
Nine Months Ended
September 30,
2020

2019

($ in thousands)

Cash Flow Data:
Net cash used in operating activities

$

(45,940) $

(18,860)

Net cash used in investing activities

(3,264)

(4,799)

Net cash (used in) provided by financing activities

24,599

(1,440)
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Operating Activities
For the nine months ended September 30, 2020, net cash used in operating activities was $45.9 million,
primarily driven by net loss of $54.6 million adjusted for non-cash charges of $15.01 million and net changes in
our operating assets and liabilities of $6.3 million. The non-cash adjustments primarily relate to share-based
compensation, including warrant remeasurements, of $7.7 million, amortization of debt discounts associated
with loan guarantees and delayed draw term loan of $3.3 million, and depreciation and amortization expense of
$3.3 million. The changes in operating assets and liabilities are primarily driven by a $15.3 million increase in
inventory and a $6.1 million increase in accounts receivable partially offset by an increase in accrued expenses
and other current liabilities of $7.9 million, and an increase in accounts payable of $7.5 million.
For the nine months ended September 30, 2019, net cash used in operating activities was $18.9 million,
primarily driven by net loss of $60.0 million adjusted for non-cash charges of $21.2 million and net changes in
operating assets and liabilities of $19.9 million. The non-cash adjustments primarily relate to the contra-revenue
associated with milestones of $7.3 million, compensation expense from an exchange of stock of $4.8 million,
non-cash expense upon milestone achievement of $2.9 million, amortization of debt discounts associated with
loan guarantees, delayed draws, growth capital, and other debt of $3.1 million, depreciation and amortization
expense of $2.2 million, and share-based compensation, including warrant remeasurements, of $0.9 million.
The changes in operating assets and liabilities are primarily driven by a decrease in inventory of $20.7 million.
Investing Activities
For the nine months ended September 30, 2020, net cash used in investing activities of $3.3 million was
primarily driven by the capitalization of website and internal-use software costs.
For the nine months ended September 30, 2019, net cash used in investing activities of $4.8 million was
primarily driven by the capitalization of website and internal-use software costs.
Financing Activities
For the nine months ended September 30, 2020, net cash provided by financing activities was $24.6
million, primarily due to proceeds from the Delayed Draw Term Loan of $12.5 million, the SBA PPP loans of
$6.1 million and net borrowings on the flooring line of credit of $4.3 million.
For the nine months ended September 30, 2019, net cash used in financing activities was $1.4 million,
primarily due to net repayment on the flooring line of credit of $7.2 million, partially offset by proceeds from
the issuance of convertible stock of $5.8 million.
Contractual Obligations
The following table includes aggregated information about contractual obligations that affect our liquidity
and capital needs. At December 31, 2019, our contractual obligations were as follows:
Payments Due by Period
Total

Less than
1 Year

1 – 3 Years

3 – 5 Years

More than
5 years

($ in thousands)

Operating lease obligations

$

Debt, principal and interest
Total

$

13,948 $

5,370 $

24,750

16,245

38,698 $

21,615 $

5,753 $

2,825 $

—

8,505

—

—

14,258 $

2,825 $

—

On March 27, 2020, the U.S. federal government enacted the Coronavirus Aid, Relief, and Economic
Security Act, or CARES Act. The CARES Act includes a provision for the Paycheck Protection Program, or
PPP, loans administered by the U.S. Small Business Administration. In April 2020, we entered into promissory
notes as part of PPP, the currently total outstanding amount of which is approximately $6.1 million, the future
principal and interest payments of which are not included in the above table. The loans bear interest at a 1.0%
annual rate. The loans were repaid in full in connection with the closing of the Merger.
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As of September 30, 2020, the Company reported a liability for vehicles acquired under OEM program of
$5.3 million. The Company records inventory received under the arrangement with the OEM equal to the
amount of the liability due to the OEM to acquire such vehicles. The liability due to the OEM provider for such
acquired vehicles is equal to the OEM’s original acquisition price plus 50% of excess estimated sales price over
this original acquisition price.
Off-Balance Sheet Arrangements
We are not a party to any off-balance sheet arrangements, including guarantee contracts, retained or
contingent interests, certain derivative instruments and variable interest entities that either have, or are
reasonably likely to have, a current or future material effect on our Condensed Consolidated Financial
Statements.
Critical Accounting Policies and Estimates
The preparation of financial statements in accordance with accounting principles generally accepted in the
United States requires management to make estimates and assumptions about future events that affect amounts
reported in our condensed consolidated financial statements and related notes, as well as the related disclosure
of contingent assets and liabilities at the date of the financial statements. Management evaluates its accounting
policies, estimates and judgments on an on-going basis. Management bases its estimates and judgments on
historical experience and various other factors that are believed to be reasonable under the circumstances.
Actual results may differ from these estimates under different assumptions and conditions.
Critical accounting policies are those policies that management believes are very important to the
portrayal of our financial position and results of operations, and that require management to make estimates that
are difficult, subjective or otherwise complex. Based on these criteria, management has identified the following
critical accounting policies:
Revenue
We recognize revenue upon transfer of control of goods or services to customers, in an amount that
reflects the consideration to which we expect to be entitled in exchange for those goods or services. Control
passes to the customer at the time of delivery or pick-up. We may collect sales taxes and other taxes from
customers on behalf of governmental authorities at the time of sale as required. These taxes are accounted for on
a net basis and are not included in revenues or cost of sales.
We have determined that a portion of the value associated with warrant consideration paid to Lithia, as a
customer of Shift, should be treated as contra-revenue by Shift following ASC topic 606.
We recognize revenue at a point in time as described below.
Ecommerce Vehicle Revenue
We sell used vehicles to retail customers through the platform. The transaction price for used vehicles is a
fixed amount as set forth in the customer contract. Customers frequently trade-in their existing vehicle to apply
toward the transaction price of a used vehicle. Trade-in vehicles represent non-cash consideration which we
measure at stated contract price for each specific vehicle. We satisfy our performance obligation and recognize
revenue for ecommerce vehicle revenue at a point in time when the vehicles are delivered to or picked up by the
customer. The revenue recognized by Shift includes the transaction price, including any service fees. Revenue
excludes any sales taxes, title and registration fees, and other government fees that are collected from
customers.
We receive payment for vehicle sales directly from the customer at the time of sale or, if the customer
uses financing, from third-party financial institutions within a short period of time following the sale if the
customer obtains financing. For any payments received prior to the delivery or pick-up of used vehicles, these
transactions are recorded within the condensed consolidated balance sheets until delivery or pick-up.
Our return policy allows customers to initiate a return during the first seven days or 200 miles after
delivery. Ecommerce vehicle revenue is recognized net of a reserve for returns, which is estimated using
historical experience and trends. The returns reserve was immaterial at September 30, 2020, and December 31,
2019.
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Other Revenue
We provide buyers on our platform with options for financing and vehicle protection products. All such
services are provided by unrelated third-party vendors and we have agreements with each of these vendors
giving us the right to offer such services on its platform. When a buyer selects a service from these providers,
we earn a commission based on the actual price paid/financed. We concluded that we are an agent for these
transactions because we do not control the products before they are transferred to the customer. Accordingly, we
recognize commission revenue at the time of sale.
Wholesale Vehicle Revenue
We sell vehicles through wholesale auctions. These vehicles sold to wholesalers are primarily acquired
from customers who trade-in their existing vehicles and such vehicles do not meet our quality standards to list
and sell through our website. We satisfy our performance obligation and recognize revenue for wholesale
vehicle revenue at a point in time when the vehicle is sold at auction or directly to a wholesaler. The transaction
price is typically due and collected within one week of the date of the sale.
In December 2018, we agreed to sell cars to Lithia Motors, Inc., under an OSM program whereby we
acquire cars primarily from consumers in the Oxnard, Salem and Fresno markets and re-sell them to Lithia. In
July 2019, the Salem OSM was discontinued due to coverage overlap with the Shift Portland Hub. We
recognize revenue at the agreed upon purchase price stated in the contract, plus charges such as repairs.
Payment is normally made within two weeks of delivery.
Revenue Recognition Prior to the Adoption of ASC 606
Prior to the adoption of ASC 606, the Company recognized revenue when all of the following criteria
were met: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred, (iii) the fee is fixed or
determinable, and (iv) collectability is probable.
Revenue from used vehicle sales is recognized upon delivery, when the sales contract is signed and the
purchase price had been received or financing had been arranged. Used vehicle revenue is recognized net of a
reserve for returns, which is estimated using historical experience and trends. Revenue from wholesale vehicle
sales is recognized when the vehicle is sold at auction or directly to a wholesaler. For other revenue, the
Company evaluates whether it is appropriate to record the gross amount of sales and related costs or the net
amount earned as commissions. The Company generally records the net amounts as commissions earned if we
are not primarily obligated and do not have latitude in establishing prices. Such amounts are determined using a
fixed percentage, a fixed-payment schedule, or a combination or the two.
Contract Costs
We elected, as a practical expedient, to expense sales commissions when incurred because the
amortization period would have been less than one year. These costs are recorded within selling general and
administrative expenses in the condensed consolidated statements of operations and comprehensive loss.
Valuation of Inventory
Inventory consists of used vehicles, primarily acquired through auction and individual sellers, as well as
some vehicles sourced locally through the trade-in program of an OEM. Inventory is stated at the lower of cost
or net realizable value. Acquisition costs, vehicle reconditioning costs include parts, applied labor, unapplied
labor, inbound transportation costs and other incremental costs, which are allocated to inventory via specific
identification and standard costing. Inventory cost is determined by specific identification. Net realizable value
is based on the estimated selling price derived from historical data and trends, such as sales price and average
days to sale of similar vehicles, as well as independent, market resources less costs to complete, dispose and
transport the vehicles. To the extent that there are significant changes to estimated vehicle selling prices or
decreases in demand for used vehicles, there could be significant adjustments to reflect our inventory at net
realizable value.
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Determination of the Fair Value of Common Stock
As there has been no public market for our common stock to date, the estimated fair value of our common
stock has been determined by our board of directors as of the date of each option grant with input from
management, considering our most recently available third-party valuations of common stock, and our board of
directors’ assessment of additional objective and subjective factors that it believed were relevant and which may
have changed from the date of the most recent valuation through the date of the grant. These third-party
valuations were performed in accordance with the guidance outlined in the American Institute of Certified
Public Accountants’ Accounting and Valuation Guide, Valuation of Privately-Held-Company Equity Securities
Issued as Compensation.
The assumptions underlying these valuations were highly complex and subjective and represented
management’s best estimates, which involved inherent uncertainties and the application of management’s
judgment. As a result, if we had used significantly different assumptions or estimates, the fair value of our
common stock and our stock-based compensation expense could be materially different.
Once a public trading market for our common stock has been established in connection with the
completion of this offering, it will no longer be necessary for our board of directors to estimate the fair value of
our common stock in connection with our accounting for granted stock options and other such awards we may
grant, as the fair value of our common stock will be determined based on the quoted market price of our
common stock.
Income Taxes
We account for income taxes using the asset and liability method. We recognize deferred tax assets and
liabilities for the expected future tax consequences of events that have been included in the financial statements
or tax returns. Deferred tax assets and liabilities are determined based on the difference between the financial
statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the
differences are expected to reverse.
In evaluating the ability to recover our deferred income tax assets, we consider all available positive and
negative evidence, including our operating results, ongoing tax planning and forecasts of future taxable income
on a jurisdiction-by-jurisdiction basis. In the event we determine that we would be able to realize our deferred
tax assets in the future in excess of their net recorded amount, we would make an adjustment to the valuation
allowance that would reduce the provision for income taxes. Conversely, in the event that all or part of the net
deferred tax assets are determined not to be realizable in the future, an adjustment to the valuation allowance
would be charged to earnings in the period when such determination is made. As of September 30, 2020, and
December 31, 2019, respectively, we recorded a full valuation allowance on our deferred tax assets.
Tax benefits related to uncertain tax positions are recognized when it is more likely than not that a tax
position will be sustained during an audit. Interest and penalties related to unrecognized tax benefits are
included within the provision for income tax.
Stock-Based Compensation Expense
We classify stock-based awards granted in exchange for services as either equity awards or as liability
awards. Stock-based compensation expense related to awards to employees and non-employees are measured at
the grant date based on the fair value of the award. The calculation of the stock-based compensation is based on
the Black-Scholes valuation model, which requires significant estimates including the expected volatility of our
common stock, expected dividend yield, option term and risk-free rate. The fair value of the award that is
ultimately expected to vest is expensed on a straight-line basis over the requisite service period, which is
generally the vesting period. We elect to account for forfeitures as they occur by reversing compensation cost if
the award is forfeited.
Recently Issued Accounting Standards
See the sections titled “Summary of Significant Accounting Policies — Recently Issued Accounting
Standards” in Note 1 in the “Notes to Consolidated Financial Statements” for additional information.
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Quantitative and Qualitative Disclosures about Market Risk
Interest Rate Risk
We consider all highly liquid investments purchased with an original maturity of three months or less to
be cash equivalents. As of September 30, 2020, and December 31, 2019, 2018 and 2017, cash and cash
equivalents consisted of bank deposits, money market placements and demand deposits with payment platforms
such as Stripe.
The cash and cash equivalents are held primarily for working capital purposes. These interest-earning
instruments are subject to interest rate risk. To date, fluctuations in interest income have not been significant.
We also have exposure in changing interest rates in connection with the FLOC and the DDTL agreement.
Interest rate risk is highly sensitive due to many factors, including U.S. monetary and tax policies, U.S. and
international economic factors and other factors beyond our control. Advances under the FLOC accrue interest
at LIBOR plus 2.0% and as of December 31, 2019, LIBOR was 1.69%. Interest on the DDTL agreement
accrues at a rate equal to LIBOR plus 0.50% and the applicable margin at the date of determination, with
additional interest based upon the three-month cash burn set forth in our financial statements and compliance
certificates as of the end of each fiscal quarter. Additional interest of 1% is accrued if three-month cash burn is
greater than $12 million but equal to or less than $13.5 million and 2% if greater than $13.5 million. We believe
a change to our interest rate of 1% would have an immaterial financial impact. As of December 31, 2019, we
had total outstanding debt of $16.2 million under the FLOC and $12.5 million under the DDTL. Over the course
of 2019, our weighted average interest rate on our FLOC and our other borrowings was 5%. Both the FLOC and
the DDTL will either expire or be paid down prior to December 2021, when LIBOR is set to be discontinued.
In April 2020, we entered into promissory notes as part of PPP, the total outstanding amount of which was
approximately $6.1 million, the future principal and interest payments of which are not included in the above
table. The loans bore interest at a fixed 1.0% annual rate and did not bear any interest rate risk. The loans were
repaid in full in connection with the closing of the Merger.
Credit Risk
Financial instruments that potentially subject us to concentration of credit risk consist of cash and cash
equivalents and accounts receivable. Substantially all of our cash and cash equivalents were deposited in
accounts at one financial institution, and account balances may at times exceed federally insured limits.
Management believes that we are not exposed to significant credit risk due to the financial strength of the
depository institution in which the cash is held.
Credit risk with respect to accounts receivable is generally not significant due to a limited carrying
balance of receivables. We routinely assess the creditworthiness of our customers. We generally have not
experienced any material losses related to receivables from individual customers, or groups of customers during
the years ended December 31, 2019, 2018 and 2017. We do not require collateral. Due to these factors, no
additional credit risk beyond amounts provided for collection losses is believed by management to be probable
in our accounts receivable.
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MANAGEMENT
Executive Officers and Board of Directors
The following persons are anticipated to be the executive officers and directors of the Company:
Name

Age

George Arison

42

Co-Chief Executive Officer and Chairman

Position

Toby Russell

42

Co-Chief Executive Officer and President

Cindy Hanford

56

Chief Financial Officer

Sean Foy

53

Chief Operating Officer

Karan Gupta

40

Senior Vice President of Engineering

Victoria McInnis

59

Class I Director

Kellyn Smith Kenny

43

Class I Director

Jason Krikorian

49

Class II Director

Emily Melton

43

Class II Director

Adam Nash

45

Class II Director

George Arison

42

Class III Director

Manish Patel

40

Class III Director

Toby Russell

42

Class III Director

Directors
George Arison, Co-Chief Executive Officer and Chairman, incorporated Shift in December 2013 and has
been its Chief Executive Officer since inception. Prior to co-founding Shift, he served in various positions at
Google from 2010 to 2013, most recently as a product manager. From 2007 to 2010, he co-founded Taxi Magic
(now known as Curb) with Mr. Russell. From 2005 to 2007 he worked for Boston Consulting Group. Mr.
Arison is an investor in numerous startups, including Pulsar AI, Zero, Shipper, TravelBank, Carrot, Eden, CUR,
and Fathom. Prior to his business career, Mr. Arison was a policy analyst and ran a political campaign in
Georgia, the country of his birth, about which he wrote Democracy and Autocracy in Eurasia: Georgia in
Transition. Mr. Arison holds a bachelor’s degree from Middlebury College.
Toby Russell, Co-Chief Executive Officer and President, is a co-founder of Shift and has been employed
by the company since November 2015. Prior to joining Shift, he was Managing Vice President at Capital One
from 2011 to 2015 where he led the digital transformation of the bank, including creating a completely new
mobile and desktop customer experience for customers. In 2007, he co-founded Taxi Magic (now known as
Curb) with Mr. Arison, which invented the use of native mobile applications for on-demand services, in its case
transportation. In addition to his work in the private sector, Mr. Russell has spent time in public service, leading
a $12 billion renewable energy and efficiency investment program for the U.S. Department of Energy. After
finishing his Doctorate at Oxford University, he worked as a project leader at the Boston Consulting Group. Mr.
Russell holds a bachelor’s degree from Middlebury College.
Victoria McInnis served as an independent board member and audit committee chair for VectoIQ
Acquisition Company, a special purpose acquisition company, from May 2018 to June 2020. VectoIQ
Acquisition Company merged with Nikola Corporation in June 2020. Prior to joining VectoIQ Acquisition
Company, Ms. McInnis held various positions with General Motors Corporation prior to her retirement in
August 2017, including Vice President, Tax and Audit March 2015 to August 2017, Chief Tax Officer from
2009 to March 2015 and, prior to that, Executive Director, Tax Counsel, General Tax Director, Europe, Director
of Federal Tax Audits, and Senior Tax Counsel, GM Canada. The board has determined that Ms. McInnis is
well qualified to serve as a director based on her extensive experience in the automotive industry and her
financial expertise.
Kellyn Smith Kenny has been recognized by Fortune, Adweek, Brand Innovators, and HotTopics for
marketing innovation, effectiveness, and leadership, where she is featured as a Top 100 Most Innovative CMOs
in the World, Top 50 CMO, Top 20 Most Tech Savvy CMOs, Top 100 Women in Brand Marketing, and
Working Mother of the Year. Most recently she served as the global Chief Marketing Officer at Hilton
Worldwide, where she led a 700-person team responsible for the multi-billion dollar company’s 18 brands, from
January 2018 to June 2020. Prior to joining Hilton, Ms. Smith Kenny served as Vice President of Marketing at
Uber Technologies from May 2016 to
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January 2018. She has also held senior positions at Capital One from 2011 to 2016 and at Microsoft from 2005
to 2011. Ms. Smith Kenny holds a Bachelor of Arts in Economics from Colgate University and a Master of
Business Administration from Northwestern University. The board has determined that Ms. Smith Kenny is
well qualified to serve as a director based on her intimate knowledge of how to build and maintain a strong
brand and her extensive experience in senior management positions at public companies.
Jason Krikorian has served on the board of directors for Shift since September 2018. He has served as a
General Partner for DCM Venture Capital, an international venture capital firm, since July 2010. He also
currently serves as an investor for PLAYSTUDIOS and as a board member for Augmedix, Inc., Caavo,
Fivestars, Matterport, FloSports, Kespry, Origin, Siren, SigFig, ART 19, and UJET. Previously, Mr. Krikorian
was a co-founder and Executive Vice President of Business Development at Sling Media, Inc., the creator of the
Slingbox, from June 2004 to January 2009, and has held numerous other board positions. Mr. Krikorian holds a
Bachelor of Arts in Psychology from the University of California, Berkeley and both a Master of Business
Administration and Juris Doctorate from the University of Virginia. The board has determined that Mr.
Krikorian is well qualified to serve as a director based on his intimate knowledge of the company and industry
from serving as a director of Shift and his extensive experience with early stage companies, both as a director
and in management, and as a general partner in a venture capital firm.
Emily Melton has served on the board of directors for Shift since 2014. She currently is the Managing
Partner of Threshold Ventures, an early-stage venture capital firm that she founded, since January 2014. She
also serves on the board of directors for OODA Health, BetterUp, Wellframe, Livongo, Verge Genomics, Vineti,
and Imagen Technologies. Previously, Ms. Melton has served as an investor and advisor to companies, and
served in various roles at Draper Fisher Jurveston, a venture capital firm focused on investments in enterprise,
consumer and disruptive technologies, from 2000 to 2009. Ms. Melton holds a Bachelor of Arts in Political
Science and Philosophy, and a Master of Business Administration, from Stanford University. The board believes
Ms. Melton is well qualified to serve as a director based on her intimate knowledge of the company and
industry from her long history as a director of Shift and her extensive experience as a director of early stage
companies and as the founder of a venture capital firm.
Adam Nash has served on the board of directors of Acorns, a financial technology & services company
that specializes in micro-investing, since February 2017 and is an adjunct lecturer in Computer Science at
Stanford University, a position he has held since September 2017. Previously, he served as the Vice President of
Product & Growth at Dropbox, a leading provider of cloud-based storage and collaboration applications, from
2018 to 2020. Prior to joining Dropbox, Mr. Nash was the President and Chief Executive Officer of
Wealthfront, Inc. (“Wealthfront”) from 2014 to 2016. Before Wealthfront, he held roles as an Executive in
Residence at Greylock Partners and Vice President of Product at LinkedIn. In addition, Mr. Nash has held
strategic and technical roles at eBay, Atlas Venture, Preview Systems, and Apple. Mr. Nash holds both Bachelor
of Science and Master of Science degrees in Computer Science from Stanford University, and a Master of
Business Administration from Harvard University. The board has determined that Mr. Nash is qualified to serve
as a director based upon his prior service as a director of Shift, his extensive experience with early stage
companies as an angel investor and advisor, his knowledge of ecommerce and the innovation economy in
California, and his knowledge of the business communities in Shift’s principal markets.
Manish Patel has served on the board of directors for Shift since 2014 and currently is the chair of its
compensation committee. He currently is a General Partner for Highland Capital Partners, a global venture
capital firm, serving in the position since August 2010. In addition, Mr. Patel has served as a Teaching Faculty
and Strategic Advisor at Stanford University since 2015 and an Artificial Intelligence and Machine Learning
Fellow at the University of Toronto since 2018. Previously, Mr. Patel has served as an Advisory Board Member
for the MIT/Stanford Venture Lab from 2015 to 2017 and held positions in Product Management at Google
from 2004 to 2010. Mr. Patel has also assisted a number of private companies with compensation in the capacity
of a board member or investor, including Scopely, Muxgram, Bromium, Thumbsup Labs, SmartThings, and
Fleksy. Mr. Patel holds a Bachelor of Art in Economics and Bachelor of Science in Engineering from Stanford
University. The board believes that Mr. Patel is well qualified to serve as a director based on his intimate
knowledge of the company and industry from his long history as a director of Shift and his extensive experience
in the venture capital industry.
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Executive Officers
George Arison’s biographical information is set forth above.
Toby Russell’s biographical information is set forth above.
Cindy Hanford, Chief Financial Officer, has served as the Chief Financial Officer of Shift since 2020
and previously served as Vice President of Finance from 2019-2020. Prior to joining Shift, Ms. Hanford served
as Director of Business Transformation at The Thornhill Companies, a vertically-integrated central coast wine
company, from 2018-2019. Prior to The Thornhill Companies, Ms. Hanford served as a Regional Controller at
Lithia Auto Group from 2017-2018 and held a variety of senior finance and operations positions at Nike
beginning in 2004. Ms. Hanford graduated from the University of Washington — Michael G. Foster School of
Business with a Bachelor’s of Arts in Accounting.
Sean Foy, Chief Operating Officer, has served in his current role since November 2018. Prior to joining
Shift, Mr. Foy served as Head of Logistics, Supply Chain and Fulfillment Operations for Enjoy Technology,
Inc., an operator of mobile retail stores across the U.S., U.K. and Canada from February 2017 until July 2017
and then as Head of Operations through November 2018. He previously served as Director of Operations for
Kindle, Fire, Echo and Amazon Devices at Amazon Lab126 from 2014 to 2017. Prior to joining Amazon
Lab126, he served in positions of increasing responsibility for Kobo Europe, Amazon, Grafton Group plc,
Ascott Management Solutions, Primafruit Ltd, Sears and Allied Distillers. He holds a master’s degree in Global
Management from the University of Salford.
Karan Gupta, Senior Vice President of Engineering, has been serving as the Senior Vice President of
Engineering since March 2020. Prior to joining Shift, Mr. Gupta served as Senior Director of Engineering at
The RealReal, Inc., an online and brick-and-mortar marketplace for authenticated luxury consignment, from
2017 – 2020. Prior to The RealReal, Inc., Mr. Gupta served as Senior Director of Engineering at Prysm Inc.
from 2016 – 2017 and as Chief Executive Officer of Mammoth Works Inc. from 2013-2016. Mr. Gupta has a
Master of Science in Computer Science from Texas Tech University and a Bachelor’s of Computer Engineering
from Maharshi Dayanand University.
Director Independence
Nasdaq listing rules require that a majority of the board of directors of a company listed on Nasdaq be
composed of “independent directors,” which is defined generally as a person other than an officer or employee
of the company or its subsidiaries or any other individual having a relationship, which, in the opinion of the
company’s board of directors, would interfere with the director’s exercise of independent judgment in carrying
out the responsibilities of a director. Our board of directors has determined that each of Victoria McInnis,
Kellyn Smith Kenny, Jason Krikorian, Emily Melton, Adam Nash, and Manish Patel are an independent director
under the Nasdaq listing rules and Rule 10A-3 of the Exchange Act. In making these determinations, our board
of directors considered the current and prior relationships that each non-employee director has with the
Company and all other facts and circumstances our board of directors deemed relevant in determining
independence, including the beneficial ownership of our common stock by each non-employee director, and the
transactions involving them described in the section entitled “Certain Relationships and Related Transactions.”
Classified Board of Directors
In accordance with our charter, our board of directors is divided into three classes with only one class of
directors being elected in each year and each class (except for those directors appointed prior to our first annual
meeting of stockholders after the closing of the Merger) serving a three-year term.
Committees of the Board of Directors
The standing committees of our board of directors consists of an Audit Committee and the Leadership
Development, Compensation and Governance Committee. The composition of each committee is set forth
below.
Audit Committee
Our Audit Committee consists of Victoria McInnis, Jason Krikorian and Adam Nash, with Victoria
McInnis serving as the Chairman. We believe that Victoria McInnis, Jason Krikorian and Adam Nash meet the
independent director standards for audit committee members under Nasdaq’s listing rules and under Rule 10A3(b)(1) of the Exchange Act.
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The Audit Committee will at all times be composed exclusively of independent directors who are
“financially literate” as defined under Nasdaq’s listing rules. The Nasdaq listing rules define “financially
literate” as being able to read and understand fundamental financial statements, including a company’s balance
sheet, income statement and cash flow statement.
In addition, the Company is required to certify to Nasdaq that the Audit Committee has, and will continue
to have, at least one member who has past employment experience in finance or accounting, requisite
professional certification in accounting, or other comparable experience or background that results in the
individual’s financial sophistication. We have determined that Victoria McInnis satisfies Nasdaq’s definition of
financial sophistication and also qualifies as an “audit committee financial expert,” as defined under rules and
regulations of the SEC.
The duties of the Audit Committee include, but are not be limited to:
•

Review and discuss with management and the independent auditors:
•

The Company’s annual audited financial statements and quarterly unaudited financial
statements. This review must be conducted at a meeting (whether in person, telephonic or
otherwise) and must include a review of the Company’s specific disclosures under
Management’s Discussion and Analysis of Financial Condition and Results of Operations.
The Committee shall recommend to the Board whether the annual audited financial
statements should be included in the Company’s Annual Report on Form 10-K.

•

The independent auditors’ report mandated by Section 10A of the Exchange Act regarding:
(a) illegal acts, (b) related party transactions, (c) critical accounting policies and practices,
(d) alternative treatments of financial information within GAAP that have been discussed with
management, along with the ramifications of the use of such alternative disclosures and
treatments and the treatment preferred by the independent auditors, and (e) other material
written communications between the independent auditors and management, such as any
management letter or schedule of unadjusted differences.

•

Major issues regarding accounting principles and financial statement presentations, including
any significant changes in the Company’s selection or application of accounting principles
and major issues as to the adequacy and effectiveness of the Company’s internal controls and
any special audit steps adopted in light of material control deficiencies.

•

Analyses prepared by management and/or the independent auditors setting forth significant
financial reporting issues and judgments made in connection with the preparation of financial
statements, including analyses of the effects of alternative GAAP methods on the financial
statements.

•

The effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on
the financial statements of the Company.

•

Discuss the Company’s earnings press releases, as well as financial information and earnings
guidance provided to analysts and rating agencies. This discussion may be general (i.e., in terms of
the types of information to be disclosed and the type of presentation to be made, paying particular
attention to the use of “pro forma” or “adjusted” non-GAAP financial information), and the
Committee need not discuss in advance each earnings release or each instance in which the
Company may provide earnings guidance.

•

Discuss the Company’s policies governing the process by which risk assessment and risk
management is undertaken. The Committee should discuss the Company’s major financial risk
exposures and the steps management has taken (including guidelines and policies) to monitor and
control such exposures.

•

Review disclosures made by the Chief Executive Officer(s) and Chief Financial Officer regarding
any significant deficiencies or material weaknesses in the design or operation of the Company’s
internal control over financial reporting that are reasonably likely to adversely affect the Company’s
ability to record, process, summarize and report financial information and any fraud that involves
management or other employees that have a significant role in the Company’s internal control over
financial reporting.

•

Exercise oversight of the implementation and effectiveness of the Shift Code of Business Conduct
and Ethics for Employees (the “Code”), and make recommendations to the Board regarding any
changes, amendments, and modifications to the Code.
84

Table of Contents
•

At least annually, review with the General Counsel, or designated representative, and other ethics
and compliance personnel as appropriate, the ethics and compliance function, including
responsibilities, resources, Code implementation, assessment of Code effectiveness, and inquiries
made to the General Counsel.

•

Establish procedures for (a) the receipt, retention and treatment of complaints received by the
Company regarding accounting, internal accounting controls or auditing matters, and (b) the
confidential, anonymous submission by Company employees of concerns regarding questionable
accounting or auditing matters.

•

Discuss with the Company’s General Counsel (or such other person having responsibility for
oversight of the Company’s legal matters if the Company does not have a General Counsel) legal
matters that may have a material impact on the Company’s financial statements or compliance
policies.

•

Approve all waivers of the Code for officers of the Company.

•

Select, determine the compensation of and oversee the Company’s independent auditors. As part of
its oversight function, the Committee shall resolve any disagreements between management and the
independent auditors regarding financial reporting. The Committee also shall propose and approve
the discharge of the independent auditors when circumstances warrant.

•

Approve the annual audit fees to be paid to the independent auditors. Pre-approve all audit services,
as well as all permitted non-audit services to be performed for the Company by the independent
auditors as and to the extent required by the Exchange Act and the Sarbanes-Oxley Act of 2002.
The Committee must consider whether the provision of permitted non-audit services by the
independent auditors is compatible with maintaining the auditor’s independence, and shall solicit
the input of management and the independent auditors on that issue. The Chair (or any Committee
member if the Chair is unavailable) may pre-approve such services in between Committee
meetings; provided, however, that the Chair (or such other Committee member) must disclose all
such pre-approved services to the full Committee at the next scheduled meeting.

•

At least annually, obtain and review a report by the independent auditors describing (a) the audit
firm’s internal quality-control procedures, (b) any material issues raised by the most recent internal
quality-control or peer review of the audit firm or by any inquiry, review or investigation by
governmental or professional authorities (including the Public Company Accounting Oversight
Board), within the last five years, respecting one or more independent audits carried out by the audit
firm and any steps taken to address any such issues, and (c) the auditor’s independence and all
relationships between the audit firm and the Company.

•

After reviewing the independent auditors’ report referred to above and such auditors’ work
throughout the year, annually evaluate the qualifications, performance and independence of the
independent auditors, including a review and evaluation of the lead partner on the audit, taking into
account the opinions of management and the Company’s internal auditors. As part of this
independence review, the Committee should ensure the rotation of the lead, concurring and other
audit partners as required by law and review and discuss with the independent auditors all
significant relationships they have with the Company that could impair the auditors’ independence.
The Committee also should periodically consider whether, in order to ensure continuing auditor
independence, there should be regular rotation of the independent auditor. The Committee shall
present its conclusions with respect to the independent auditors to the Board.

•

At least annually, discuss with the independent auditors, out of the presence of management if
deemed appropriate:
•

The overall scope, planning and staffing of the annual audit.

•

The matters required to be discussed by Statement on Auditing Standards No. 61, as amended,
relating to the conduct of the audit.
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•

Any audit problems or difficulties, and management’s response, including a discussion
regarding: (i) any restrictions on the scope of the independent auditors’ activities or on access
to requested information, (ii) any significant disagreements with management, (iii) any
accounting adjustments that were noted or proposed by the independent auditors but were
“passed” (as immaterial or otherwise), (iv) any communications between the independent
audit team and the independent auditors’ national office respecting auditing or accounting
issues presented by the engagement, (v) any “management” or “internal control” letter issued,
or proposed to be issued, by the independent auditors to the Company and (vi) the
responsibilities, budget and staffing of the Company’s internal audit function.

•

Set clear hiring policies for current and former employees of the independent auditors.

•

Review internal audit department activities, organizational structure and staff qualifications.

•

Approve internal audit department projects and annual budget and receive updates regarding
significant changes thereto.

•

Review with the internal audit department the status and results (including remedial actions) of audit
projects.

•

Review all significant reports to management prepared by the internal audit department, and
management’s responses.

•

Work with the Leadership Development, Compensation and Governance Committee to perform an
annual self-assessment of the Committee.

•

Prepare the report required by the rules of the SEC to be included with the Company’s annual proxy
statement.

•

Review and reassess the adequacy of this Charter at least once every two years, and recommend any
proposed changes to the Leadership Development, Compensation and Governance Committee.

•

Review the Company’s use of derivative instruments, the purpose and risks of such use and the
impact on the Company’s financial statements.

•

Perform any other activities consistent with this Charter as the Committee or the Board deem
necessary or appropriate.

The Committee shall review with both management and the independent auditors and approve all related
party transactions or dealings between parties related to the Company.
The written charter for the Audit Committee is available at www.shift.com. The information on this
website is not part of this prospectus.
Leadership Development, Compensation and Governance Committee
Our Leadership Development, Compensation and Governance Committee will consist of Manish Patel,
Emily Melton and Kellyn Smith Kenny, with Manish Patel serving as the Chair.
The duties of the Leadership Development, Compensation and Governance Committee include, but are
not be limited to:
•

Chief Executive Officer Performance. The Committee shall review and approve corporate goals
and objectives relevant to the compensation of the Chief Executive Officer(s) and shall evaluate the
performance of the Chief Executive Officer(s) in light of these goals and objectives.

•

Chief Executive Officer Compensation. The Committee shall recommend to the Board the
compensation level of the Chief Executive Officer(s) or changes to such level based on the
evaluation of the performance of the Chief Executive Officer(s) and any other factors the
Committee deems relevant.
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•

Director Compensation. The Committee shall review periodically, and recommend to the Board
any changes to, the form and amount of compensation for directors in light of the following
principles: (a) compensation should fairly pay directors for their time and effort; (b) compensation
should align directors’ interests with the long-term interests of stockholders; and (c) compensation
for independent directors should be consistent with that of other comparable public companies and
sufficient to attract, retain and motivate directors who are capable and qualified to serve as directors
for the Company. The Committee shall periodically review the principles underlying director
compensation and make recommendations to the Board when appropriate.

•

Officer Compensation. The Committee, after consultation with and upon recommendation of the
Chief Executive Officer(s), shall determine for officers (a) annual base and short and long-term
incentive compensation; and (b) any employment contract, severance/termination agreement,
retirement arrangement, change in control arrangement, and any special or supplemental benefit
arrangement that differs in a material way from the Company’s form contracts, agreements and
arrangements.

•

Compensation Principles and Philosophy. When appropriate, the Committee shall recommend to
the non-management Board members changes to the Chief Executive Officer(s) and other officer
compensation principles and periodically review the general employee compensation philosophy to
ensure it is appropriate and does not incentivize unnecessary and excessive risk taking.

•

Compensation and Benefits Programs. The Committee shall oversee overall compensation and
benefits programs and policies. Named fiduciary responsibility and responsibility for day-to-day
administration of such programs is delegated to the Company’s primary human resources officer
(“CHRO”), to the extent allowed by applicable law, including without limitation, the ability to
delegate their authority to other employees of the Company. Authority to adopt, amend, modify or
terminate the Company’s retirement plans is delegated to the Company’s Chief Executive Officer
(or Co-Chief Executive Officers, acting together), and authority to adopt, amend, modify or
terminate the Company’s other compensation and benefit programs is delegated to the CHRO,
including without limitation in either case, the ability to delegate their authority to other employees
of the Company.

•

Incentive Compensation Plans and Equity-Based Plans. When appropriate, and after consultation
with the Chief Executive Officer(s), the Committee shall approve the creation, revision and/or
termination of incentive compensation plans affecting Company officers and equity-based plans and
grants thereunder. The Committee has full authority to administer the Company’s incentive
compensation plans and equity-based plans (except to the extent the terms of such plan require
administration by the full Board) and to make grants of cash-based and equity-based awards under
such plans.

•

Report for Proxy Statement. To the extent required by SEC rules and regulations, the Committee
shall annually prepare a report on executive officer compensation to be included in the Company’s
annual proxy statement or Annual Report on Form 10-K, and shall review and discuss with
management, prior to the filing of the proxy statement or Annual Report on Form 10-K, the
disclosure relating to executive compensation, including Compensation Discussion and Analysis
and executive and director compensation tables.

•

Recommend Criteria for Selection of Directors. The Committee is responsible for developing the
criteria for the requisite skills and characteristics of new Board members as well as the composition
of the Board as a whole. The Committee shall periodically review and, if desirable, recommend
changes to the criteria for the selection of new directors as adopted by the Board from time to time
as set forth in the Guidelines.
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•

Recommend Director Candidates. The Committee shall recommend to the Board a slate of
director nominees for election or reelection at each annual meeting of stockholders. The Committee
shall identify, recruit and recommend to the Board only those candidates that the Committee
believes are qualified to become Board members consistent with the criteria for selection of new
directors adopted from time to time by the Board and shall consider the performance of incumbent
directors in determining whether to recommend them for reelection. The Committee shall consider
director candidates timely submitted by the Company’s stockholders in accordance with the notice
provisions and procedures set forth in the Company’s bylaws, and shall apply the same criteria to
the evaluation of those candidates as the Committee applies to other director candidates.

•

Recommend Committee Members. The Committee shall recommend to the Board candidates to
serve as members and chairpersons of each of the Board’s committees. In recommending a director
for committee membership, the Committee shall take into consideration the factors set forth in the
charter of the applicable committee, if any, as well as any other factors it deems appropriate,
including without limitation, the Guidelines, the consistency of the director’s experience and
qualifications with the goals of the committee and the interplay of the director’s experience and
qualifications with the qualifications and experience of the other committee members.

•

Fill Board and Committee Vacancies. The Committee shall propose to the Board director
candidates to fill vacancies on the Board or on Board committees in the event of a director’s
resignation, death or retirement, a change in Board or committee composition requirements, or the
expansion of the Board or committee.

•

Review Committee Structures. The Committee shall periodically review and, if desirable,
recommend to the Board changes in the number, responsibilities and membership of the Board
committees, and recommend that the Board establish any special committees as necessary to
properly address ethical, legal or other matters that may arise from time to time.

•

Review Changed Circumstances of Directors. The Committee shall review the appropriateness of
a director’s continued Board and committee membership in light of any change in the director’s
employment, relationship with the Company or any other changed circumstance that could affect
the director’s independence, qualifications or availability.

•

Review Management Succession. The Committee shall periodically review the Company’s
management succession plan and make recommendations to the Board.

•

Develop the Guidelines. The Committee shall develop and recommend to the Board the
Guidelines, periodically review and reassess the adequacy of the Guidelines and recommend to the
Board any changes deemed appropriate. The Committee shall stay abreast of developments in the
area of corporate governance generally to insure that the Company remains current in its
governance policies.

•

Other Corporate Governance Matters. The Committee may make recommendations to the Board
regarding governance matters, including, but not limited to, the Company’s certificate of
incorporation and bylaws.

•

Stockholder Matters. The Committee will oversee the Company’s compliance with SEC rules and
regulations regarding proposals submitted by stockholders pursuant to Rule 14A-8 of the Exchange
Act, and shall evaluate and make recommendations to the Board regarding such proposals. The
Committee shall consider the results of the most recent stockholder advisory vote on executive
compensation required by Section 14A of the Exchange Act. The Committee shall oversee the
Company’s compliance with Nasdaq rules regarding stockholder approval of equity compensation
plans.

•

Annual Performance Evaluation. The Committee shall administer annual performance evaluations
of the Board and its committees, including a review of this Committee by its members, and present
the evaluations to the Board.

•

Review Committee Charter. The Committee shall review and reassess the adequacy of this Charter
at least once every two years, and recommend any proposed changes to the Board.
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The written charter for the Leadership Development, Compensation and Governance Committee is
available at www.shift.com. The information on this website is not part of this prospectus.
Compensation Committee Interlocks and Insider Participation
No member of the Leadership Development, Compensation and Governance Committee has any
relationship that would be required to be reported under Item 404 of Regulation S-K under the Securities Act.
No member of the Leadership Development, Compensation and Governance Committee serves or served during
the fiscal year as a member of the board of directors or compensation committee of a company that has one or
more executive officers serving as a member of our board of directors or compensation committee.
Code of Conduct and Ethics
The Board adopted a Code of Conducts and Ethics applicable to our directors, officers, employees and
certain affiliates in accordance with applicable federal securities laws, a copy of which is available on the
Company’s website at www.shift.com. The Company will make a printed copy of the code of conduct and ethics
available to any stockholder who so requests. Requests for a printed copy may be directed to: Shift
Technologies, Inc., 584B Castro St. San Francisco, CA 94114-2512, Attention: Secretary.
If we amend or grant a waiver of one or more of the provisions of our Code of Ethics, we intend to satisfy
the requirements under Item 5.05 of Form 8-K regarding the disclosure of amendments to or waivers from
provisions of our Code of Ethics that apply to our principal executive officer, principal financial officer and
principal accounting officer by posting the required information on the Company’s website at www.shift.com.
The information on this website is not part of this prospectus.
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EXECUTIVE COMPENSATION
Overview
As an emerging growth company, we have opted to comply with the executive compensation rules
applicable to “smaller reporting companies,” as such term is defined under the Securities Act, which require
compensation disclosure for Shift’s principal executive officer and the next two most highly-compensated
executive officers.
The tabular disclosure and discussion that follow describe Shift’s executive compensation program during
the fiscal years ended December 31, 2019 and 2018, with respect to Shift’s named executive officers as of
December 31, 2019, including: George Arison and Toby Russell, Shift’s Co-Chief Executive Officers; Sean
Foy, Shift’s Chief Operating Officer; and Cindy Hanford, Shift’s Chief Financial Officer (collectively, Shift’s
“named executive officers” or “NEOs”).
Summary Compensation Table
The following table sets forth the compensation paid to the named executive officers that is attributable to
services performed during fiscal years 2019 and 2018.

Name and Principal Position

Year

Salary
($)

George Arison

2019

250,000

Co-CEO

2018

216,342

Stock
Awards
($)

Bonus
($)

63,750(1)
—

27,000(3)

2,007,426

—

—

22,000(3)

238,342

(6)

2,904,631

2,549,804
—

52,610(7)

813,952

(8)

216,342 545,000(4)

Chief Financial Officer

—(2) 1,666,676

—

250,000

2018

Cindy Hanford

Total
($)

—

2019

Co-CEO
Chief Operating Officer

All Other
Compensation
($)

(1)

Toby Russell
Sean Foy

Option
Awards
($)

63,750

41,977

2019

325,000

—

—

932,648

40,764

1,298,412

2018

38,288

—

—

—

—

38,288

(5)

2019

46,174

36,000

—

186,000

—

268,174

2018

—

—

—

—

—

—

____________
(1)
(2)

(3)
(4)
(5)
(6)
(7)
(8)

Mr. Arison and Mr. Russell were awarded discretionary cash bonuses of $63,750 by the board of directors in respect
of individual performance during fiscal year 2019.
In addition, in February, March and September 2019, certain Shift stockholders completed the purchase of 3,464,706
shares of Shift Series D Preferred Stock which they acquired in exchange for shares of common stock of Shift that
they had acquired from certain Shift employees, including Mr. Arison. Shift employees who had shares they owned
outright and who had been employed by Shift for a minimum of four years as of September 2018 were given the
opportunity to participate in the transaction. In connection with the share exchange, Shift recognized a non-cash
compensation expense of which $2,588,008 relates to shares acquired from Mr. Arison. The accounting and
disclosure of such share exchange as compensation may not be indicative of the characterization of the share
exchange for tax purposes with respect to the deductibility of compensation expenses incurred by Shift or the
determination of income earned by Mr. Arison.
Mr. Arison received a commuter and other expense allowance of $27,000 in 2019 and $22,000 in 2018.
On July 27, 2018, Mr. Russell received a one-time cash bonus in the amount of $545,000 in appreciation for his
services to Shift.
Ms. Hanford received a relocation bonus as part of her offer letter in 2019.
In 2019, Mr. Russell received the following benefits: $2,700 for the use of a parking spot at Shift’s 2500 Market
Street location; $21,277 for travel expenses; and $18,000 for accommodations.
In 2018, Mr. Russell received the following benefits: $2,700 for the use of a parking spot at Shift’s 2500 Market
Street location, $31,910 for travel accommodations; $18,000 for accommodations.
Mr. Foy received $40,764 for travel and accommodations expenses in 2019.
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Employment Agreements
Co-Chief Executive Officer (George Arison) — Arison Employment Agreement
On October 13, 2020, the Company and Shift entered into an employment agreement (the “Arison
Employment Agreement”) with Mr. Arison for the position of Co-Chief Executive Officer of the Company
following the Closing Date. The term of the Arison Employment Agreement commenced on the Closing Date
and will continue indefinitely, subject to termination by either party at any time.
The Arison Employment Agreement provides for a base salary of $490,000 per year for 2020 through
2021 and a base salary of $590,000 commencing in 2022, which thereafter shall be subject to review and, at the
option of the Board, subject to increase. Mr. Arison is eligible to earn a bonus of $75,000 for 2020. For
subsequent periods, Mr. Arison is eligible to participate in an annual bonus program established by the
Company with a target annual bonus amount set at no less than 200% of his annual base salary, subject in all
respects to achievement of performance goals to be established by the Board or an authorized subcommittee of
the Board, in consultation with Mr. Arison. For 2021, Mr. Arison is eligible to earn (i) a bonus equaling 200%
of his 2021 annual salary if the Company meets the performance goals to be established by the Leadership
Development, Compensation and Governance Committee of the Board based on the 2021 budget as approved
by the Board, and (ii) an additional 100% of his 2021 annual salary if the Company meets the performance
goals to be established by the Leadership Development, Compensation and Governance Committee of the
Board based on stretch goals when compared to the Company’s 2021 budget as approved by the Board. Subject
to continued employment, Mr. Arison is eligible to receive a one-time bonus payment the (“carve-out
payment”) totaling $1,750,000, payable within 3 business days of the Closing Date.
The Arison Employment Agreement also provides that Mr. Arison is eligible to participate in certain
retirement and welfare benefit plans and programs made available to the Company’s executive as a group, as
such retirement and welfare plans may be in effect from time to time and subject to the eligibility requirements
of such plans. Mr. Arison is entitled to the paid time off in accordance with the Company’s policies, but in any
case Mr. Arison is entitled to up to 5 weeks of paid time off annually. The Company shall reimburse Mr. Arison,
in accordance with the Company’s policies, for all reasonable and necessary traveling expenses and other
disbursements incurred in connection with the performance of Mr. Arison’s duties as Co-Chief Executive
Officer. The Company shall also indemnify Mr. Arison in his role as Co-Chief Executive Officer to the fullest
extent permitted by applicable Delaware law.
If Mr. Arison’s employment is terminated by the Company by reason of death or, subject to the
requirements of applicable law, disability, upon Mr. Arison’s date of termination or death, no payments shall be
due under the Arison Employment Agreement, except that Mr. Arison (or in the event of Mr. Arison’s death,
Mr. Arison’s executor, legal representative, administrator or designated beneficiary, as applicable), shall be
entitled to any amounts earned, accrued and owing, but not yet paid under the Arison Employment Agreement
and any benefits accrued and due in accordance with the terms of any applicable benefit plans and programs of
the Company. In addition, subject to the requirement to deliver a release, Mr. Arison (or Mr. Arison’s legal
representative) shall be entitled to: (i) any unpaid carve-out payments; and (ii) the vesting of all thenoutstanding awards outstanding pursuant to the Shift 2014 Stock Incentive Plan (the “legacy equity awards”).
If Mr. Arison is terminated without cause or resigns for good reason, he is entitled to severance payments
equaling (i) base salary for 12 months, at the rate in effect for the year in which the date of termination occurs,
(ii) a prorated annual bonus, determined based on actual performance of Company goals, without negative
discretion, and provided that any personal goals shall be considered to be fulfilled on a prorated basis, (iii) any
unpaid carve-out payments and (iv) the vesting of all then-outstanding awards outstanding legacy equity
awards. If Mr. Arison elects health continuation under the Consolidated Omnibus Budget Reconciliation Act of
1985 and continues to pay premiums, he shall be entitled to continued health insurance coverage and other
insurance benefits substantially similar in all material respects as the coverage provided to the Company’s then
other active senior executives for 12 months. Receipt of these separation benefits is conditioned upon Mr.
Arison’s execution of a release of claims in favor of the Company and continued compliance with the restrictive
covenants contained in the agreement, which include: assignment of intellectual property to Shift, nondisclosure
of confidential information of Shift or any parent, subsidiary or affiliate of Shift (together with Shift, a
“Company Entity”), non-disparagement of any Company Entity or its officers, directors, investors, employees
and affiliates, and non-solicitation of employees, consultants or independent contractors of any Company Entity
for one year following termination of employment.
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Upon a change of control of the Company, Mr. Arison is entitled to vesting of any then-outstanding
legacy equity awards; however, if any such payments or benefits received constitute “parachute payments”
within the meaning of Internal Revenue Code Section 280G and will be subject to the excise tax imposed under
Section 4999, Mr. Arison shall be compensated (i) in full or (ii) as to such lesser amount which would result in
no portion of such parachute payments being subject to the excise tax, whichever of the foregoing amounts,
taking into account the applicable federal, state and local income taxes and the excise tax, results in the greatest
economic benefit to Mr. Arison on an after-tax basis. Subject to Mr. Arison’s continuing employment, all legacy
equity awards fully vest on March 31, 2021. In addition, immediately prior to a change of control, all
outstanding legacy equity awards shall vest.
Co-Chief Executive Officer (Toby Russell) — Russell Employment Agreement
On October 13, 2020, the Company and Shift entered into an employment agreement (the “Russell
Employment Agreement”) with Mr. Russell for the position of Co-Chief Executive Officer of the Company
following the Closing Date. The term of the Russell Employment Agreement commenced on the Closing Date
and will continue indefinitely, subject to termination by either party at any time.
The Russell Employment Agreement provides for a base salary of $490,000 per year for 2020 through
2021 and a base salary of $590,000 commencing in 2022, which thereafter shall be subject to review and, at the
option of the Board, subject to increase. Mr. Russell is eligible to earn a bonus of $75,000 for 2020. For
subsequent periods, Mr. Russell is eligible to participate in an annual bonus program established by the
Company with a target annual bonus amount set at no less than 200% of his annual base salary, subject in all
respects to achievement of performance goals to be established by the Board or an authorized subcommittee of
the Board, in consultation with Mr. Russell. For 2021, Mr. Russell is eligible to earn (i) a bonus equaling 200%
of his 2021 annual salary if the Company meets the performance goals to be established by the Leadership
Development, Compensation and Governance Committee of the Board based on the 2021 budget as approved
by the Board, and (ii) an additional 100% of his 2021 annual salary if the Company meets the performance
goals to be established by the Leadership Development, Compensation and Governance Committee of the
Board based on stretch goals when compared to the Company’s 2021 budget as approved by the Board. Subject
to continued employment, Mr. Russell is eligible to receive a carve-out payment totaling $1,592,955, payable
within 3 business days of the Closing Date. Mr. Russell’s carve-out payment was reduced from $1,750,000 and
he instead received a bonus prior to the merger to assist him with retiring those certain partial recourse
promissory notes executed by Mr. Russell in favor of the Company (See Notes to Consolidated Financial
Statements — Related Party Transactions — Loan to Employees).
The Russell Employment Agreement also provides that Mr. Russell is eligible to participate in certain
retirement and welfare benefit plans and programs made available to the Company’s executive as a group, as
such retirement and welfare plans may be in effect from time to time and subject to the eligibility requirements
of such plans. Mr. Russell is entitled to the paid time off in accordance with the Company’s policies, but in any
case Mr. Russell is entitled to up to 5 weeks of paid time off annually. The Company shall reimburse Mr.
Russell, in accordance with the Company’s policies, for all reasonable and necessary traveling expenses and
other disbursements incurred in connection with the performance of Mr. Russell’s duties as Co-Chief Executive
Officer. The Company shall also indemnify Mr. Russell in his role as Co-Chief Executive Officer to the fullest
extent permitted by applicable Delaware law.
If Mr. Russell’s employment is terminated by the Company by reason of death or, subject to the
requirements of applicable law, disability, upon Mr. Russell’s date of termination or death, no payments shall be
due under the Russell Employment Agreement, except that Mr. Russell (or in the event of Mr. Russell’s death,
Mr. Russell’s executor, legal representative, administrator or designated beneficiary, as applicable), shall be
entitled to any amounts earned, accrued and owing, but not yet paid under the Russell Employment Agreement
and any benefits accrued and due in accordance with the terms of any applicable benefit plans and programs of
the Company. In addition, subject to the requirement to deliver a release, Mr. Russell (or Mr. Russell’s legal
representative) shall be entitled to: (i) any unpaid carve-out payments; and (ii) the vesting of all thenoutstanding awards outstanding pursuant to the Shift 2014 Stock Incentive Plan (the “legacy equity awards”).
Subject to Mr. Russell’s continuing employment, all legacy equity awards fully vest on March 31, 2021. In
addition, immediately prior to a change of control, all outstanding legacy equity awards shall vest.
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If Mr. Russell is terminated without cause or resigns for good reason, he is entitled to severance payments
equaling (i) base salary for 12 months, at the rate in effect for the year in which the date of termination occurs,
(ii) a prorated annual bonus, determined based on actual performance of Company goals, without negative
discretion, and provided that any personal goals shall be considered to be fulfilled on a prorated basis, (iii) any
unpaid carve-out payments and (iv) the vesting of all then-outstanding awards outstanding legacy equity
awards. If Mr. Russell elects health continuation under the Consolidated Omnibus Budget Reconciliation Act of
1985 and continues to pay premiums, he shall be entitled to continued health insurance coverage and other
insurance benefits substantially similar in all material respects as the coverage provided to the Company’s then
other active senior executives for 12 months. Receipt of these separation benefits is conditioned upon Mr.
Russell’s execution of a release of claims in favor of the Company and continued compliance with the
restrictive covenants contained in the agreement, which include: assignment of intellectual property to Shift,
nondisclosure of confidential information of any Company Entity, non-disparagement of any Company Entity
or its officers, directors, investors, employees and affiliates, and non-solicitation of employees, consultants or
independent contractors of any Company Entity for one year following termination of employment.
Upon a change of control of the Company, Mr. Russell is entitled to vesting of any then-outstanding
legacy equity awards; however, if any such payments or benefits received constitute “parachute payments”
within the meaning of Internal Revenue Code Section 280G and will be subject to the excise tax imposed under
Section 4999, Mr. Russell shall be compensated (i) in full or (ii) as to such lesser amount which would result in
no portion of such parachute payments being subject to the excise tax, whichever of the foregoing amounts,
taking into account the applicable federal, state and local income taxes and the excise tax, results in the greatest
economic benefit to Mr. Russell on an after-tax basis.
Russell Bonus Letter
On October 7, 2020, the Company and Mr. Russell entered into a Letter Agreement (the “Russell Bonus
Letter”), whereby Mr. Russell is eligible to receive certain discretionary bonus awards. Subject to continued
employment through date that the closing conditions for the Closing are met or waived , Mr. Russell will
receive (i) a $150,000 discretionary bonus award, as discussed in the Russell Offer Letter, (ii) a $63,750
discretionary bonus award for 2019, and (iii) a $347,248 discretionary bonus award to assist Mr. Russell in
satisfying those certain partial recourse promissory notes executed by Mr. Russell in favor of the Company (See
Notes to Consolidated Financial Statements — Related Party Transactions — Loans to Employees). The carveout bonus due to Mr. Russell was reduced in respect of a portion of these discretionary bonuses. If all closing
conditions for the Merger are not satisfied or waived by March 15, 2021, the Russell Bonus Letter shall be
cancelled and considered null and void. On October 9, 2020, these bonuses were paid to Mr. Russell, less
applicable withholding and amounts owed under the promissory notes, and Mr. Russell paid the remaining
amounts due under the promissory notes, which notes were then fully paid off.
Chief Financial Officer (Cindy Hanford) — Hanford Employment
On October 13, 2020, the Company and Shift entered into an employment agreement (the “Hanford
Employment Agreement”) with Ms. Hanford for the position of Chief Financial Officer of the Company
following the Closing Date. The term of the Hanford Employment Agreement commenced on the Closing Date
and will continue indefinitely, subject to termination by either party at any time.
The Hanford Employment Agreement provides for a base salary of $325,000 per year, which shall be
subject to review and, at the option of the Board, subject to increase. Ms. Hanford is eligible to earn a target
bonus of 20% of her base salary for 2020, and subject to Ms. Hanford’s continued employment with Shift
through the date of payment, Ms. Hanford shall be entitled to participate in an annual bonus program
established by the Company with a target annual bonus amount measured as a percentage of her base salary,
which shall be set at not less than 100% of her base salary in the performance year, subject in all respects to
achievement of performance goals to be established by the Board or a subcommittee of the Board with
responsibility for remuneration of the Company’s executives. Notwithstanding the forgoing, for 2021
Ms. Hanford is eligible to earn (i) a bonus equaling 100% of her 2021 annual salary if the Company meets the
performance goals to be established by the Leadership Development, Compensation and Governance
Committee of the Board based on the 2021 budget as approved by the Board, and (ii) an additional 50% of
her 2021 annual salary if the Company meets the performance goals to be established by the Leadership
Development, Compensation and Governance Committee of the Board based on stretch goals when
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compared to the Company’s 2021 budget as approved by the Board. Subject to continued employment,
Ms. Hanford is eligible to receive a carve-out payment totaling $250,000, a percentage of which is payable
within 3 business days of the Closing Date, equaling $250,000 multiplied by the product of 2.0833% and
Ms. Hanford’s completed months of service with the Company, measured from Ms. Hanford’s date of hire
through the date of the Merger (but no greater than 100%).The remaining balance of the carve-out payment is
payable on the first payroll date following the first anniversary of the Merger, subject to continued employment
through such date.
The Hanford Employment Agreement also provides that Ms. Hanford is eligible to participate in certain
retirement and welfare benefit plans and programs made available to the Company’s executive as a group, as
such retirement and welfare plans may be in effect from time to time and subject to the eligibility requirements
of such plans. Ms. Hanford is entitled to the paid time off in accordance with the Company’s policies. The
Company shall reimburse Ms. Hanford, in accordance with the Company’s policies, for all reasonable and
necessary traveling expenses and other disbursements incurred in connection with the performance of
Ms. Hanford’s duties as Chief Financial Officer. The Company shall also indemnify Ms. Hanford in her role as
Chief Financial Officer to the fullest extent permitted by applicable Delaware law.
If Ms. Hanford’s employment is terminated by the Company by reason of death or, subject to the
requirements of applicable law, disability, upon Ms. Hanford’s date of termination or death, no payments shall
be due under the Hanford Employment Agreement, except that Ms. Hanford (or in the event of Ms. Hanford’s
death, Ms. Hanford’s executor, legal representative, administrator or designated beneficiary, as applicable), shall
be entitled to any amounts earned, accrued and owing, but not yet paid under the Hanford Employment
Agreement and any benefits accrued and due in accordance with the terms of any applicable benefit plans and
programs of the Company. In addition, subject to the requirement to deliver a release, Ms. Hanford (or
Ms. Hanford’s legal representative) shall be entitled to any unpaid carve-out payments.
If Ms. Hanford is terminated without cause or resigns for good reason, she is entitled to severance
payments equaling (i) base salary for 4 months, at the rate in effect for the year in which the date of termination
occurs, (ii) a prorated annual bonus, determined based on actual performance of Company goals, without
negative discretion, and provided that any personal goals shall be considered to be fulfilled on a prorated basis,
and (iii) any unpaid carve-out payments. If Ms. Hanford elects health continuation under the Consolidated
Omnibus Budget Reconciliation Act of 1985 and continues to pay premiums, she shall be entitled to continued
health insurance coverage and other insurance benefits substantially similar in all material respects as the
coverage provided to the Company’s then other active senior executives for 12 months. Receipt of these
separation benefits is conditioned upon Ms. Hanford’s execution of a release of claims in favor of the Company
and continued compliance with the restrictive covenants contained in the agreement, which include: assignment
of intellectual property to Shift, nondisclosure of confidential information of any Company Entity, nondisparagement of any Company Entity or its officers, directors, investors, employees and affiliates, and nonsolicitation of employees, consultants or independent contractors of any Company Entity for one year following
termination of employment.
If any payments or benefits received constitute “parachute payments” within the meaning of Internal
Revenue Code Section 280G and will be subject to the excise tax imposed under Section 4999, Ms. Hanford
shall be compensated (i) in full or (ii) as to such lesser amount which would result in no portion of such
parachute payments being subject to the excise tax, whichever of the foregoing amounts, taking into account the
applicable federal, state and local income taxes and the excise tax, results in the greatest economic benefit to
Ms. Hanford on an after-tax basis.
Chief Operating Officer (Sean Foy) — Offer Letter
On October 12, 2018, Shift entered into an offer letter with Mr. Foy, as amended on October 16, 2018 by
side letter (the “Foy Offer Letter”) for the position of Chief Operating Officer. The Foy Offer Letter provides for
a base salary of $325,000 per year. Mr. Foy is also eligible to earn a performance-based cash bonus of up to
$250,000 (and no less than $100,000) in 2021 based on Shift’s achievement of performance targets in 2019 and
2020. In addition, Mr. Foy received an advance of $100,000 of his 2020 year-end bonus in the form of an
unsecured promissory note dated January 14, 2019. The note bears an interest rate of 2.72% and matures at the
earlier of (i) April 30, 2021, (ii) immediately prior to the filing of a prospectus to effect an initial public offering
of Shift’s capital stock, (iii) immediately prior to the note becoming prohibited under Section 13(k) of the
Securities Exchange Act of 1934, as amended, (iv) upon the termination of Mr. Foy’s termination, and (v) the
occurrence of an event of default (as defined in the note). Mr. Foy also received an option to purchase 1,600,000
shares of Shift stock, with vesting
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terms included in his individual award agreement. In connection with his travel to San Francisco during the
work week, Mr. Foy is entitled to $40,000 of travel accommodations per year. Mr. Foy is also eligible to
participate in any benefit plans offered by Shift as in effect from time to time on the same basis as generally
made available to other employees of Shift.
The Foy Offer Letter provides that Shift may terminate Mr. Foy’s employment for “just cause” or for any
reason upon 90 days written notice, and Mr. Foy may terminate his employment for any reason upon 90 days
written notice. The language describing termination by Shift or Mr. Foy for any reason upon 90 days written
notice may be read as entitling Mr. Foy to 90 days of severance upon such a termination to the extent such
termination does not provide 90 days written notice. The Foy Offer Letter does not include any severance
entitlements or accelerated vesting upon a “change in control.”
As a condition of his employment, Mr. Foy entered into a proprietary rights agreement with Shift. The
agreement is governed by California law and generally provides for: assignment of intellectual property to Shift,
nondisclosure of confidential information (until such time the information is made public), non-solicitation of
Shift employees and consultants for one year following termination of employment, and non-competition during
employment.
Foy Bonus Letter
On October 7, 2020, the Company and Mr. Foy entered into a Letter Agreement (the “Foy Bonus Letter”),
whereby Mr. Foy is eligible to receive a discretionary bonus award. Subject to continued employment through
the date that the closing conditions for the Closing are met or waived, Mr. Foy will receive a $154,000
discretionary bonus award to assist Mr. Foy in satisfying that certain partial recourse promissory note executed
by Mr. Foy in favor of the Company (See Notes to Consolidated Financial Statements — Related Party
Transactions — Loans to Employees). On October 9, 2020, this bonus was paid to Mr. Foy, less applicable
withholding and less the amount owed under the promissory note, which note was then fully paid off.
Restricted Stock Units
Following our filing of a registration statement on Form S-8, Mr. Arison, Mr. Russell and Ms. Hanford
(the “Grantees”) will receive one-time equity grants (“Awards”) of restricted stock units (“RSUs”) of 4%, 4%,
and 0.2%, respectively, of the shares outstanding (excluding Additional Shares). These Awards will be
comprised of RSUs, which represent the right to receive one (1) share of stock in the combined company for
each RSU. 75% of the RSUs will vest based on the passage of time (“Time RSUs”) and 25% of the RSUs will
vest upon the achievement of specified performance metrics (“PSUs”). The RSUs begin vesting on the date that
is the consummation of the Merger (the “Vesting Commencement Date”).
Subject to the Grantee’s continuous employment, the Time RSUs will vest in whole numbers as follows:
•

50% of the RSUs will vest quarterly over the two (2) year period following the Vesting
Commencement Date; and

•

25% of the RSUs will vest quarterly over the two (2) year period commencing on the second (2nd)
anniversary of the Vesting Commencement.

Subject to the Grantee’s continuous employment, the PSUs will vest in whole numbers on a quarterly
basis over the 3rd and 4th years following the Closing of the Merger, provided that the applicable performance
hurdle for the applicable performance year is met. Notwithstanding the foregoing:
•

If a performance hurdle is not met by the end of a quarterly vesting period, the PSUs available to
vest during such quarter will be available to vest in the next quarterly vesting period within that
performance year, and will vest, if applicable, on the last day of the quarterly vesting period in
which the performance hurdle is met.

•

If the performance hurdle for the third performance year is not met, the PSUs available to vest in
such third performance year remain eligible to vest in any applicable quarter of the fourth
performance year if the fourth performance year’s performance hurdle is met during a calendar
quarter of that year, with such vesting to occur on the last day of such quarterly vesting period.
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•

If a performance hurdle for a performance year is not met, the PSUs eligible to vest with respect to
that performance year will immediately terminate and become null and void.

From and after the Vesting Commencement Date through the date on which the Time RSUs and PSUs
become fully vested, the unvested Time RSUs and PSUs remain subject to forfeiture in the event of a
termination of service, as described below:
•

If a Grantee’s employment terminates, all outstanding and unvested Time RSUs and PSUs (other
than as described below) under the Award immediately terminate and become null and void.

•

If a Grantee’s employment is terminated during the third or fourth performance year without
“cause” (including if due to disability), due to death or due to a resignation by the Grantee with
“good reason,” each as defined in the Grantee’s employment agreement, then, subject to the
Grantee’s execution of a release of claims, any outstanding and unvested PSUs with respect to
which the applicable performance hurdle for the performance year in which termination occurred
has not been met as of the termination will be eligible to vest if the applicable performance hurdle is
met by the end of the performance year. If the performance hurdle is met for the performance year
of termination, the PSUs eligible to vest in that year will vest on a prorated basis by multiplying the
eligible PSUs by a ratio equal to the number of days the Grantee was during the performance year
divided by 365. Furthermore, no PSUs will be eligible for rollover to the next performance year, and
PSUs will only be deemed vested when, if ever, the applicable performance hurdle is met.

In the event of a “change of control” (as defined in the Omnibus Plan), all of Mr. Arison and Mr. Russell’s
outstanding and unvested RSUs as of the date of the change of control immediately vest prior to such change of
control. In the event Ms. Hanford is terminated by the combined company without “cause” (other than due to
“disability”) or she resigns for “good reason” (each as defined in her new employment agreement) within one
(1) year following a change of control, all of her outstanding and unvested RSUs as of the date of the change of
control immediately vest prior to such change of control.
The Company will settle vested RSUs by delivering one (1) share of stock in settlement of each RSU that
becomes vested during each calendar quarter within thirty (30) days following the end of each such calendar
quarter; provided, however, that any RSUs that vest on or before December 31, 2021 will be settled within
thirty (30) days following December 31, 2021, and, for Mr. Arison and Mr. Russell only, RSUs that vest upon a
change of control will be settled immediately prior to such change of control.
Annual Cash Incentive Awards
From time to time, the NEOs are eligible for discretionary cash bonuses payable in respect of prior year
performance and based upon metrics established by Shift’s board in its sole discretion. On June 10, 2020, Shift’s
board of directors approved a $63,750 cash bonus in respect of 2019 performance for each of Mr. Arison and
Mr. Russell. Mr. Arison’s bonus that will be paid on November 1, 2020 and Mr. Russell’s bonus was paid on
October 9, 2020 pursuant to the terms of the Russell Bonus Letter.
Outstanding Equity Awards at End of Fiscal Year 2019
In 2019, Mr. Foy and Ms. Hanford signed offer letters which granted options to purchase 1,600,000 and
600,000 shares, respectively. Each grant of options follows a 4 year vesting schedule with 25% of the options
vesting at the end of the first year and the remaining 75% vesting monthly (1/36 per month) for the next 36
months.
On July 29, 2019, Shift’s board granted stock options to Mr. Arison, Mr. Russell and Mr. Foy (the “2019
Grants”). Certain of the 2019 Grants are intended to qualify as incentive stock options pursuant to Section 422
of the Internal Revenue Code, subject to the $100,000 limitation therein. The 2019 Grants have an exercise
price per share of $0.30, and a vesting commencement date of October 1, 2018, with the exception of Mr. Foy,
whose vesting commencement date is December 1, 2019. The 2019 Grants have a ten year term, subject to
earlier expiration upon termination of the NEO’s service with Shift. The 2019 Grants were granted with an
“early exercise” feature. As such, unvested shares underlying an early-exercised option are subject to Shift’s
right to repurchase the shares at the original exercise price in the event of the NEO’s termination of service for
any reason. In addition, the Russell Offer Letter provides that Mr. Russell may exercise his vested options
within 90 days of any termination of employment, subject to potential extension by Shift for up to four years.
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The following NEOs were granted options to purchase the following number of shares pursuant to their
2019 Grants: (i) Mr. Arison was granted options to purchase 5,555,586 shares; (ii) Mr. Russell was granted
options to purchase 8,499,345 shares; and (iii) Mr. Foy was granted options to purchase 1,508,825 shares. In
connection with the Merger, it is anticipated that any unexercised options will be converted to economically
equivalent options in Shift, subject to any continued vesting or other terms and conditions otherwise applicable
to those awards.
The 2019 Grants vest as follows for the NEOs:
Mr. Arison and Mr. Russell. Pursuant to the vesting terms of their 2019 Grants, Mr. Arison and Mr.
Russell’s options vest at a rate of 1/48th per month of service from the vesting commencement date (October 1,
2018) for four years, subject to (i) the initial one-fourth of the award (i.e., first twelve months) only being
eligible to vest upon the completion of 12 months of service following the vesting commencement date and (ii)
25% of the options otherwise eligible to vest in 2019 – 2022 being subject to an annual performance vesting
condition for each performance year as well. The applicable performance vesting is determined by the board,
and the board may approve all or a portion of the performance-based shares. If the board only approves the
vesting of a portion of the performance-based shares in a given year, the remaining unvested shares may roll
over into the next year’s eligible performance-based vesting pool and may subsequently be approved for vesting
in that year. For each month in calendar year 2018, the award vested at a rate of 1/48th per month of service with
no performance condition, but was still subject to the cliff-vesting provision of clause (i) above. If a “liquidation
event” (as defined in Shift’s Certificate of Incorporation, which includes an initial public offering) occurs prior
to all shares having vested, then all unvested options underlying the 2019 Grants fully vest.
In addition, by board resolution on July 27, 2018, Shift subjected all of Mr. Russell’s prior and future
grants to full acceleration upon a “change in control” (as defined in the 2014 Plan (as defined below)),
contingent upon Mr. Russell’s continued service through the date of such change in control. Accordingly, this
accelerated vesting provision applies to Mr. Russell’s 2019 Grant.
Mr. Foy. Pursuant to the vesting terms of his 2019 Grant, Mr. Foy’s options vest at a rate of 1/48th per
month of service from the vesting commencement date (December 1, 2019) for four years, subject to (i) the
initial one-fourth of the award (i.e., first twelve months) only being eligible to vest upon the completion of 12
months of service following the vesting commencement date and (ii) 25% of the options otherwise eligible to
vest in 2020 – 2023 being subject to an annual performance vesting condition for each performance year as
well. The board may approve all or a portion of the performance-based shares. If the board only approves the
vesting of a portion of the performance-based shares in a given year, the remaining unvested shares may roll
over into the next year’s eligible performance-based vesting pool at the board’s discretion and may subsequently
be approved for vesting in that year.
If a “liquidation event” occurs prior to all shares having vested, then all shares vest annually pursuant to
the vesting schedule for the full 2019 grant, irrespective of performance-based vesting criteria.
Upon an NEO’s termination of service with Shift, the NEO may, during the “post-termination exercise
period” (three months, subject to potential extension by Shift for up to four years), exercise the portion of the
2019 Grant that was vested as of the termination date. If, however, an NEO is terminated for “cause,” the
NEO’s right to exercise the option terminates concurrently with the termination date. Upon an NEO’s
termination of service due to disability, the NEO may exercise the vested portion of the option for a period of 12
months following the termination date. If the NEO dies during the post-termination exercise period or during
the 12 month period following termination of service due to disability, the NEO’s estate may exercise the vested
portion of the option for 12 months following the date of death.
On June 10, 2020, the Shift board agreed to accelerate a portion of Mr. Arison and Mr. Russell’s 2019
Grants pursuant to the performance-based vesting provisions described above. In respect of each of Mr. Arison
and Mr. Russell’s 2019 performance, Shift accelerated 1/16 of the total 2019 Grant (i.e., 25% of the shares
attributable to the first year of vesting).
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The following table sets forth outstanding equity awards to Shift’s named executive officers as of
December 31, 2019.
Outstanding Equity Awards at Fiscal Year-End
Option Awards
Equity
incentive
plan awards:
Number of
Number of
securities
securities
underlying
underlying
unexercised unexercised Option
options
unearned
exercise
(#)
options
price
unexercisable
(#)
($)

Stock Awards

Name

Grant Date

Number of
securities
underlying
unexercised
options
(#)
exercisable

George Arison

7/31/2019

5,555,586(2)

0

0

0.30

7/31/2029

9/13/2017

(2)

0

0

0.08

9/13/2027

(1)

Toby Russell

205,000

Option
expiration
date

9/13/2017
Sean Foy
Cindy Hanford

Number
of shares
or units of
stock that
have not
vested
(#)(3)

—
—
2,464,722

7/31/2019

8,499,345

(2)

0

0

0.30

7/31/2029

—

1/28/2019

1,600,000(2)

0

0

0.30

1/28/2029

—

7/31/2019

(2)

0

0

0.30

7/31/2029

—

600,000(2)

0

0

0.31

12/3/2029

—

12/3/2019

1,508,825

Market
value of
shares of
units of
stock that
have not
vested
($)(4)

764,064

____________
(1)
(2)

(3)

(4)

Each of the outstanding equity awards reflected in this table were granted pursuant to the 2014 Plan.
For vesting conditions of the 2019 Grants for Messrs. Arison, Russell and Foy, see the description of the 2019 Grants
above. All other options granted under the 2014 Plan vest pursuant to a 4-year vesting schedule as follows: 25% of
the award vests upon the named executive officer’s completion of 12 months of continuous service following the
vesting commencement date, and 75% of the shares vest monthly upon the named executive officer’s completion of
each month of continuous service thereafter. All of Mr. Russell’s awards vest 100% upon a change in control as
defined in the 2014 Plan.
This column represents shares of restricted stock under the 2014 Plan, issued upon the early exercise of stock options,
which remained unvested as of December 31, 2019. Mr. Russell exercised options for 6,295,000 shares in July 2018
pursuant to his 2017 grant of options for 6,500,000 shares. His exercised but unvested shares remain restricted until
vested according to the vesting schedules described above in note (2).
This amount reflects the fair market value of our common stock of $0.31 per share as of December 31, 2019, based on
the August 31, 2019 valuation set forth in that certain 409A Valuation Report dated December 9, 2019, multiplied by
the amount shown in the column for the Number of Shares or Units of Stock That Have Not Vested.

Retirement Benefit Programs
Shift maintains the Shift Technologies 401(k) Plan, a tax-qualified defined contribution plan (the “401(k)
Plan”) that provides retirement benefits to employees. The NEOs are eligible to participate in the 401(k) Plan on
the same terms as other participating employees.
Potential Payments upon Termination or Change in Control
Severance under Employment Arrangements
Mr. Arison, Mr. Russell, Ms. Hanford and Mr. Foy’s severance under the Arison Employment Agreement,
Russell Employment Agreement, Hanford Employment Agreement and Foy Offer Letter, respectively, is
described in the “Employment Arrangements” section above.
Acceleration under Shift Technologies 2014 Stock Incentive Plan
The administrator of the Shift Technologies 2014 Stock Incentive Plan (the “2014 Plan”) has the authority
to provide for full or partial vesting and exercisability of outstanding unvested awards in advance of the
anticipated occurrence of or at the time of the actual occurrence of a “corporate transaction” or “change in
control” (both as defined in the 2014 Plan). There is no automatic acceleration trigger under the 2014 Plan
terms, as any acceleration is discretionary and must be authorized by the plan administrator.
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As described above in “Outstanding Equity Awards at End of Fiscal Year 2019,” Mr. Arison and Mr.
Russell’s 2019 Grants, which were awarded pursuant to the 2014 Plan by board resolution, vest in full if a
liquidation event occurs prior to all shares having vested.
In addition, on July 27, 2018, Shift subjected all of Mr. Russell’s prior and future grants to full
acceleration upon a “change in control” (as defined in the 2014 Plan), contingent upon Mr. Russell’s continued
service through the date of such change in control. Accordingly, this accelerated vesting provision applies to all
of Mr. Russell’s awards under the 2014 Plan.
Compensation of Directors
The directors for fiscal year 2019 included Mr. Arison, Mr. Russell, Emily Melton, Manish Patel, Jason
Krikorian and Bryan DeBoer. None of these individuals received any compensation for their service as directors
in fiscal year 2019. Our non-employee directors of the Company will receive an annual retainer consisting of
cash and/or equity in stock in connection with their services on the board and such other meeting or other fees
as the board determines appropriate.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
IAC Related Person Transactions
Founder Shares and Placement Units
In March 2018, Insurance Acquisition Sponsor, LLC purchased 1,000 founder shares for an aggregate
purchase price of $25,000. We effected a 3,697.5-for-1 forward stock split in December 2018. In January 2019,
we effected a stock dividend of 1.3860717 share per share of Class B common stock for each share of Class B
common stock outstanding prior to the dividend, and in March 2019, we effected a stock dividend of
1.00747961 share per share of Class B common stock for each share of Class B common stock outstanding
prior to the dividend, and, as a result, our initial stockholders hold 5,663,338 founder shares. The number of
founder shares was determined based on the expectation that the founder shares would represent 25% of the
aggregate of our founder shares, the placement shares and our issued and outstanding public shares after the
IPO.
The initial holders have agreed not to transfer, assign or sell any of their founder shares (except to
permitted transferees) (i) with respect to 20% of such shares, until consummation of our initial business
combination, (ii) with respect to 20% of such shares, until the closing price of our Class A common stock
exceeds $12.00 for any 20 trading days within a 30-trading day period following the consummation of a
business combination, (iii) with respect to 20% of such shares, until the closing price of our Class A common
stock exceeds $13.50 for any 20 trading days within a 30-trading day period following the consummation of a
business combination, (iv) with respect to 20% of such shares, until the closing price of our Class A common
stock exceeds $15.00 for any 20 trading days within a 30-trading day period following the consummation of a
business combination and (v) with respect to 20% of such shares, until the closing price of our Class A common
stock exceeds $17.00 for any 20 trading days within a 30-trading day period following the consummation of a
business combination or earlier, in any case, if, following a business combination, we complete a liquidation,
merger, capital stock exchange, reorganization or other similar transaction that results in all of our public
stockholders having the right to exchange their shares of common stock for cash, securities or other property.
Notwithstanding the foregoing, in connection with an initial business combination, the initial holders may
transfer, assign or sell their founder shares with our consent to any person or entity that agrees in writing to be
bound by the transfer restrictions set forth in the prior sentence.
Simultaneously with the IPO, IAC Sponsor and Cantor purchased an aggregate of 425,000 placement
units (375,000 placement units by IAC Sponsor and 50,000 placement units by Cantor) at a price of $10.00 per
unit (or an aggregate purchase price of $4,250,000). Each placement unit consists of one placement share and
one-half of one placement warrant to purchase one share of our Class A common stock exercisable at $11.50.
The proceeds from the placement units and the proceeds from the IPO (initially totaling $150,650,000) are held
in the trust account. There will be no redemption rights or liquidating distributions from the trust account with
respect to the placement shares or placement warrants.
The placement warrants are identical to the warrants included in the units sold in the IPO, except that if
held by IAC Sponsor, Cantor or their permitted transferees, they (a) may be exercised for cash or on a cashless
basis, (b) are not subject to being called for redemption and (c) they (including our common stock issuable upon
exercise of these warrants) may not, subject to certain limited exceptions, be transferred, assigned or sold by the
holders until 30 days after the consummation of our initial business combination. In addition, for as long as the
placement warrants are held by Cantor and/or its designees or affiliates, such placement warrants may not be
exercised after March 19, 2024. There are no redemption rights or liquidating distributions with respect to the
founder shares, placement shares or warrants, which will expire worthless if we do not complete an initial
business combination.
Promissory Note and Advance — Related Party
Prior to the closing of the IPO, an affiliate of Insurance Acquisition Sponsor, LLC loaned us $200,000 for
expenses related to our formation and the IPO. The loan was non-interest bearing, unsecured and due on the
earlier of June 30, 2019 or the closing of the IPO. The loan was repaid upon the closing of the IPO on March
22, 2019. An affiliate of IAC Sponsor also advanced us an aggregate of $65,535 to be used for the payment of
costs related to the IPO. The advances were non-interest bearing, unsecured and due on demand. We repaid the
$65,535 of outstanding advances upon the closing of the IPO on March 22, 2019.
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Related Party Loans
Pursuant to the Loan Commitment Agreement, IAC Sponsor or one of its affiliates has committed to loan
us funds as may be required up to a maximum of $750,000, and may, but is not obligated to, loan us additional
funds to fund our additional working capital requirements and transaction costs. The loans will be interest free.
If we consummate an initial business combination, we would repay such loaned amounts. If we do not
consummate an initial business combination, we may use a portion of any working capital held outside the trust
account to repay such loaned amounts; however, no proceeds from the trust account may be used for such
repayment. If such funds are insufficient to repay the loan amounts, the unpaid amounts would be forgiven. Up
to $1,500,000 of such loans may be converted into additional warrants at $1.00 per warrant of the post-business
combination entity at the option of the lender. The warrants would be identical to the placement warrants issued
to IAC Sponsor.
On May 21, 2020, in connection with the Loan Commitment Agreement, we entered into the Promissory
Note with Cohen & Company, LLC, an affiliate of IAC Sponsor. Pursuant to the Promissory Note, Cohen &
Company, LLC agreed to loan us up to an aggregate principal amount of $750,000. The terms of the Promissory
Note are in accordance with those set forth in the Loan Commitment Agreement and as described above. On
May 21, 2020, we borrowed $350,000 under the Promissory Note. On October 13, 2020, the Promissory Note
was fully repaid in connection with the closing of the Merger.
Administrative Services
Commencing on March 20, 2019, we pay an amount equal to $10,000 per month to IAC Sponsor or its
affiliate for office space, utilities, secretarial support and administrative services provided to us.
Registration Rights
The holders of founder shares, placement units (including securities contained therein) and warrants that
may be issued upon conversion of loans made by IAC Sponsor have the right to require us to register under the
Securities Act a sale of any of our securities held by them pursuant to the registration rights agreement entered
into concurrently with the closing of the IPO. Under the registration rights agreement, these holders are entitled
to make up to three demands, excluding short form registration demands. In addition, these holders have
“piggy-back” registration rights allowing them to include their securities in other registration statements filed by
us. We would bear the costs and expenses of filing any such registration statements.
Upon the Closing, we entered into the Amended and Restated Registration Rights Agreement pursuant to
which IAC Sponsor, Cantor, and the certain initial stockholders will be granted registration rights with respect
to shares of our common stock. The existing registration rights agreement terminated upon execution of the
Amended and Restated Registration Rights Agreement.
Sponsor Letter Agreement
Upon the Closing, we entered into the Sponsor Letter Agreement with IAC Sponsor, pursuant to which
IAC Sponsor will receive certain board observer rights. Pursuant to the Sponsor Letter Agreement, for so long
as Sponsor, Cohen & Company, LLC, or any of their respective affiliates (as such term is defined in Rule 405 of
the Securities Act) continues to hold shares representing at least two percent (2%) of the total voting power of
shares entitled to vote in the election of directors of the Company issued and outstanding, IAC Sponsor will
have the right to designate an individual to attend and observe the Company’s board meetings.
Stockholder Letter Agreement
Upon the Closing, we entered into the Stockholder Letter Agreement with certain Shift stockholders,
providing for certain restrictions on transfer applicable to the shares issued in connection with the Merger.
Generally, the Stockholder Letter Agreement prohibits, until November 15, 2021, the stockholders from (i)
selling, offering to sell, contracting or agreeing to sell, hypothecating, pledging, granting any option to purchase
or otherwise disposing of or agreeing to dispose of, directly or indirectly, or establishing or increasing a put
equivalent position or liquidating or decreasing a call equivalent position within the meaning of Section 16 of
the Exchange Act, and the rules and regulations of the SEC promulgated thereunder with respect to the closing
date Merger consideration, (ii) entering into any swap or other arrangement that transfers to another,
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in whole or in part, any of the economic consequences of ownership of any closing date Merger consideration,
whether any such transaction is to be settled by delivery of closing date Merger consideration or other
securities, in cash or otherwise, or (iii) publicly announcing any intention to effect any transaction specified in
the immediately preceding subsections (i) or (ii); provided that after May 15, 2021, these restrictions may
become subject to certain exceptions, depending on whether the closing share price of our common stock
reaches certain threshold levels.
Voting Agreement
Following the execution and delivery of the Merger Agreement, on July 1, 2020, the Company, Shift and
IAC Sponsor entered into a Voting Agreement (the “Voting Agreement”), pursuant to which IAC Sponsor
agreed to, among other things, vote all of the shares of our common stock held by IAC Sponsor (representing as
of the date hereof approximately 26.5% of the outstanding shares of our common stock) (i) in favor of the
adoption of the Merger Agreement and approval of the Merger and the other transactions contemplated by the
Merger Agreement; (ii) against any actions that would result in a breach by the Company of any covenant,
representation or warranty or other obligation contained in the Merger Agreement; (iii) against alternative
proposals or offers from any person (other than Shift or any of its affiliates) concerning an alternative
transaction, and (iv) against any actions that would reasonably interfere with the timely consummation of the
Merger or the fulfillment of any of the Company’s conditions under the Merger Agreement or change in any
manner the voting rights of any class of shares of the Company (including any amendments to the Company’s
certificate of incorporation or bylaws other than in connection with the Merger).
The Voting Agreement generally prohibits the stockholders party thereto from transferring, or permitting
to exist any liens on, their shares of our common stock prior to the consummation of the Merger. The Voting
Agreement will automatically terminate upon the first to occur of (i) the Closing and (ii) the termination of the
Merger Agreement in accordance with its terms.
Shift Related Person Transactions
Lithia — Used Vehicle Sales Agreements
In December 2018, Shift agreed to sell cars to Lithia under an OSM program whereby Shift acquires cars
from various sources in the Oxnard, Salem and Fresno markets and sells directly and solely to Lithia. In
July 2019, the Salem OSM ceased operations. Shift recognizes revenue at the agreed upon purchase price stated
in the contract, plus charges such as repairs.
Shift invoices Lithia based on the purchase price of the car plus an agreed upon margin by location.
During the years ended December 31, 2019 and 2018, Shift recognized approximately $7.1 million and
$18,000, respectively, of revenue from the OSM agreement with Lithia.
Other than sales made through OSM locations, Shift also sells used cars to Lithia using a pricing
algorithm as a basis for sales price. During the years ended December 31, 2019 and 2018, Shift recognized
revenue of approximately $669,000 and $44,000, respectively.
As of December 31, 2019, Shift has $335,000 outstanding accounts receivables from used vehicle sales to
Lithia, including $22,000 in volume incentives during 2019 based on the number of loan contracts booked with
US bank. Shift operates under Lithia’s master agreement with US Bank where the collections pass through
Lithia.
Lithia — Lease Agreements
In November 01, 2018 and July 10, 2019, Shift and Lithia Real Estate entered into license and services
agreements that govern Shift’s access to and utilization of reconditioning, offices and parking spaces at the
Concord and Portland facilities of Lithia, respectively. The Concord agreement is no longer in effect and the
Portland agreement expires on October 12, 2021, with automatic 12 months renewal subject to terms and
conditions of the agreement. During the years ended December 31, 2019 and December 31, 2018, total costs
related to these agreements were approximately $13,000 and $171,000, respectively, and were expensed to
selling, general and administrative expenses.
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Lithia — Financing Agreements
In February 2019, Shift entered into a guarantee agreement with Lithia. The interest rate is 1.50% per
annum based on a daily outstanding flooring line of credit and is payable monthly to Lithia. For the year ended
December 31, 2019, Shift recorded $360,000 to interest expense.
Concurrent with the initial closing of the Series D Convertible Preferred Stock, Shift entered into the
Delayed Draw Term Loan Agreement (“DDTL”) with Lithia, whereby Lithia agreed to make up to two term
loans (“Term Loan A” and “Term Loan B”) from November 29, 2019, to July 2, 2020, with a maximum
principal amount of $12.5 million per term loan. Interest accrues on the outstanding principal amount of each
Term Loan at a rate equal to LIBOR plus 0.50% and the applicable margin at the date of determination and is
payable monthly. The principal amount of each Term Loan, together with all accrued and unpaid interest
thereon, shall be due and payable in full three years from the first advance under Term Loan A. Shift also grants
a continuing security interest in and lien upon the lender collateral, subject to permitted liens. $12.5 million
remains outstanding as of December 31, 2019, and pursuant to the Merger Agreement, Shift and the Company
shall reasonably and in good faith consult with each other and determine whether to repay, refinance or attempt
to renegotiate the indebtedness in connection with the closing of the Merger.
Stockholder Letter Agreement
The description of the Stockholder Letter Agreement above under “— IAC Related Person Transactions
— Stockholder Letter Agreement” is incorporated herein by reference.
Voting Agreement
The description of the Voting Agreement above under “— IAC Related Person Transactions — Voting
Agreement” is incorporated herein by reference.
Director and Officer Loans
On January 14, 2019, Mr. Foy received an advance of $100 thousand of his 2020 year-end bonus in the
form of an unsecured promissory note. The note bore interest of 2.72% per year, compounded annually. The
note was fully paid off on October 9, 2020 pursuant to the Foy Bonus Letter.
On July 30, 2018 and April 4, 2019, the Company received partial recourse promissory notes for $247
thousand and $121 thousand, respectively, as loans to Mr. Russell. The notes bear interest of 2.87% and 2.59%,
respectively, per year, compounded annually. The principal balance together with all accrued but unpaid interest
shall be due and payable in full upon the earliest of the day before the ninth anniversary of the promissory note
or earlier if Mr. Russell ceases to provide services to the Company subject to the terms of the promissory note.
Concurrently, the Company entered into a stock pledge agreement whereby Mr. Russell granted security interest
to the Company for all existing and new shares earned by Mr. Russell from the Company. The proceeds from
the loan of $247 thousand were used to exercise Mr. Russell’s options and no cash was paid to Mr. Russell. The
Company treated the loan as an off-balance sheet transaction. The proceeds from the loan of $121 thousand was
partially paid to Mr. Russell and partially used to pay off taxes resulting from exercise of options in 2018. The
notes were fully paid off pursuant to the Russell Bonus Letter.
Lithia Warrant No. CS-1
On September 12, 2018 Shift entered into Warrant No. CS-1 with Lithia. The warrant represents the right
to acquire 86,661,588 shares of Shift’s common stock. The warrant vested in increments of 14,443,598 shares
and became exercisable upon achievement of each of the following 6 milestones:
•

1 — entry into an acceptable credit facilities with initial aggregate commitment of at least $30
million;

•

2 — entry into a data sharing commercial agreement;

•

3 — entry into a lease and services agreement (for one Lithia location);

•

4 — entry into a lease and services agreement (for three Lithia location);
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•

5 — entry into a commercial agreement (re access to insurance/finance products);

•

6 — entry into a commercial agreement (re Lithia purchase of vehicles from Shift).

Any unvested rights under the warrant would have terminated if not vested by June 12, 2020. Each of the
above milestones was achieved prior to the termination date. The exercise price of the warrant is $0.01 per share
and the warrant may be exercised on a net exercise basis. The warrant was exercised in full prior to the closing
of the Merger.
Policies and Procedures for Related Person Transactions
Our board of directors adopted a written related person transaction policy that will set forth the policies
and procedures for the review and approval or ratification of related person transactions. Our policy requires
that a “related person” (as defined in paragraph (a) of Item 404 of Regulation S-K) must promptly disclose to a
member of the Audit Committee or another member of the board of directors any “related person transaction”
(defined as any transaction that is reportable by us under Item 404(a) of Regulation S-K in which we are or will
be a participant and the amount involved exceeds $120,000 and in which any related person has or will have a
direct or indirect material interest) in which such related person has or will have a direct or indirect material
interest and all material facts with respect thereto. A member of the Audit Committee or another member of the
board of directors will promptly communicate such information to our Audit Committee, or in certain instances
the board of directors. No related person transaction will be entered into without the approval or ratification of
our Audit Committee or another independent body of our board of directors. It is our policy that directors
interested in a related person transaction will recuse themselves from any such vote. Our policy does not specify
the standards to be applied by our Audit Committee or another independent body of our board of directors in
determining whether or not to approve or ratify a related person transaction and we accordingly anticipate that
these determinations will be made in accordance with the DGCL.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth information known to the Company regarding beneficial ownership of
shares of common stock of the Company immediately following the Closing by:
•

each person who is the beneficial owner of more than 5% of the outstanding shares of the
Company’s common stock;

•

each of the Company’s executive officers and directors; and

•

all executive officers and directors of the Company as a group.

Beneficial ownership is determined according to the rules of the SEC, which generally provide that a
person has beneficial ownership of a security if he, she or it possesses sole or shared voting or investment power
over that security, including options and warrants that are currently exercisable or exercisable within 60 days.
Beneficial ownership of common stock of the Company is based on 82,106,969 shares of common stock
of the Company issued and outstanding as of November 19.
Unless otherwise indicated, we believe that all persons named in the table below have sole voting and
investment power with respect to all shares of common stock beneficially owned.
Class A Common Stock
Name and Address of Beneficial Owners

Number

% of class

Directors and Executive Officers:(1)
George Arison(2)
(3)

Toby Russell

Cindy Hanford(4)
(5)

Sean Foy

Victoria McInnis(6)
Kellyn Smith Kenny

1,580,413

1.9%

1,296,541

1.6%

47,395

*

250,753

*

15,000

*

—

—

Jason Krikorian(7)

2,394,785

2.9%

Emily Melton(8)

2,206,309

2.7%

Adam Nash(9)

24,484

(10)

Manish Patel
All post-Merger directors and executive officers as a group (eleven
individuals)

*

2,208,617

2.7%

10,128,736

12.34%

5% or Greater Beneficial Owners:
Cohen & Company, LLC(11)
Lithia Motors, Inc.(12)

6,760,206

8.2%

13,813,238

16.8%

____________
*
(1)
(2)

(3)

(4)
(5)

(6)

Less than 1 percent.
Unless otherwise noted, the business address of each of the following individuals is c/o Shift Technologies, Inc., 2525
16th Street, Suite 316, San Francisco, CA 94103.
Includes 177,545 Additional Shares allocated to Mr. Arison and held in escrow, pursuant to the terms of the Merger
Agreement. Includes 163,587 shares, including their allocation of Additional Shares, held by Mr. Arison’s family
members that Mr. Arison exercises voting control over pursuant to a permanent voting proxy, which shares Mr.
Arison disclaims beneficial ownership of. Includes 336,042 shares underlying stock options which are exercisable
within 60 days of October 30, 2020. If exercised in full as of the date of this table, 112,014 shares would be subject to
a right of repurchase in our favor.
Includes 109,944 Additional Shares allocated to Mr. Russell and held in escrow, pursuant to the terms of the Merger
Agreement. Includes 525,964 shares underlying stock options which are exercisable within 60 days of October 30,
2020. If exercised in full as of the date of this table, 175,167 shares would be subject to a right of repurchase in our
favor.
Includes 47,395 shares underlying stock options which are exercisable within 60 days of October 30, 2020. If
exercised in full as of the date of this table, 30,610 shares would be subject to a right of repurchase in our favor.
Includes 17,949 Additional Shares allocated to Mr. Foy and held in escrow, pursuant to the terms of the Merger
Agreement. Includes 124,952 shares underlying stock options which are exercisable within 60 days of October 30,
2020. If exercised in full as of the date of this table, 78,360 shares would be subject to a right of repurchase in our
favor.
Shares are held directly by the Victoria McInnis Trust Dated March 8, 2002, Victoria McInnis Trustee.

105

Table of Contents
(7)

Shares are held directly by DCM Affiliates Fund VIII, L.P., DCM Ventures China Fund (DCM VIII), L.P., DCM VIII,
L.P., and A-Fund, L.P. As a General Partner of DCM Venture Capital, Mr. Krikorian may be deemed to share
beneficial ownership of the shares of common stock owned by such entities. Mr. Krikorian disclaims beneficial
ownership of such shares, except to the extent of her pecuniary interest therein.
(8)
Shares are held directly by Threshold Partners and Threshold Ventures I. As a managing partner of Threshold
Ventures, Ms. Melton may be deemed to share beneficial ownership of the shares of common stock owned by such
entities. Ms. Melton disclaims beneficial ownership of such shares, except to the extent of her pecuniary interest
therein.
(9)
Includes 262 Additional Shares allocated to Mr. Nash and held in escrow, pursuant to the terms of the Merger
Agreement. Shares are held directly by the Adam and Carolyn Nash Family Trust. Includes 22,648 shares underlying
stock options which are exercisable within 60 days of October 30, 2020. If exercised in full as of the date of this table,
22,648 shares would be subject to a right of repurchase in our favor.
(10) Shares are held directly by Highland Capital Partners 9 Limited Partnership, Highland Capital Partners 9-B Limited
Partnership and Highland Entrepreneurs’ Fund 9 Limited Partnership. As a general partner of Highland Capital
Partners, Mr. Patel may be deemed to share beneficial ownership of the shares of common stock owned by such
entities. Mr. Patel disclaims beneficial ownership of such shares, except to the extent of his pecuniary interest therein.
(11) Includes 2,431,750 shares held directly by Insurance Acquisition Sponsor, LLC and 187,500 shares underlying
currently exercisable private placement warrants held directly thereby, 3,540,956 shares held directly by Dioptra
Advisors, LLC, each of which is managed by Cohen & Company, LLC. Also includes the 600,000 shares that INSU
Pipe Sponsor, LLC, an entity managed by Cohen & Company, LLC, has purchased in the PIPE Investment.
(12) Includes 1,970,824 Additional Shares allocated to Lithia Motors, Inc. and held in escrow, pursuant to the terms of the
Merger Agreement. The address of Lithia is 150 N. Bartlett Street, Medford, Oregon 97501.
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SELLING SECURITYHOLDERS
This prospectus relates to the issuance by us of up to 7,745,000 shares of our Class A common stock
consisting of (i) 212,500 shares of our Class A common stock issuable upon the exercise of the private
placement warrants originally issued to IAC Sponsor and Cantor pursuant to a private placement by IAC, and
(ii) up to 7,532,500 shares of our Class A common stock issuable upon the exercise of public warrants
originally issued by IAC. This prospectus also relates to the offer and sale from time to time of (i) 5,663,338
shares of Class A common stock originally issued to IAC Sponsor and the Other IAC Initial Stockholders as
Class B common stock in connection with the initial public offering of IAC and converted to Class A common
stock upon the consummation of the Merger, (ii) 425,000 shares of Class A common stock originally issued to
IAC Sponsor and Cantor pursuant to a private placement by IAC, (iii) 212,500 private placement warrants
originally issued to IAC Sponsor and Cantor pursuant to a private placement by IAC, and (iv) 18,900,000 shares
of Class A common stock purchased by the PIPE Investors. The Selling Securityholders may from time to time
offer and sell any or all of the Class A common stock and private placement warrants set forth below pursuant
to this prospectus and any accompanying prospectus supplement. When we refer to the “Selling
Securityholders” in this prospectus, we mean the persons listed in the table below, and the pledgees, donees,
transferees, assignees, successors, designees and others who later come to hold any of the Selling
Securityholders’ interest in the Class A common stock or private placement warrants other than through a public
sale.
The following table sets forth, as of the date of this prospectus, the names of the Selling Securityholders,
the aggregate number of shares of Class A common stock and private placement warrants beneficially owned,
the aggregate number of shares of Class A common stock and private placement warrants that the Selling
Securityholders may offer pursuant to this prospectus and the number of shares of Class A common stock and
private placement warrants beneficially owned by the Selling Securityholders after the sale of the securities
offered hereby. We have based percentage ownership on 82,106,969 shares of Class A common stock
outstanding as of November 19, 2020.
We have determined beneficial ownership in accordance with the rules of the SEC and the information is
not necessarily indicative of beneficial ownership for any other purpose. Unless otherwise indicated below, to
our knowledge, the persons and entities named in the tables have sole voting and sole investment power with
respect to all securities that they beneficially own, subject to community property laws where applicable. Except
as otherwise described below, based on the information provided to us by the Selling Securityholders, no
Selling Securityholder is a broker-dealer or an affiliate of a broker-dealer.
We cannot advise you as to whether the Selling Securityholders will in fact sell any or all of such Class A
common stock or private placement warrants. In addition, the Selling Securityholders may sell, transfer or
otherwise dispose of, at any time and from time to time, the Class A common stock and private placement
warrants in transactions exempt from the registration requirements of the Securities Act after the date of this
prospectus. For purposes of this table, we have assumed that the Selling Securityholders will have sold all of the
securities covered by this prospectus upon the completion of the offering.
Selling Securityholder information for each additional Selling Securityholder, if any, will be set forth by
prospectus supplement to the extent required prior to the time of any offer or sale of such Selling
Securityholder’s shares or private placement warrants pursuant to this prospectus. Any prospectus supplement
may add, update, substitute, or change the information contained in this prospectus, including the identity of
each Selling Securityholder and the number of shares or private placement warrants registered on its behalf. A
Selling Securityholder may sell or otherwise transfer all, some or none of such shares or private placement
warrants in this offering. See “Plan of Distribution.”
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Selling Securityholders
Securities Beneficially
Owned Prior to this
Offering
Shares of
Class A
Private
Common
Placement
Stock
Warrants

Selling Securityholder

ACM ASOF VII Cayman
Holdco LP(1)

1,000,000
(2)

Securities to be
Sold in this
Offering
Shares of
Class A
Private
Common Placement
Stock
Warrants

— 1,000,000

—

Securities Beneficially
Owned After this
Offering
Shares of
Class A
Private
Common
Placement
Stock
% Warrants

%

—

—

—

—

Alyeska Master Fund 3, LP

15,313

—

8,000

—

7,313

*

—

—

Alyeska Master Fund, LP(2)

1,807,950

—

992,000

—

815,950

*

—

—

375,000

—

375,000

—

—

—

—

—

ArrowMark Fundamental
Opportunity Fund LP(3)
ArrowMark Large Cap Growth
Fund(3)

2,500

—

2,500

—

—

—

—

—

BEMAP Master Fund Ltd(4)

159,091

—

159,091

—

—

—

—

—

Blackstone Global Master Fund
ICAV, acting solely on behalf of
its sub-fund Blackstone Aqua
Master Sub-Fund(5)

500,000

—

500,000

—

—

—

—

—

Blackwell Partners LLC – Series
A(6)

535,024(28)

—

232,912

—

302,112(28)

*

—

—

Boathouse Row I, LP(7)

510,437

—

282,641

—

227,796

*

—

—

93,838

—

73,864

*

—

—

(7)

Boathouse Row II, LP

167,702

—

(8)

50,000

25,000

50,000

25,000

—

—

—

—

Clearbridge Select Fund(9)

492,650

—

492,650

—

—

—

—

—

4,720

—

4,720

—

—

—

—

—

188,450

—

188,450

—

—

—

—

—

210,800

—

210,800

—

—

—

—

—

86,600

—

Cantor Fitzgerald & Co.

(9)

Clearbridge Select, LP
Davidson Kempner Institutional
Partners, L.P.(10)
Davidson Kempner International,
Ltd.(10)
(10)

Davidson Kempner Partners
Dioptra Advisors, LLC(11)

3,540,956

86,600

—

—

—

—

—

— 3,540,956

—

—

—

—

—

EQ/ClearBridge Select Equity
Managed Volatility Portfolio (9)

52,630

—

52,630

—

—

—

—

—

Falcon Edge Global Master Fund,
LP(12)

386,434

—

386,434

—

—

—

—

—

Fidelity Advisor Series I: Fidelity
Advisor Growth Opportunities
Fund(13)

1,679,100

— 1,679,100

—

—

—

—

—

Fidelity Advisor Series I: Fidelity
Advisor Series Growth
Opportunities Fund(13)

92,200

—

92,200

—

—

—

—

—

156,902

—

156,902

—

—

—

—

—

4,698

—

4,698

—

—

—

—

—

—

—

—

—

(13)

Fidelity NorthStar Fund

Fidelity Select Portfolios: Select
Automotive Portfolio(13)
Fidelity U.S. Growth Opportunities
Investment Trust (13)

11,200

—

11,200

—

(14)

HBK Master Fund, L.P.

150,000

—

150,000

—

—

—

—

—

ICS Opportunities, Ltd.(15)

208,872

—

135,000

—

73,872

*

—

—

600,000

—

600,000

—

—

—

—

—

187,500 2,431,570

187,500

—

—

—

—

(11)

INSU Pipe Sponsor, LLC
Insurance Acquisition Sponsor,
LLC(11)
Integrated Core Strategies (US)
LLC(16)

2,431,570
865,000

—

865,000

—

—

—

—

—

(3)

97,500

—

97,500

—

—

—

—

—

Iron Horse Investments, LLC
K2 PSAM Event Master Fund
Ltd(17)

Kepos Alpha Master Fund L.P.(18)
(19)

Linden Capital L.P.

Lumyna Specialist Funds – Event
Alternative Fund(17)

48,000

—

48,000

—

—

—

—

—

150,000

—

150,000

—

—

—

—

—

1,425,048(29)

—

250,000

— 1,175,048(29)

*

—

—

114,000

—

114,000

—

—

—

—
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Securities Beneficially
Owned Prior to this
Offering
Shares of
Class A
Private
Common
Placement
Stock
Warrants

Selling Securityholder

Securities to be
Sold in this
Offering
Shares of
Class A
Private
Common Placement
Stock
Warrants

Securities Beneficially
Owned After this
Offering
Shares of
Class A
Private
Common
Placement
Stock
% Warrants

%

Luxor Capital Partners Offshore
Master Fund, LP(20)

645,937

—

352,926

—

293,011

*

—

—

Luxor Capital Partners, LP(20)

926,033

—

505,260

—

420,773

*

—

—

258,926

—

141,814

—

117,112

*

—

—

14,150

—

14,150

—

—

—

—

—

375,360

—

300,000

—

75,360

*

—

—

25,000

—

25,000

—

—

—

—

—

1,200,000

—

1,200,000

—

—

—

—

—

500,000

—

500,000

—

—

—

—

—

1,000,000

—

1,000,000

—

—

—

—

—

71,591

—

71,591

—

—

—

—

—

(20)

Luxor Wavefront, LP

(10)

M.H. Davidson & Co.

Maven Investment Partners US
Limited – US Branch(21)
(3)

Meridian Enhanced Equity Fund
Meridian Small Cap Growth
Fund(3)
Millais Limited(22)

(23)

MMCAP International Inc. SPC

Monashee Pure Alpha SPV I LP(4)
Monashee Solitario Fund LP

(4)

95,454

—

95,454

—

—

—

—

—

613,566

—

613,566

—

—

—

—

—

605,146(30)

—

299,563

—

305,583(30)

*

—

—

252,124(31)

—

109,822

—

142,302(31)

*

—

—

1,307,778

—

658,838

—

648,940

*

—

—

NCP QR LP

159,092

—

122,145

—

36,947

*

—

—

Nineteen77 Environmental Focus
Fund (Cayman) Master
Limited(25)

100,000

—

100,000

—

—

—

—

—

Nineteen77 Global Merger
Arbitrage Master Limited(25)

792,075(32)

—

625,000

—

167,075(32)

*

—

—

Nineteen77 Global Multi-Strategy
Alpha Master Limited(25)

546,341(33)

—

425,000

—

121,341(33)

*

—

—

OC 532 Offshore Fund, Ltd.(7)

286,016

—

123,521

—

162,495

*

—

—

PSAM Worldarb Master Fund
Ltd(17)

438,000

—

438,000

—

—

—

—

—

—

—

—

Moraine Master Fund, LP(24)
Nantahala Capital Partners II
Limited Partnership(6)
Nantahala Capital Partners Limited
Partnership(6)
Nantahala Capital Partners SI,
LP(6)
(6)

(17)

1,272,500(34)

—

500,000

—

772,500(34)

Riverview Group LLC

1,000,000

—

600,000

—

400,000

*

—

—

Scoggin International Fund Ltd

200,000

—

200,000

—

—

—

—

—

Select Alternative Strategies II
ICAV solely on behalf of
Nineteen77 Environmental
Focus Fund (EU)(25)

100,000

—

100,000

—

—

—

—

—

23,864

—

23,864

—

—

—

—

—

94,329

—

76,720

—

17,609

*

—

—

255,900

—

255,900

—

—

—

—

—

—

65,812

—

—

—

—

—

Schonfeld Strategic 460 Fund
LLC(26)
(27)

SFL SPV I LLC(4)
(6)

Silver Creek CS SAV, L.L.C.
Variable Insurance Products Fund
III: Growth Opportunities
Portfolio(13)

Certain Former Directors of
IAC(35)
Total Shares

65,812
31,345,341

212,500 24,988,338

212,500 6,357,003

—

____________
*
(1)

(2)

(3)

Less than 1.0%.
Atalaya Capital Management LP is deemed to have power to vote or dispose of the reported securities held by the
Selling Securityholder. Ivan Q. Zinn is deemed to have power to vote or dispose of the reported securities held by the
Selling Securityholder.
Alyeska Investment Group, L.P., the investment manager of the Selling Securityholder, has voting and investment
control of the shares held by the Selling Securityholder. Anand Parekh is the Chief Executive Officer of Alyeska
Investment Group, L.P. and may be deemed to be the beneficial owner of such shares. Mr. Parekh, however, disclaims
any beneficial ownership of the share held by the Selling Securityholder.
David John Corkins is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder.
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(4)
(5)
(6)

(7)

(8)

(9)
(10)

(11)

(12)
(13)

(14)

(15)

Jeff Muller, Chief Compliance Officer of Monashee Investment Management, LCC, is deemed to have power to vote
or dispose of the reported securities held by the Selling Securityholder.
Blackstone Alternative Solutions L.L.C. and Blackstone Holdings I/II GP L.L.C. are deemed to have power to vote or
dispose of the reported securities held by the Selling Securityholder.
Nantahala Capital Management, LLC is a Registered Investment Advisor and has been delegated the legal power to
vote and/or direct the disposition of such securities on behalf of the Selling Securityholder as a general partner or
investment manager and would be considered the beneficial owner of such securities. The above shall not be deemed
to be an admission by the record owners or the Selling Securityholder that they are themselves beneficial owners of
these securities for purposes of Section 13(d) of the Securities Exchange Act of 1934, as amended, or any other
purpose. Wilmot Harkey and Daniel Mack are managing members of Nantahala Capital Management, LLC and may
be deemed to have voting and dispositive power over the securities held by the Selling Securityholder.
Philadelphia Financial Management of San Francisco, LLC is the general partner of the Selling Securityholder.
Jordan Hymowitz is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder.
Howard W. Lutnick, through indirect beneficial ownership of the general partners of Cantor Fitzgerald & Co., has
voting and investment control over the shares. Mr. Lutnick disclaims beneficial ownership of the shares except to the
extent of any pecuniary interest therein. Based on information provided to us by the Selling Securityholder, the
Selling Securityholder may be deemed to be an affiliate of a broker-dealer. Based on such information, the Selling
Securityholder acquired the shares being registered hereunder in the ordinary course of business, and at the time of
the acquisition of the shares, the Selling Securityholder did not have any agreements or understandings with any
person to distribute such shares.
Aram Green is deemed to have power to vote or dispose of the reported securities held by the Selling Securityholder.
Voting and dispositive authority over the registrable securities is held by Davidson Kempner Capital Management LP
(“DKCM”), and Anthony A. Yoseloff, Eric P. Epstein, Avram Z. Friedman, Conor Bastable, Shulamit Leviant,
Morgan P. Blackwell, Patrick W. Dennis, Gabriel T. Schwartz, Zachary Z. Altschuler, Joshua D. Morris and Suzanne
K. Gibbons, through DKCM, are responsible for the voting and investment decisions relating to such registrable
securities. Each of the aforementioned entities and individuals disclaims beneficial ownership of the registrable
securities held by any other entity or individual referencing this footnote except to the extent of such entity or
individual’s pecuniary interest therein, if any. The address of each of the entities and individuals in this footnote is c/o
Davidson Kempner Capital Management LP, 520 Madison Avenue, 30th Floor, New York, New York 10022.
Cohen & Company, LLC is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder. Cohen and Company, LLC disclaims beneficial ownership of these securities, except to the extent of
its pecuniary interest therein. Insurance Acquisition Sponsor, LLC and Dioptra Advisors, LLC collectively were the
sponsor to IAC.
Falcon Edge Capital, LP is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder. Falcon Edge (Cayman) GP, Ltd is the general partner of the selling securityholder.
These accounts are managed by direct or indirect subsidiaries of FMR LLC. Abigail P. Johnson is a Director, the
Chairman, the Chief Executive Officer and the President of FMR LLC. Members of the Johnson family, including
Abigail P. Johnson, are the predominant owners, directly or through trusts, of Series B voting common shares of FMR
LLC, representing 49% of the voting power of FMR LLC. The Johnson family group and all other Series B
shareholders have entered into a shareholders’ voting agreement under which all Series B voting common shares will
be voted in accordance with the majority vote of Series B voting common shares. Accordingly, through their
ownership of voting common shares and the execution of the shareholders’ voting agreement, members of the
Johnson family may be deemed, under the Investment Company Act of 1940, to form a controlling group with respect
to FMR LLC. Neither FMR LLC nor Abigail P. Johnson has the sole power to vote or direct the voting of the shares
owned directly by the various investment companies registered under the Investment Company Act (“Fidelity
Funds”) advised by Fidelity Management & Research Company, LLC (“FMR Co”), a wholly owned subsidiary of
FMR LLC, which power resides with the Fidelity Funds’ Boards of Trustees. Fidelity Management & Research
Company, LLC carries out the voting of the shares under written guidelines established by the Fidelity Funds’ Boards
of Trustees. Based on information provided to us by the Selling Securityholder, the Selling Securityholder may be
deemed to be an affiliate of a broker-dealer. Based on such information, the Selling Securityholder acquired the
shares being registered hereunder in the ordinary course of business, and at the time of the acquisition of the shares,
the Selling Securityholder did not have any agreements or understandings with any person to distribute such shares.
HBK Investments L.P., a Delaware limited partnership, has shared voting and dispositive power over the Company’s
securities pursuant to an Investment Management Agreement between HBK Investments L.P. and the Selling
Securityholder. HBK Investments L.P. has delegated discretion to vote and dispose of the Company’s securities to
HBK Services LLC, a Delaware limited liability company. The following individuals may be deemed to have control
over HBK Investments L.P. and HBK Services LLC: Jamiel A. Akhtar, Richard L. Booth, David C. Haley, Jon L.
Mosle III and Matthew Luth.
Millennium International Management LP is the investment manager to the Selling Securityholder and may be
deemed to have shared voting control and investment discretion over securities owned by the Selling Securityholder.
Millennium Management LLC is the general partner of the 100% owner of the Selling Securityholder and may also
be deemed to
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(30)
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(32)
(33)
(34)
(35)

have shared voting control and investment discretion over securities owned by the Selling Securityholder. Millennium
Group Management LLC is the general partner of Millennium International Management LP and may also be deemed
to have shared voting control and investment discretion over securities owned by the Selling Securityholder. The
managing member of Millennium Group Management LLC is a trust of which Israel A. Englander, a United States
citizen, currently serves as the sole voting trustee. Therefore, Mr. Englander may also be deemed to have shared
voting control and investment discretion over securities owned by the Selling Securityholder. Each of the foregoing
disclaims beneficial ownership of the securities controlled by such entity, except to the extent of their pecuniary
interest in such securities.
Millennium Management LLC, is the general partner of the managing member of the Selling Securityholder and may
be deemed to have shared voting control and investment discretion over securities owned by the Selling
Securityholder. Millennium Group Management LLC is the managing member of Millennium Management LLC and
may also be deemed to have shared voting control and investment discretion over securities owned by the Selling
Securityholder. The managing member of Millennium Group Management LLC is a trust of which Israel A.
Englander, a United States citizen, currently serves as the sole voting trustee. Therefore, Mr. Englander may also be
deemed to have shared voting control and investment discretion over securities owned by the Selling Securityholder.
Each of the foregoing disclaims beneficial ownership of the securities controlled by such entity, except to the extent
of their pecuniary interest in such securities.
P. Schoenfeld Asset Management LP is deemed to have power to vote or dispose of the reported securities held by the
Selling Securityholder.
Kepos Partners LLC is the general partner of the Selling Securityholder. Kepos Capital LP is the investment manager
of the Selling Securityholder. Kepos Capital GP LLC is the general partner of Kepos Capital LP. Each of Kepos
Partners LLC, Kepos Capital LP and Kepos Capital GP LLC are controlled by Mark Carhart. Mr. Carhart is therefore
deemed to have power to vote or dispose of the reported securities held by the Selling Securityholder.
The securities directly held by Linden Capital L.P. are indirectly held by Linden Advisors LP (the investment
manager of Linden Capital L.P.), Linden GP LLC (the general partner of Linden Capital L.P.), and Mr. Siu Min (Joe)
Wong (the principal owner and the controlling person of Linden Advisors LP and Linden GP LLC). Linden Capital
L.P., Linden Advisors LP, Linden GP LLC and Mr. Wong share voting and dispositive power with respect to the
securities held by Linden Capital L.P.
Christian Leone is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder.
Anand K. Sharma may be deemed to have investment discretion and voting power over the securities held by the
Selling Securityholder.
Robert Heaselgrave and Andrew Dodd are deemed to have power to vote or dispose of the reported securities held by
the Selling Securityholder.
Securities are held by BMO Nesbitt Burns ITF MMCAP International Inc. SPC on behalf of the Selling
Securityholder. MM Asset Management Inc. is deemed to have power to vote or dispose of the reported securities
held by the Selling Securityholder. Matthew MacIsaac is the Secretary of MM Asset Management Inc. and investment
advisor to the Selling Securityholder, and is deemed to have power to vote or dispose of the reported securities held
by the Selling Securityholder.
Falcon Edge Capital, LP is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder. Falcon Special Situations General Partner, LP is the general partner of the Selling Securityholder.
Kevin Russell, the Chief Investment Officer of UBS O’Connor LLC, is deemed to have power to vote or dispose of
the reported securities held by the Selling Securityholder.
Schonfeld Strategic Advisors LLC is a Registered Investment Advisor and has been delegated the legal power to vote
and/or direct the disposition of such securities on behalf of the Selling Securityholder as a general partner or
investment manager and would be considered the beneficial owner of such securities. The above shall not be deemed
to be an admission by the record owners or the Selling Securityholder that they are themselves beneficial owners of
these securities for purposes of Section 13(d) of the Securities Exchange Act of 1934, as amended, or any other
purpose.
Scoggin Management LP is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder. Craig Effron is deemed to have power to vote or dispose of the reported securities held by the Selling
Securityholder.
Includes 100,704 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 1,175,048 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 101,861 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 47,434 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 121,671 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 88,366 shares of Class A common stock issuable upon exercise of Public Warrants.
Includes 772,500 shares of Class A common stock issuable upon exercise of Public Warrants.
Each of Stephanie Gould Rabin, Sasson Posner, John C. Chrystal, and Joseph M. Scheerer, all being former directors
of IAC, hold directly 16,453 shares of Class A common stock originally issued as Class B common stock in
connection with the initial public offering of IAC and converted to Class A common stock upon the consummation of
the Merger.
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MATERIAL UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
The following is a discussion of certain material U.S. federal income tax consequences of the acquisition,
ownership and disposition of our common stock and warrants, which we refer to collectively in this discussion
as our securities. This discussion applies only to our securities that are held as capital assets for U.S. federal
income tax purposes and is applicable only to holders who are receiving our securities in connection with this
offering. This discussion is a summary only and does not describe all of the tax consequences that may be
relevant to you in light of your particular circumstances, or to certain holders subject to special tax rules,
including but not limited to:
•

financial institutions or financial services entities;

•

broker-dealers;

•

governments or agencies or instrumentalities thereof;

•

regulated investment companies;

•

real estate investment trusts;

•

expatriates or former long-term residents of the U.S.;

•

persons that actually or constructively own five percent or more of our voting shares;

•

insurance companies;

•

dealers or traders subject to a mark-to-market method of accounting with respect to the securities;

•

persons holding the securities as part of a “straddle,” hedge, integrated transaction or similar
transaction;

•

persons that receive shares upon the exercise of employee stock options or otherwise as
compensation;

•

U.S. holders (as defined below) whose functional currency is not the U.S. dollar; and

•

tax-exempt entities.

This discussion is based on the Internal Revenue Code of 1986, as amended (the “Code”), administrative
pronouncements, judicial decisions and final, temporary and proposed Treasury regulations, all as of the date
hereof and any of which are subject to change, possibly on a retroactive basis. Any such changes may affect the
tax consequences described herein. This discussion is limited to certain material federal income tax
consequences and does not address all federal income tax consequences, federal estate, gift or other taxes nor
any state, local or non-U.S. tax consequences.
We have not sought, and do not intend to seek, a ruling from the IRS as to any income tax consequence
described herein. The IRS may disagree with the discussion herein, and the IRS’s determination may be upheld
by a court. You are urged to consult your tax advisor with respect to the application of U.S. federal income tax
laws, as well as any tax consequences arising under the laws of any state, local or foreign jurisdiction, to your
particular situation.
This discussion does address the tax consequences of partnerships or other pass-through entities or
persons who hold our securities through such entities. If a partnership (or other entity or arrangement classified
as a partnership or other pass-through entity for United States federal income tax purposes) is the beneficial
owner of our securities, the United States federal income tax treatment of a partner or member in the partnership
or other pass-through entity generally will depend upon the status of the partner or member and upon the
activities of the partnership or other pass-through entity. If you are a partner or member of a partnership or other
pass-through entity holding our securities, we urge you to consult your own tax advisor.
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THIS DISCUSSION IS ONLY A SUMMARY OF CERTAIN UNITED STATES FEDERAL INCOME
TAX CONSIDERATIONS ASSOCIATED WITH THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF OUR SECURITIES. EACH PROSPECTIVE INVESTOR IN OUR SECURITIES IS
URGED TO CONSULT ITS OWN TAX ADVISOR WITH RESPECT TO THE PARTICULAR TAX
CONSEQUENCES TO SUCH INVESTOR OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF OUR SECURITIES, INCLUDING THE APPLICABILITY AND EFFECT OF ANY
UNITED STATES FEDERAL NON-INCOME, STATE, LOCAL, AND NON-U.S. TAX LAWS.
U.S. Holders
For purposes of this discussion, a “U.S. holder” is a beneficial owner of our shares of common stock or
warrants that is, for U.S. federal income tax purposes:
•

an individual who is a citizen or resident of the United States; or

•

a corporation (or other entity taxable as a corporation) organized in or under the laws of the
United States, any state thereof or the District of Columbia; or

•

an estate the income of which is includible in gross income for U.S. federal income tax purposes
regardless of its source; or

•

a trust, if (i) a court within the United States is able to exercise primary supervision over the
administration of the trust and one or more U.S. persons (as defined in the Code) have authority to
control all substantial decisions of the trust or (ii) it has a valid election in effect under Treasury
Regulations to be treated as a U.S. person.

Taxation of Distributions
If we pay distributions in cash or other property (other than certain distributions of our stock or rights to
acquire our stock) to U.S. holders of shares of our common stock, such distributions generally will constitute
dividends for U.S. federal income tax purposes to the extent paid from our current or accumulated earnings and
profits, as determined under U.S. federal income tax principles. Distributions in excess of our current and
accumulated earnings and profits will constitute a return of capital that will be applied against and reduce (but
not below zero) the U.S. holder’s adjusted tax basis in our common stock. Any remaining excess distribution
will be treated as gain realized on the sale or other disposition of the common stock and will be treated as
described under “U.S. Holders — Gain or Loss on Sale, Taxable Exchange or Other Taxable Disposition of
common stock and Warrants” below.
Dividends we pay to a U.S. holder that is a taxable corporation generally will qualify for the dividends
received deduction if the requisite holding period is satisfied. With certain exceptions (including, but not limited
to, dividends treated as investment income for purposes of investment interest deduction limitations), and
provided certain holding period requirements are met, dividends we pay to a non-corporate U.S. holder may
constitute “qualified dividends” subject to tax at the maximum tax rate accorded to long-term capital gains. If
the holding period requirements are not satisfied, a corporation may not be able to qualify for the dividends
received deduction and would have taxable income equal to the entire dividend amount, and non-corporate
holders may be subject to tax on such dividend at ordinary income tax rates instead of the preferential rates that
apply to qualified dividend income.
Gain or Loss on Sale, Taxable Exchange or Other Taxable Disposition of Common Stock or Warrants
Upon a sale or other taxable disposition of our common stock or warrants, a U.S. holder generally will
recognize capital gain or loss in an amount equal to the difference between the amount realized and the U.S.
holder’s adjusted tax basis in the common stock or warrants, as the case may be. Any such capital gain or loss
generally will be long-term capital gain or loss if the U.S. holder’s holding period for the common stock or
warrants disposed exceeds one year. If the holding period requirements are not satisfied, any gain on a sale or
other taxable disposition of the shares or warrants would be subject to short-term capital gain treatment and
would be taxed at ordinary income tax rates. Long-term capital gains recognized by non-corporate U.S. holders
are generally eligible for reduced rates of tax. The deductibility of capital losses is subject to limitations.
113

Table of Contents
A U.S. holder’s adjusted tax basis in common stock or warrants generally will equal the U.S. holder’s
acquisition cost for the common stock or warrant less, in the case of a share of common stock, any prior
distributions treated as a return of capital. In the case of any shares of common stock or warrants originally
acquired as part of an investment unit, the acquisition cost for the share of common stock and warrant that were
part of such unit would equal an allocable portion of the acquisition cost of the unit based on the relative fair
market values of the components of the unit at the time of acquisition.
Exercise or Lapse of a Warrant
Except as discussed below with respect to the cashless exercise of a warrant, a U.S. holder generally will
not recognize taxable gain or loss on the acquisition of our common stock upon exercise of a warrant for cash.
Instead, the U.S. holder’s tax basis in the share of our common stock received upon exercise of the warrant
generally will be an amount equal to the sum of the U.S. holder’s tax basis in the warrant exercised plus the
exercise price paid. Generally, a U.S. holder’s holding period for common stock received upon exercise of a
warrant will begin on the day following the date of exercise and will not include the period during which the
U.S. holder held the warrants.
If a warrant is allowed to lapse unexercised, a U.S. holder generally will recognize a capital loss equal to
such holder’s tax basis in the warrant. The deductibility of capital losses is subject to limitations.
The tax consequences of a cashless exercise of a warrant are uncertain under tax law. A cashless exercise
may be tax-free, either on the grounds that the exercise is not a realization event or on the grounds that the
exercise is treated as a recapitalization for U.S. federal income tax purposes. In either tax-free situation, a U.S.
holder’s basis in the common stock received would equal the holder’s basis in the warrants exercised therefor. If
the cashless exercise is treated as not a realization event, a U.S. holder’s holding period in the common stock
generally would be treated as commencing on the date following the date of exercise and would not include the
period during which the U.S. holder held the warrants. If a cashless exercise is treated as a recapitalization, the
holding period of the common stock received therefore would include the holding period of the warrants
exercised therefor. It is also possible that a cashless exercise could be treated as a partial realization event, in
which a U.S. holder would be deemed to have surrendered warrants equal to the number of shares of common
stock having a value equal to the exercise price for the total number of warrants to be exercised in which case
the U.S. holder would recognize capital gain or loss in an amount equal to the difference between such total
exercise price and the U.S. holder’s tax basis in the warrants surrendered.
Due to the absence of authority on the U.S. federal income tax treatment of a cashless exercise, including
when a U.S. holder’s holding period would commence with respect to the common stock received, there can be
no assurance which, if any, of the alternative tax consequences and holding periods described above would be
adopted by the IRS or a court of law. Accordingly, U.S. holders are urged to consult their tax advisors regarding
the tax consequences of a cashless exercise.
Possible Constructive Distributions
The terms of each warrant provide for an adjustment to the number of shares of common stock for which
the warrant may be exercised or to the exercise price of the warrant in certain events, as discussed in the section
of this registration statement entitled “Description of Securities — Warrants.” An adjustment to the warrants
which has the effect of preventing dilution generally is not taxable. The U.S. holders of the warrants would,
however, be treated as receiving a constructive distribution from us if, for example, the adjustment to the
number of such shares or to such exercise price increases the warrantholders’ proportionate interest in our assets
or earnings and profits (e.g., through an increase in the number of shares of common stock that would be
obtained upon exercise or through a decrease in the exercise price of the warrant) as a result of a distribution of
cash or other property, such as other securities, to the holders of shares of our common stock, or as a result of
the issuance of a stock dividend to holders of shares of our common stock, in each case which is taxable to the
holders of such shares as a distribution. Such constructive distribution would be subject to tax as described
under “— Taxation of Distributions” in the same manner as if the U.S. holders of the warrants received a cash
distribution from us equal to the fair market value of such increased interest.
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Information Reporting and Backup Withholding
In general, information reporting requirements may apply to dividends paid to a U.S. holder and to the
proceeds of the sale or other disposition of our shares of common stock and warrants, unless the U.S. holder is
an exempt recipient. Backup withholding may apply to such payments if the U.S. holder fails to provide a
taxpayer identification number, a certification of exempt status or has been notified by the IRS that it is subject
to backup withholding (and such notification has not been withdrawn).
Any amounts withheld under the backup withholding rules generally should be allowed as a refund or a
credit against a U.S. holder’s U.S. federal income tax liability provided the required information is timely
furnished to the IRS.
Non-U.S. Holders
This section applies to you if you are a “Non-U.S. holder.” As used herein, the term “Non-U.S. holder”
means a beneficial owner of our common stock or warrants that is for U.S. federal income tax purposes:
•

a non-resident alien individual (other than certain former citizens and residents of the U.S. subject to
U.S. tax as expatriates);

•

a foreign corporation; or

•

an estate or trust that is not a U.S. holder;

but generally does not include an individual who is present in the U.S. for 183 days or more in the taxable year
of disposition. If you are such an individual, you should consult your tax advisor regarding the U.S. federal
income tax consequences of the acquisition, ownership or sale or other disposition of our securities.
Taxation of Distributions
In general, any distributions we make to a Non-U.S. holder of shares of our common stock, to the extent
paid out of our current or accumulated earnings and profits (as determined under U.S. federal income tax
principles), will constitute dividends for U.S. federal income tax purposes and, provided such dividends are not
effectively connected with the Non-U.S. holder’s conduct of a trade or business within the United States, will be
subject to withholding tax at a rate of 30%, unless such Non-U.S. holder is eligible for a reduced rate of
withholding tax under an applicable income tax treaty and provides proper certification of its eligibility for such
reduced rate (usually on an IRS Form W-8BEN or W-8BEN-E). Any distribution not constituting a dividend
will be treated first as reducing (but not below zero) the Non-U.S. holder’s adjusted tax basis in its shares of our
common stock and, to the extent such distribution exceeds the Non-U.S. holder’s adjusted tax basis, as gain
realized from the sale or other disposition of the common stock, which will be treated as described under “NonUS. Holders — Gain on Sale, Taxable Exchange or Other Taxable Disposition of common stock and Warrants”
below.
The withholding tax does not apply to dividends paid to a Non-U.S. holder who provides a Form W-8ECI,
certifying that the dividends are effectively connected with the Non-U.S. holder’s conduct of a trade or business
within the United States. Instead, the effectively connected dividends will be subject to regular U.S. income tax
as if the Non-U.S. holder were a U.S. holder, subject to an applicable income tax treaty providing otherwise. A
non-U.S. corporation receiving effectively connected dividends may also be subject to an additional “branch
profits tax” imposed at a rate of 30% (or a lower treaty rate).
Exercise of a Warrant
The U.S. federal income tax treatment of a Non-U.S. holder’s exercise of a warrant, or the lapse of a
warrant held by a Non-U.S. holder, generally will correspond to the U.S. federal income tax treatment of the
exercise or lapse of a warrant by a U.S. holder, as described under “U.S. holders — Exercise or Lapse of a
Warrant” above, although to the extent a cashless exercise results in a taxable exchange, the consequences
would be similar to those described below in “Non-US. Holders — Gain on Sale, Taxable Exchange or Other
Taxable Disposition of common stock and Warrants.”
115

Table of Contents
Gain on Sale, Taxable Exchange or Other Taxable Disposition of common stock and Warrants
A Non-U.S. holder generally will not be subject to U.S. federal income or withholding tax in respect of
gain recognized on a sale, taxable exchange or other taxable disposition of our common stock, unless:
•

the gain is effectively connected with the conduct of a trade or business by the Non-U.S. holder
within the United States (and, under certain income tax treaties, is attributable to a United States
permanent establishment or fixed base maintained by the Non-U.S. holder); or

•

we are or have been a “U.S. real property holding corporation” for U.S. federal income tax purposes
at any time during the shorter of the five-year period ending on the date of disposition or the period
that the Non-U.S. holder held our common stock, and, in the case where shares of our common
stock are regularly traded on an established securities market, the Non-U.S. holder has owned,
directly or constructively, more than 5% of our common stock at any time within the shorter of the
five-year period preceding the disposition or such Non-U.S. holder’s holding period for the shares
of our common stock. There can be no assurance that our common stock will be treated as regularly
traded on an established securities market for this purpose.

We believe that we are not, and do not anticipate becoming, a U.S. real property holding corporation;
however, there can be no assurance that we will not become a U.S. real property holding corporation in the
future.
Unless an applicable treaty provides otherwise, gain described in the first bullet point above will be
subject to tax at generally applicable U.S. federal income tax rates as if the Non-U.S. holder were a U.S.
resident. Any gains described in the first bullet point above of a Non-U.S. holder that is a foreign corporation
may also be subject to an additional “branch profits tax” at a 30% rate (or lower treaty rate).
If the second bullet point above applies to a Non-U.S. holder, gain recognized by such holder on the sale,
exchange or other disposition of our common stock or warrants will be subject to tax at generally applicable
U.S. federal income tax rates.
Possible Constructive Distributions
The terms of each warrant provide for an adjustment to the number of shares of common stock for which
the warrant may be exercised or to the exercise price of the warrant in certain events, as discussed in the section
of this prospectus captioned “Description of Securities — Warrants.” An adjustment which has the effect of
preventing dilution is generally not a taxable event. Nevertheless, a Non-U.S. holder of warrants would be
treated as receiving a constructive distribution from us if, for example, the adjustment increases the holder’s
proportionate interest in our assets or earnings and profits (e.g., through an increase in the number of shares of
common stock that would be obtained upon exercise) as a result of a distribution of cash or other property, such
as other securities, to the holders of shares of our common stock which is taxable to such holders as a
distribution. Any constructive distribution received by a Non-U.S. holder would be subject to U.S. federal
income tax (including any applicable withholding) in the same manner as if such Non-U.S. holder received a
cash distribution from us equal to the fair market value of such increased interest without any corresponding
receipt of cash. Any resulting withholding tax may be withheld from future cash distributions.
Information Reporting and Backup Withholding
Information returns will be filed with the IRS in connection with payments of dividends and the proceeds
from a sale or other disposition of our shares of common stock and warrants. A Non-U.S. holder may have to
comply with certification procedures to establish that it is not a United States person in order to avoid
information reporting and backup withholding requirements. The certification procedures required to claim a
reduced rate of withholding under a treaty will satisfy the certification requirements necessary to avoid the
backup withholding as well. The amount of any backup withholding from a payment to a Non-U.S. holder will
be allowed as a credit against such holder’s U.S. federal income tax liability and may entitle such holder to a
refund, provided that the required information is timely furnished to the IRS.
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FATCA Withholding Taxes
Under sections 1471 through 1474 of the Code, provisions commonly referred to as “FATCA,” payments
to a foreign financial institution (whether such institution is a beneficial owner or intermediary) of dividends,
whenever paid, or, subject to proposed Treasury Regulations discussed below, the gross proceeds from the sale
or other taxable disposition (including retirement or redemption) of a note, may be subject to withholding at a
rate of 30%. Such withholding will not apply if such foreign financial institution (x)(1) enters into an agreement
with the U.S. government to withhold on certain payments and to collect and provide to the IRS substantial
information regarding U.S. account holders of such institution (which include certain equity and debt holders of
such institution, as well as certain account holders that are foreign entities with U.S. owners) or (2) resides in a
jurisdiction with which the United States has entered into an intergovernmental agreement to implement FATCA
and (y) provides the applicable withholding agent with a certification that such foreign financial institution is
eligible to receive the applicable payment free of FATCA withholding. These provisions also generally impose a
U.S. federal withholding tax of 30% on dividends (including deemed dividends in the case of warrants), or,
subject to proposed Treasury Regulations discussed below, gross proceeds from the sale or other taxable
disposition (including retirement or redemption) of common stock to a non-financial foreign entity (whether
such entity is a beneficial owner or intermediary), unless such entity provides the withholding agent (i) with a
certification that such entity does not have any “substantial United States owners” or (ii) with certain
information regarding the entity’s “substantial United States owners,” which may in turn be provided to the IRS.
A foreign financial institution or non-financial foreign entity generally may meet the certification requirements
and establish an exemption from withholding under FATCA by providing a properly executed IRS Form W8BEN, IRS Form W-8BEN-E or IRS Form W-8ECI, as applicable. Under certain circumstances, a holder may
be eligible for refunds or credits of such taxes from the IRS. An intergovernmental agreement between the
United States and an applicable foreign country may modify the requirements described in this section.
While withholding under FATCA would have applied also to payments of gross proceeds from the sale or
other taxable disposition (including retirement or redemption) of securities, proposed Treasury Regulations
eliminate FATCA withholding on payments of gross proceeds entirely. Taxpayers generally may rely on these
proposed Treasury Regulations until final Treasury Regulations are issued.
Prospective investors should consult their tax advisors regarding the possible implications of FATCA on
their ownership and disposition of our stock and warrants.
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PLAN OF DISTRIBUTION
This prospectus relates to the issuance by us of up to 7,745,000 shares of our Class A common stock
consisting of (i) 212,500 shares of our Class A common stock issuable upon the exercise of the private
placement warrants originally issued to IAC Sponsor and Cantor pursuant to a private placement by IAC, and
(ii) up to 7,532,500 shares of our Class A common stock issuable upon the exercise of public warrants originally
issued by IAC. We will receive the proceeds from any exercise of any warrants for cash.
This prospectus also relates to the offer and sale from time to time by the Selling Securityholders named
herein of (i) 5,663,338 shares of Class A common stock originally issued to IAC Sponsor and the Other IAC
Initial Stockholders as Class B common stock in connection with the initial public offering of IAC and
converted to Class A common stock upon the consummation of the Merger, (ii) 425,000 shares of Class A
common stock originally issued to IAC Sponsor and Cantor pursuant to a private placement by IAC, (iii)
212,500 private placement warrants originally issued to IAC Sponsor and Cantor pursuant to a private
placement by IAC, and (iv) 18,900,000 shares of Class A common stock purchased by the PIPE Investors. We
will not receive any proceeds from the sale of shares of Class A common stock by the Selling Securityholders
pursuant to this prospectus.
The Selling Securityholders will pay any underwriting discounts and commissions and expenses incurred
by the Selling Securityholders for brokerage, accounting, tax or legal services or any other expenses incurred by
the Selling Securityholders in disposing of the securities. We will bear all other costs, fees and expenses
incurred in effecting the registration of the securities covered by this prospectus, including, without limitation,
all registration and filing fees, Nasdaq listing fees and fees and expenses of our counsel and our independent
registered public accountants.
The securities beneficially owned by the Selling Securityholders covered by this prospectus may be
offered and sold from time to time by the Selling Securityholders. The term “Selling Securityholders” includes
donees, pledgees, transferees or other successors in interest selling securities received after the date of this
prospectus from a Selling Securityholder as a gift, pledge, partnership distribution or other transfer. The Selling
Securityholders will act independently of us in making decisions with respect to the timing, manner and size of
each sale. Such sales may be made on one or more exchanges or in the over-the-counter market or otherwise, at
prices and under terms then prevailing or at prices related to the then-current market price or in negotiated
transactions. Each Selling Securityholder reserves the right to accept and, together with its respective agents, to
reject, any proposed purchase of securities to be made directly or through agents. The Selling Securityholders
and any of their permitted transferees may sell their securities offered by this prospectus on any stock exchange,
market or trading facility on which the securities are traded or in private transactions. If underwriters are used in
the sale, such underwriters will acquire the shares for their own account. These sales may be at a fixed price or
varying prices, which may be changed, or at market prices prevailing at the time of sale, at prices relating to
prevailing market prices or at negotiated prices. The securities may be offered to the public through
underwriting syndicates represented by managing underwriters or by underwriters without a syndicate. The
obligations of the underwriters to purchase the securities will be subject to certain conditions. The underwriters
will be obligated to purchase all the securities offered if any of the securities are purchased.
Subject to the limitations set forth in any applicable registration rights agreement, the Selling
Securityholders may use any one or more of the following methods when selling the securities offered by this
prospectus:
•

purchases by a broker-dealer as principal and resale by such broker-dealer for its own account
pursuant to this prospectus;

•

ordinary brokerage transactions and transactions in which the broker solicits purchasers;

•

block trades in which the broker-dealer so engaged will attempt to sell the securities as agent but
may position and resell a portion of the block as principal to facilitate the transaction;

•

an over-the-counter distribution in accordance with the rules of The Nasdaq Stock Market;

•

through trading plans entered into by a Selling Securityholder pursuant to Rule 10b5-1 under the
Exchange Act that are in place at the time of an offering pursuant to this prospectus and any
applicable prospectus supplement hereto that provide for periodic sales of their securities on the
basis of parameters described in such trading plans;
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•

through one or more underwritten offerings on a firm commitment or best efforts basis;

•

settlement of short sales entered into after the date of this prospectus;

•

agreements with broker-dealers to sell a specified number of the securities at a stipulated price per
share or warrant;

•

distribution to employees, members, limited partners or stockholders of the Selling Securityholder;

•

in “at the market” offerings, as defined in Rule 415 under the Securities Act, at negotiated prices, at
prices prevailing at the time of sale or at prices related to such prevailing market prices, including
sales made directly on a national securities exchange or sales made through a market maker other
than on an exchange or other similar offerings through sales agents;

•

directly to purchasers, including through a specific bidding, auction or other process or in privately
negotiated transactions;

•

through the writing or settlement of options or other hedging transactions, whether through an
options exchange or otherwise;

•

through a combination of any of the above methods of sale; or

•

any other method permitted pursuant to applicable law.

In addition, a Selling Securityholder that is an entity may elect to make a pro rata in-kind distribution of
securities to its members, partners or stockholders pursuant to the registration statement of which this
prospectus is a part by delivering this prospectus. Such members, partners or stockholders would thereby
receive freely tradeable securities pursuant to the distribution through a registration statement. To the extent a
distributee is an affiliate of ours (or to the extent otherwise required by law), we may file a prospectus
supplement in order to permit the distributees to use the prospectus to resell the securities acquired in the
distribution.
There can be no assurance that the Selling Securityholders will sell all or any of the securities offered by
this prospectus. In addition, the Selling Securityholders may also sell securities under Rule 144 under the
Securities Act, if available, or in other transactions exempt from registration, rather than under this prospectus.
The Selling Securityholders have the sole and absolute discretion not to accept any purchase offer or make any
sale of securities if they deem the purchase price to be unsatisfactory at any particular time.
The Selling Securityholders also may transfer the securities in other circumstances, in which case the
transferees, pledgees or other successors-in-interest will be the selling beneficial owners for purposes of this
prospectus. Upon being notified by a Selling Securityholder that a donee, pledgee, transferee, other successorin-interest intends to sell our securities, we will, to the extent required, promptly file a supplement to this
prospectus to name specifically such person as a Selling Securityholder.
With respect to a particular offering of the securities held by the Selling Securityholders, to the extent
required, an accompanying prospectus supplement or, if appropriate, a post-effective amendment to the
registration statement of which this prospectus is part, will be prepared and will set forth the following
information:
•

the specific securities to be offered and sold;

•

the names of the Selling Securityholders;

•

the respective purchase prices and public offering prices, the proceeds to be received from the sale,
if any, and other material terms of the offering;

•

settlement of short sales entered into after the date of this prospectus;

•

the names of any participating agents, broker-dealers or underwriters; and

•

any applicable commissions, discounts, concessions and other items constituting compensation from
the Selling Securityholders.
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In connection with distributions of the securities or otherwise, the Selling Securityholders may enter into
hedging transactions with broker-dealers or other financial institutions. In connection with such transactions,
broker-dealers or other financial institutions may engage in short sales of the securities in the course of hedging
the positions they assume with Selling Securityholders. The Selling Securityholders may also sell the securities
short and redeliver the securities to close out such short positions. The Selling Securityholders may also enter
into option or other transactions with broker-dealers or other financial institutions which require the delivery to
such broker-dealer or other financial institution of securities offered by this prospectus, which securities such
broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented or amended
to reflect such transaction). The Selling Securityholders may also pledge securities to a broker-dealer or other
financial institution, and, upon a default, such broker-dealer or other financial institution, may effect sales of the
pledged securities pursuant to this prospectus (as supplemented or amended to reflect such transaction).
In order to facilitate the offering of the securities, any underwriters or agents, as the case may be, involved
in the offering of such securities may engage in transactions that stabilize, maintain or otherwise affect the price
of our securities. Specifically, the underwriters or agents, as the case may be, may overallot in connection with
the offering, creating a short position in our securities for their own account. In addition, to cover
overallotments or to stabilize the price of our securities, the underwriters or agents, as the case may be, may bid
for, and purchase, such securities in the open market. Finally, in any offering of securities through a syndicate of
underwriters, the underwriting syndicate may reclaim selling concessions allotted to an underwriter or a brokerdealer for distributing such securities in the offering if the syndicate repurchases previously distributed
securities in transactions to cover syndicate short positions, in stabilization transactions or otherwise. Any of
these activities may stabilize or maintain the market price of the securities above independent market levels.
The underwriters or agents, as the case may be, are not required to engage in these activities, and may end any
of these activities at any time.
The Selling Securityholders may solicit offers to purchase the securities directly from, and it may sell
such securities directly to, institutional investors or others. In this case, no underwriters or agents would be
involved. The terms of any of those sales, including the terms of any bidding or auction process, if utilized, will
be described in the applicable prospectus supplement, if required.
It is possible that one or more underwriters may make a market in our securities, but such underwriters
will not be obligated to do so and may discontinue any market making at any time without notice. We cannot
give any assurance as to the liquidity of the trading market for our securities. Our shares of Class A common
stock and warrants are currently listed on Nasdaq under the symbols “SFT” and “SFTTW”, respectively. The
Selling Securityholders may authorize underwriters, broker-dealers or agents to solicit offers by certain
purchasers to purchase the securities at the public offering price set forth in the prospectus supplement pursuant
to delayed delivery contracts providing for payment and delivery on a specified date in the future. The contracts
will be subject only to those conditions set forth in the prospectus supplement, and the prospectus supplement
will set forth any commissions we or the Selling Securityholders pay for solicitation of these contracts.
A Selling Securityholder may enter into derivative transactions with third parties, or sell securities not
covered by this prospectus to third parties in privately negotiated transactions. If the applicable prospectus
supplement indicates, in connection with those derivatives, the third parties may sell securities covered by this
prospectus and the applicable prospectus supplement, including in short sale transactions. If so, the third party
may use securities pledged by any Selling Securityholder or borrowed from any Selling Securityholder or others
to settle those sales or to close out any related open borrowings of stock, and may use securities received from
any Selling Securityholder in settlement of those derivatives to close out any related open borrowings of stock.
The third party in such sale transactions will be an underwriter and will be identified in the applicable
prospectus supplement (or a post-effective amendment). In addition, any Selling Securityholder may otherwise
loan or pledge securities to a financial institution or other third party that in turn may sell the securities short
using this prospectus. Such financial institution or other third party may transfer its economic short position to
investors in our securities or in connection with a concurrent offering of other securities. In effecting sales,
broker-dealers or agents engaged by the Selling Securityholders may arrange for other broker-dealers to
participate. Broker-dealers or agents may receive commissions, discounts or concessions from the Selling
Securityholders in amounts to be negotiated immediately prior to the sale.
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In compliance with the guidelines of the Financial Industry Regulatory Authority (“FINRA”), the
aggregate maximum discount, commission, fees or other items constituting underwriting compensation to be
received by any FINRA member or independent broker-dealer will not exceed 8% of the gross proceeds of any
offering pursuant to this prospectus and any applicable prospectus supplement.
If at the time of any offering made under this prospectus a member of FINRA participating in the offering
has a “conflict of interest” as defined in FINRA Rule 5121 (“Rule 5121”), that offering will be conducted in
accordance with the relevant provisions of Rule 5121.
To our knowledge, there are currently no plans, arrangements or understandings between the Selling
Securityholders and any broker-dealer or agent regarding the sale of the securities by the Selling
Securityholders. Upon our notification by a Selling Securityholder that any material arrangement has been
entered into with an underwriter or broker-dealer for the sale of securities through a block trade, special
offering, exchange distribution, secondary distribution or a purchase by an underwriter or broker-dealer, we will
file, if required by applicable law or regulation, a supplement to this prospectus pursuant to Rule 424(b) under
the Securities Act disclosing certain material information relating to such underwriter or broker-dealer and such
offering.
Underwriters, broker-dealers or agents may facilitate the marketing of an offering online directly or
through one of their affiliates. In those cases, prospective investors may view offering terms and a prospectus
online and, depending upon the particular underwriter, broker-dealer or agent, place orders online or through
their financial advisors.
In offering the securities covered by this prospectus, the Selling Securityholders and any underwriters,
broker-dealers or agents who execute sales for the Selling Securityholders may be deemed to be “underwriters”
within the meaning of the Securities Act in connection with such sales. Any discounts, commissions,
concessions or profit they earn on any resale of those securities may be underwriting discounts and
commissions under the Securities Act.
The underwriters, broker-dealers and agents may engage in transactions with us or the Selling
Securityholders, or perform services for us or the Selling Securityholders, in the ordinary course of business.
In order to comply with the securities laws of certain states, if applicable, the securities must be sold in
such jurisdictions only through registered or licensed brokers or dealers. In addition, in certain states the
securities may not be sold unless they have been registered or qualified for sale in the applicable state or an
exemption from the registration or qualification requirement is available and is complied with.
The Selling Securityholders and any other persons participating in the sale or distribution of the securities
will be subject to applicable provisions of the Securities Act and the Exchange Act, and the rules and
regulations thereunder, including, without limitation, Regulation M. These provisions may restrict certain
activities of, and limit the timing of purchases and sales of any of the securities by, the Selling Securityholders
or any other person, which limitations may affect the marketability of the shares of the securities.
We will make copies of this prospectus available to the Selling Securityholders for the purpose of
satisfying the prospectus delivery requirements of the Securities Act. The Selling Securityholders may
indemnify any agent, broker-dealer or underwriter that participates in transactions involving the sale of the
securities against certain liabilities, including liabilities arising under the Securities Act.
We have agreed to indemnify the Selling Securityholders against certain liabilities, including certain
liabilities under the Securities Act, the Exchange Act or other federal or state law. Agents, broker-dealers and
underwriters may be entitled to indemnification by us and the Selling Securityholders against certain civil
liabilities, including liabilities under the Securities Act, or to contribution with respect to payments which the
agents, broker-dealers or underwriters may be required to make in respect thereof.
A holder of a private placement warrant may exercise its warrant in accordance with the Warrant
Agreement on or before the expiration date set forth therein by surrendering, at the office of the warrant agent,
Continental Stock Transfer & Trust Company, the certificate evidencing such warrant, with the form of election
to purchase set forth thereon, properly completed and duly executed, accompanied by full payment of the
exercise price and any and all applicable taxes due in connection with the exercise of the warrant, subject to any
applicable provisions relating to cashless exercises in accordance with the Warrant Agreement.
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DESCRIPTION OF SECURITIES
Authorized and Outstanding Stock
Our charter authorizes the issuance of 501,000,000 shares, consisting of 500,000,000 shares of Class A
common stock, $0.0001 par value per share, and 1,000,000 shares of preferred stock, $0.0001 par value per
share.
As of the date of this Prospectus, there were 82,106,969 shares of our Class A common stock outstanding.
Common Stock
Holders of common stock are entitled to one vote for each share held on all matters to be voted on by
stockholders. There is no cumulative voting with respect to the election of directors, with the result that the
holders of more than 50% of the shares voted for the election of directors can elect all of the directors. Our
stockholders are entitled to receive ratable dividends when, as and if declared by the board of directors out of
funds legally available therefor.
Holders of our common stock have no preemptive or other subscription rights and there are no sinking
fund or redemption provisions applicable to our common stock. If we liquidate, dissolve or wind up after our
initial business combination, our stockholders are entitled to share ratably in all assets remaining available for
distribution to them after payment of liabilities and after provision is made for each class of stock, if any, having
preference over the common stock.
Preferred Stock
Our charter provides that shares of preferred stock may be issued from time to time in one or more series.
Our board of directors will be authorized to fix the voting rights, if any, designations, powers, preferences, the
relative, participating, optional or other special rights and any qualifications, limitations and restrictions,
applicable to the shares of each series.
Warrants
Public Warrants
As of the date of this Prospectus, there were 7,532,494 public warrants outstanding. Each warrant entitles
the registered holder to purchase one share of our Class A common stock at a price of $11.50 per share, subject
to adjustment as discussed below, at any time commencing November 12, 2020. The warrants will expire
October 12, 2025, at 5:00 p.m., New York time or earlier upon redemption or liquidation.
We will not be obligated to deliver any shares of Class A common stock pursuant to the exercise for cash
of a warrant and will have no obligation to settle such warrant exercise unless a registration statement under the
Securities Act with respect to the shares of Class A common stock underlying the warrants is then effective and
a prospectus relating thereto is current, subject to our satisfying our obligations described below with respect to
registration. No warrant will be exercisable and we will not be obligated to issue shares of Class A common
stock upon exercise of a warrant unless Class A common stock issuable upon such warrant exercise has been
registered, qualified or deemed to be exempt from the registration or qualifications requirements of the
securities laws of the state of residence of the registered holder of the warrants. Notwithstanding the foregoing,
if a registration statement covering the shares of Class A common stock issuable upon exercise of the public
warrants has not been declared effective by January 5, 2021, warrant holders may, until such time as there is an
effective registration statement and during any period when we shall have failed to maintain an effective
registration statement, exercise warrants on a cashless basis pursuant to the exemption provided by Section 3(a)
(9) of the Securities Act.
We have agreed that, as soon as practicable, but in no event later than November 3, 2020, we will use our
reasonable best efforts to file with the SEC, and by January 5, 2021 have declared effective, a registration
statement for the registration, under the Securities Act, of the shares of common stock issuable upon exercise of
the warrants, and to maintain a current prospectus relating to those shares of common stock until the warrants
expire or are redeemed, as specified in the warrant agreement.
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If a registration statement covering the shares of common stock issuable upon exercise of the public
warrants has not been declared effective by January 5, 2021, warrant holders may, until such time as there is an
effective registration statement and during any period when we shall have failed to maintain an effective
registration statement, exercise warrants on a cashless basis pursuant to the exemption provided by Section 3(a)
(9) of the Securities Act or another exemption. Notwithstanding the above, if our common stock is at the time of
any exercise of a warrant not listed on a national securities exchange such that it satisfies the definition of a
“covered security” under Section 18(b)(1) of the Securities Act, we may, at our option, require holders of public
warrants who exercise their warrants to do so on a “cashless basis” in accordance with Section 3(a)(9) of the
Securities Act and, in the event we so elect, we will not be required to file or maintain in effect a registration
statement, and in the event we do not so elect, we will use our best efforts to register or qualify the shares under
applicable blue sky laws to the extent an exemption is not available.
Once the warrants become exercisable, we may call the warrants for redemption:
•

in whole and not in part;

•

at a price of $0.01 per warrant;

•

upon not less than 30 days’ prior written notice of redemption (the “30-day redemption period”) to
each warrant holder; and

•

if, and only if, the reported last sale price of the common stock (or the closing bid price of our
common stock in the event shares of our common stock are not traded on any specific day) equals
or exceeds $18.00 per share (as adjusted for stock splits, stock dividends, reorganizations and the
like) for any 20 trading days within a 30 trading-day period ending on the third business day prior to
the date on which we send proper notice of such redemption to the warrant holders.

If and when the warrants become redeemable by us, we may exercise our redemption right even if we are
unable to register or qualify the underlying securities for sale under all applicable state securities laws.
We have established the last of the redemption criterion discussed above to prevent a redemption call
unless there is at the time of the call a significant premium to the warrant exercise price. If the foregoing
conditions are satisfied and we issue a notice of redemption of the warrants, each warrant holder will be entitled
to exercise his, her or its warrant prior to the scheduled redemption date. However, the price of the common
stock may fall below the $18.00 redemption trigger price (as adjusted for stock splits, stock dividends,
reorganizations, recapitalizations and the like) as well as the $11.50 (for whole shares) warrant exercise price
after the redemption notice is issued.
If we call the warrants for redemption as described above, our management will have the option to require
any holder that wishes to exercise its warrant to do so on a “cashless basis.” In determining whether to require
all holders to exercise their warrants on a “cashless basis,” our management will consider, among other factors,
our cash position, the number of warrants that are outstanding and the dilutive effect on our stockholders of
issuing the maximum number of shares of common stock issuable upon the exercise of our warrants. If our
management takes advantage of this option, all holders of warrants would pay the exercise price by surrendering
their warrants for that number of shares of common stock equal to the quotient obtained by dividing (x) the
product of the number of shares of common stock underlying the warrants, multiplied by the difference between
the exercise price of the warrants and the “fair market value” (defined below) by (y) the fair market value. The
“fair market value” shall mean the average reported last sale price of the common stock for the 10 trading days
ending on the third trading day prior to the date on which the notice of redemption is sent to the holders of
warrants. If our management takes advantage of this option, the notice of redemption will contain the
information necessary to calculate the number of shares of common stock to be received upon exercise of the
warrants, including the “fair market value” in such case. Requiring a cashless exercise in this manner will
reduce the number of shares to be issued and thereby lessen the dilutive effect of a warrant redemption. We
believe this feature is an attractive option to us if we do not need the cash from the exercise of the warrants after
our initial business combination. If we call our warrants for redemption and our management does not take
advantage of this option, IAC Sponsor and its permitted transferees would still be entitled to exercise their
placement warrants for cash or on a cashless basis using the same formula described above that other warrant
holders would have been required to use had all warrant holders been required to exercise their warrants on a
cashless basis, as described in more detail below.
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A holder of a warrant may notify us in writing if it elects to be subject to a requirement that such holder
will not have the right to exercise such warrant, to the extent that after giving effect to such exercise, such
person (together with such person’s affiliates), to the warrant agent’s actual knowledge, would beneficially own
in excess of 4.9% or 9.8% (or such other amount as a holder may specify) of the shares of common stock
outstanding immediately after giving effect to such exercise.
If the number of outstanding shares of common stock is increased by a stock dividend payable in shares of
common stock, or by a split-up of shares of common stock or other similar event, then, on the effective date of
such stock dividend, split-up or similar event, the number of shares of common stock issuable on exercise of
each warrant will be increased in proportion to such increase in the outstanding shares of common stock. A
rights offering to holders of common stock entitling holders to purchase shares of common stock at a price less
than the fair market value will be deemed a stock dividend of a number of shares of common stock equal to the
product of (i) the number of shares of common stock actually sold in such rights offering (or issuable under any
other equity securities sold in such rights offering that are convertible into or exercisable for common stock)
multiplied by (ii) one (1) minus the quotient of (x) the price per share of common stock paid in such rights
offering divided by (y) the fair market value. For these purposes (i) if the rights offering is for securities
convertible into or exercisable for common stock, in determining the price payable for common stock, there will
be taken into account any consideration received for such rights, as well as any additional amount payable upon
exercise or conversion and (ii) fair market value means the volume weighted average price of common stock as
reported during the ten (10) trading day period ending on the trading day prior to the first date on which the
shares of common stock trade on the applicable exchange or in the applicable market, regular way, without the
right to receive such rights.
In addition, if we, at any time while the warrants are outstanding and unexpired, pay a dividend or make a
distribution in cash, securities or other assets to the holders of common stock on account of such shares of
common stock (or other shares of our capital stock into which the warrants are convertible), other than (a) as
described above, (b) by certain ordinary cash dividends, (c) to satisfy the redemption rights of the holders of
common stock in connection with a proposed initial business combination, (d) to satisfy the redemption rights
of the holders of common stock in connection with a stockholder vote to amend our amended and restated
certificate of incorporation (i) to modify the substance or timing of our obligation to redeem 100% of our
common stock if we do not complete our initial business combination within 18 months from the closing of the
IPO or (ii) with respect to any other provision relating to stockholders’ rights or pre-initial business combination
activity, or (e) in connection with the redemption of our public shares upon our failure to consummate our initial
business combination, then the warrant exercise price will be decreased, effective immediately after the
effective date of such event, by the amount of cash and/or the fair market value of any securities or other assets
paid on each share of common stock in respect of such event.
If the number of outstanding shares of our common stock is decreased by a consolidation, combination,
reverse stock split or reclassification of shares of common stock or other similar event, then, on the effective
date of such consolidation, combination, reverse stock split, reclassification or similar event, the number of
shares of common stock issuable on exercise of each warrant will be decreased in proportion to such decrease in
outstanding shares of common stock.
Whenever the number of shares of common stock purchasable upon the exercise of the warrants is
adjusted, as described above, the warrant exercise price will be adjusted by multiplying the warrant exercise
price immediately prior to such adjustment by a fraction (x) the numerator of which will be the number of
shares of common stock purchasable upon the exercise of the warrants immediately prior to such adjustment,
and (y) the denominator of which will be the number of shares of common stock so issuable immediately
thereafter.
In case of any reclassification or reorganization of the outstanding shares of common stock (other than
those described above or that solely affects the par value of such shares of common stock), or in the case of any
merger or consolidation of us with or into another corporation (other than a consolidation or merger in which we
are the continuing corporation and that does not result in any reclassification or reorganization of our
outstanding shares of common stock), or in the case of any sale or conveyance to another corporation or entity
of the assets or other property of us as an entirety or substantially as an entirety in connection with which we are
dissolved, the holders of the warrants will thereafter have the right to purchase and receive, upon the basis and
upon the terms and conditions specified in the warrants and in lieu of the shares of our common stock
immediately theretofore purchasable and receivable upon the exercise of the rights represented thereby, the kind
and amount of shares of stock or other
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securities or property (including cash) receivable upon such event, that the holder of the warrants would have
received if such holder had exercised his, her or its warrants immediately before the event. If less than 70% of
the consideration receivable by the holders of common stock in such a transaction is payable in the form of
common stock in the successor entity that is listed for trading on a national securities exchange or is quoted in
an established over-the-counter market, or is to be so listed for trading or quoted immediately following such
event, and if the registered holder of the warrant properly exercises the warrant within thirty (30) days following
public disclosure of such transaction, the warrant exercise price will be reduced as specified in the warrant
agreement based on the Black-Scholes value (as defined in the warrant agreement) of the warrant.
In addition, if we issue additional shares of common stock or equity-linked securities for capital raising
purposes in connection with the closing of our initial business combination at a newly issued price of less than
$9.20 per share of common stock (with such issue price or effective issue price to be determined in good faith
by our board of directors, and in the case of any such issuance to our initial stockholders or their respective
affiliates, without taking into account any founder shares held by them, as applicable, prior to such issuance),
the exercise price of the warrants will be adjusted (to the nearest cent) to be equal to 115% of the newly issued
price.
The warrants may be exercised upon surrender of the warrant certificate on or prior to the expiration date
at the offices of the warrant agent, with the exercise form on the reverse side of the warrant certificate
completed and executed as indicated, accompanied by full payment of the exercise price (or on a cashless basis,
if applicable), by certified or official bank check payable to us, for the number of warrants being exercised. The
warrant holders do not have the rights or privileges of holders of common stock and any voting rights until they
exercise their warrants and receive shares of common stock. After the issuance of shares of common stock upon
exercise of the warrants, each holder will be entitled to one vote for each share held of record on all matters to
be voted on by stockholders.
Warrants may be exercised only for a whole number of shares of common stock. No fractional shares will
be issued upon exercise of the warrants. If, upon exercise of the warrants, a holder would be entitled to receive a
fractional interest in a share, we will, upon exercise, round down to the nearest whole number of shares of
common stock to be issued to the warrant holder.
Placement Warrants
IAC Sponsor and Cantor hold an aggregate of 212,500 placement warrants. The placement and loan
warrants are identical to the public warrants, except that, if held by IAC Sponsor, Cantor or their permitted
assigns, they (a) may be exercised for cash or on a cashless basis; (b) are not subject to being called for
redemption and (c) they (including the common stock issuable upon exercise of these warrants) may not, subject
to certain limited exceptions, be transferred, assigned or sold by the holders until November 12, 2020. In
addition, for as long as the placement warrants are held by Cantor or its designees or affiliates, they may not be
exercised after March 19, 2024.
Dividends
We have not paid any cash dividends on our common stock to date. The payment of cash dividends in the
future will depend upon our revenues and earnings, if any, capital requirements and general financial condition.
The payment of any cash dividends will be within the discretion of our board of directors at such time. Our
flooring line of credit with U.S. Bank contains certain restrictive covenants that may limit the Company’s ability
to make distributions.
Rule 144
Pursuant to Rule 144, a person who has beneficially owned restricted shares of our common stock or
warrants for at least six months would be entitled to sell their securities provided that (i) such person is not
deemed to have been one of our affiliates at the time of, or at any time during the three months preceding, a sale
and (ii) we are subject to the Exchange Act periodic reporting requirements for at least three months before the
sale and have filed all required reports under Section 13 or 15(d) of the Exchange Act during the 12 months (or
such shorter period as we were required to file reports) preceding the sale.
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Persons who have beneficially owned restricted shares of our common stock or warrants for at least six
months but who are our affiliates at the time of, or at any time during the three months preceding, a sale, would
be subject to additional restrictions, by which such person would be entitled to sell within any three-month
period only a number of securities that does not exceed the greater of:
•

1% of the total number of shares of common stock then outstanding; or

•

the average weekly reported trading volume of the common stock during the four calendar weeks
preceding the filing of a notice on Form 144 with respect to the sale.

Sales by our affiliates under Rule 144 are also limited by manner of sale provisions and notice
requirements and to the availability of current public information about us.
Restrictions on the Use of Rule 144 by Shell Companies or Former Shell Companies
Rule 144 is not available for the resale of securities initially issued by shell companies (other than
business combination related shell companies) or issuers that have been at any time previously a shell company.
However, Rule 144 also includes an important exception to this prohibition if the following conditions are met:
•

the issuer of the securities that was formerly a shell company has ceased to be a shell company;

•

the issuer of the securities is subject to the reporting requirements of Section 13 or 15(d) of the
Exchange Act;

•

the issuer of the securities has filed all Exchange Act reports and material required to be filed, as
applicable, during the preceding 12 months (or such shorter period that the issuer was required to
file such reports and materials), other than Form 8-K reports; and

•

at least one year has elapsed from the time that the issuer filed current Form 10 type information
with the SEC reflecting its status as an entity that is not a shell company.

As of the date of this prospectus, there are 82,106,969 shares of Class A common stock issued and
outstanding. Of these shares, the 15,065,000 shares of Class A common stock sold in our IPO are freely tradable
without restriction or further registration under the Securities Act, except for any shares purchased by one of our
affiliates within the meaning of Rule 144 under the Securities Act. In addition, 42,053,631 shares of Class A
common stock were issued and registered as consideration in the Merger, 6,000,218 shares of which are held in
escrow pursuant to the terms of the Merger Agreement. All of the 5,663,338 founder shares, 425,000 placement
shares and 212,500 placement warrants are restricted securities under Rule 144 because they were issued in
private transactions not involving a public offering.
As of the date of this prospectus, there are 7,744,994 warrants to purchase our common stock outstanding,
consisting of 7,532,494 public warrants originally sold as part of units in our IPO and 212,500 placement
warrants in the private placement. We have agreed to use best efforts to file a registration statement with respect
to the common stock issuable upon exercise of the public warrants. See “— Registration Rights” below for
additional information.
On October 13, 2020, we entered into the Sponsor Letter Agreement pursuant to which, for so long as
Sponsor, Cohen & Company, LLC, or any of their respective affiliates (as such term is defined in Rule 405 of
the Securities Act) continues to hold any shares of the Company’s capital stock held by Sponsor, the Sponsor
will have the right to designate an individual to attend and observe the Company’s board meetings.
Registration Rights
Holders of our founder shares and placement units (including the underlying securities) and any warrants
that may be issued upon conversion of working capital loans made to us by Sponsor, have been granted
registration rights in connection with our IPO as described under “Certain Relationships and Related
Transactions — Company Related Person Transactions.” On October 13, 2020, we entered into the Amended
and Restated Registration Rights Agreement with Sponsor, Cantor, and certain initial stockholders, which will
replace the existing registration rights agreement.
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We have agreed to use best efforts to file a registration statement with respect to the common stock
issuable upon exercise of the warrants included in our IPO units within 20 business days of the Closing, and to
cause the registration statement to become effective within 60 business days of the Closing, to maintain a
current prospectus relating to those shares of common stock until the earlier of the date the public warrants
expire or are redeemed and, the date on which all of the public warrants have been exercised.
Our Transfer Agent and Warrant Agent
The transfer agent for our common stock and warrant agent for our warrants is Continental Stock
Transfer & Trust Company. We have agreed to indemnify Continental Stock Transfer & Trust Company in its
roles as transfer agent and warrant agent, its agents and each of its stockholders, directors, officers and
employees against all claims and losses that may arise out of acts performed or omitted for its activities in that
capacity, except for any liability due to any gross negligence or intentional misconduct of the indemnified
person or entity.
Quotation of Securities
Our Class A common stock and warrants are quoted on The Nasdaq Capital Market under the symbols
“SFT” and “SFTTW,” respectively.
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LEGAL MATTERS
The validity of the shares of common stock offered pursuant to this prospectus will be passed upon by
Jenner & Block LLP, Chicago, IL.
EXPERTS
The audited financial statements of IAC included in this prospectus and elsewhere in the registration
statement have been so included in reliance upon the report of Grant Thornton LLP, independent registered
public accountants, upon the authority of said firm as experts in accounting and auditing.
Our consolidated financial statements as of December 31, 2019 and 2018 and for each of the three years
in the period ended December 31, 2019 included elsewhere in this prospectus have been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their report appearing herein and
elsewhere in the prospectus (which report expresses an unqualified opinion on the consolidated financial
statements and includes an explanatory paragraph referring to our ability to continue as a going concern and an
explanatory paragraph related to a change in accounting principle). Such financial statements have been so
included in reliance upon the report of such firm given upon their authority as experts in accounting and
auditing.
TRANSFER AGENT AND REGISTRAR
The transfer agent for our securities is Continental Stock Transfer & Trust Company.
WHERE YOU CAN FIND MORE INFORMATION
We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to
the shares of common stock being offered by this prospectus. This prospectus does not contain all of the
information included in the registration statement. For further information pertaining to us and our common
stock you should refer to the registration statement and its exhibits. Statements contained in this prospectus
concerning any of our contracts, agreements or other documents are not necessarily complete. If a contract or
document has been filed as an exhibit to the registration statement, we refer you to the copy of the contract or
document that has been filed. Each statement in this prospectus relating to a contract or document filed as an
exhibit is qualified in all respects by the filed exhibit.
We are subject to the informational requirements of the Exchange Act and file annual, quarterly and
current reports and other information with the SEC. Our filings with the SEC are available to the public on the
SEC’s website at http://www.sec.gov. Those filings are also available to the public on, or accessible through, our
website on the “Investor Relations” page at www.shift.com. The information we file with the SEC or contained
on or accessible through our corporate website or any other website that we may maintain is not part of this
prospectus or the registration statement of which this prospectus is a part. You may inspect a copy of the
registration statement through the SEC’s website, as provided herein.
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INSURANCE ACQUISITION CORP.
CONDENSED CONSOLIDATED BALANCE SHEETS
September 30,
2020

December 31,
2019

(unaudited)

ASSETS
Current assets
Cash

$

Prepaid expenses and other current assets

128,961

$

36,461

Prepaid income taxes
Total Current Assets
Deferred financing cost
Cash and marketable securities held in Trust Account
Total Assets

406,724
73,934

72,829

—

238,251

480,658

250,000

—

152,966,309

153,238,186

$ 153,454,560

$

153,718,844

$

$

214,787

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued expenses
Income taxes payable
Convertible promissory note – related party

2,623,570
—

497,388

650,000

—

Total Current Liabilities

3,273.570

712,175

Deferred underwriting fee payable

6,419,000

6,419,000

Total Liabilities

9,692,570

7,131,175

138,761,984

141,587,667

—

—

183

163

Commitments
Common stock subject to possible redemption, 13,663,591 and 13,856,560
shares at redemption value as of September 30, 2020 and December 31,
2019, respectively
Stockholders’ Equity
Preferred stock, $0.0001 par value; 1,000,000 shares authorized, none
issued and outstanding
Class A common stock, $0.0001 par value; 50,000,000 shares authorized;
1,826,409 and 1,633,440 shares issued and outstanding (excluding
13,663,591 and 13,856,560 shares subject to possible redemption) as of
September 30, 2020 and December 31, 2019, respectively
Class B common stock, $0.0001 par value; 10,000,000 shares authorized;
5,163,333 shares issued and outstanding as of September 30, 2020 and
December 31, 2019, respectively
Additional paid-in capital
(Accumulated deficit)/Retained earnings
Total Stockholders’ Equity

516

516

6,500,833

3,675,170

(1,501,526)

1,324,153

5,000,006

Total Liabilities and Stockholders’ Equity

$ 153,454,560

5,000,002
$

153,718,844

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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INSURANCE ACQUISITION CORP.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months Ended
September 30,
2020

Operating expenses

$

Loss from operations

2019

$

(1,691,465)

Other income:
Interest earned on marketable securities
held in Trust Account

0.00

$

5,588,333
$

(0.30) $

0.05

1,896,661
1,375,237

(119,783)

15,065,000
$

5,588,333
(0.03) $

521,424
(521,424)

709,373

530,022

15,065,000

$

(2,705,896)

(187,580)

12,461

2019

(3,415,269)

717,602

(1,675,145)

$

$ 3,415,269

938,940

(1,687,606)

Benefit (provision) for income taxes

221,338

2020

(221,338)

3,859

(Loss) income before income taxes
Net (loss) income
Weighted average shares outstanding of
Class A redeemable common stock
Basic and diluted net income per share,
Class A
Weighted average shares outstanding of
Class A and Class B non-redeemable
common stock
Basic and diluted net loss per share,
Class A and Class B

1,691,465

Nine Months Ended
September 30,

(369,668)

(2,825,679)

1,005,569

15,065,000

15,065,000

0.03

$

5,588,333
(0.59) $

0.09

5,462,872
(0.07)

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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INSURANCE ACQUISITION CORP.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(Unaudited)
THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2020
Class A
Common Stock
Shares

Balance – January 1, 2020
Change in value of common stock
subject to possible redemption

Balance – March 31, 2020
Change in value of common stock
subject to possible redemption

Amount

5,163,333 $

3

Additional
Paid-in
Capital

516 $ 3,675,170

—

—

Total
Stockholders’
Equity

Retained
Earnings

$ 1,324,153

(191,019)

$ 5,000,002

—

(191,016)

—

—

—

—

—

191,018

191,018

1,656,476

166

5,163,333

516

3,484,151

1,515,171

5,000,004

125,277

12

—

—

1,341,542

—

1,341,554

—

—

—

—

—

1,781,753

178

5,163,333

516

4,825,693

44,656

5

—

—

1,675,140

—

—

—

—

—

(1,675,145)

516 $ 6,500,833

$ (1,501,526)

Net loss
Balance – September 30, 2020

Shares

163

23,036

Net loss
Balance – June 30, 2020
Change in value of common stock
subject to possible redemption

Amount

1,633,440 $

Net income

Class B
Common Stock

1,826,409 $

183

5,163,333 $

(1,341,552)

(1,341,552)

173,619

5,000,006

—

1,675,145
(1,675,145)
$ 5,000,006

THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2019
Class A
Common Stock
Shares

Balance – January 1, 2019
—
Sale of 15,065,000 Units, net of
underwriting discount and
offering expenses
15,065,000
Sale of 425,000 Placement
Units
425,000
Common stock
subject to possible
redemption
(14,015,901)
Net loss
Balance – March 31, 2019
Change in value of common
stock
subject to possible
redemption
Net income
Balance – June 30, 2019
Change in value of common
stock
subject to possible
redemption
Net income
Balance – September 30, 2019

Class B
Common Stock

Amount

$

—

Shares

Amount

5,163,333 $

516 $

Additional
Paid in
Capital

24,484

(Accumulated
Deficit)
Retained
Earnings

$

(1,669)

Total
Stockholders’
Equity

$

23,331

1,507

—

—

140,987,009

—

140,988,516

42

—

—

4,249,958

—

4,250,000

—

—

(1,402)

(140,257,210)

—

—

—

—

—

—

(3,233)

1,474,099

147

5,163,333

516

5,004,241

(4,902)

56,139

6

—

—

(478,784)

(140,258,612)
(3,233)
5,000,002

—

(478,778)

—

—

—

—

—

478,780

478,780

1,530,238

153

5,163,333

516

4,525,457

473,878

5,000,004

54,093

5

—

—

—

—

—

—

1,584,331

$

158

5,163,333 $

516 $

(530,024)

—

—

530,022

3,995,433

$ 1,003,900

(530,019)
530,022
$

5,000,007

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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INSURANCE ACQUISITION CORP.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Nine Months Ended
September 30,
2020

2019

Cash Flows from Operating Activities:
Net (loss) income
Adjustments to reconcile net (loss) income to net cash used in operating
activities:

$ (2,825,679) $

1,005,569

(709,373)

(1,896,661)

(35,356)

(118,157)

Interest earned on marketable securities held in Trust Account
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Accounts payable and accrued expenses

2,158,783

Income taxes payable

170,148

(497,388)

Net cash used in operating activities

366,068

(1,909,013)

(473,033)

Cash Flows from Investing Activities:
Investment of cash in Trust Account

—

Cash withdrawn from Trust Account to pay franchise and income taxes

(150,650,000)

981,250

Net cash provided by (used in) investing activities

3,600
(150,646,400)

981,250

Cash Flows from Financing Activities:
Proceeds from sale of Units, net of underwriting discounts paid

—

148,030,000

Proceeds from sale of Placement Units

—

4,250,000

Advance from related party

—

64,231

Repayment of advances from related party

—

(65,535)

Proceeds from convertible promissory note – related party

650,000

—

Proceeds from promissory note – related party

—

200,000

Repayment of promissory note – related party

—

(200,000)

Payment of offering costs

—

(622,484)

Net cash provided by financing activities

650,000

Net Change in Cash
Cash – Beginning of period
Cash – End of period

151,656,212

(277,763)

536,779

406,724

25,000

$

128,961

$

561,779

$

690,000

$

3,600

Initial classification of common stock subject to possible redemption

$

—

Change in value of common stock subject to possible redemption

$ (2,825,683) $

1,006,849

Deferred underwriting fee payable

$

6,419,000

Supplemental cash flow information
Cash paid for income taxes
Non-Cash investing and financing activities:

—

$ 140,260,560
$

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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INSURANCE ACQUISITION CORP.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 1. DESCRIPTION OF ORGANIZATION AND BUSINESS OPERATIONS
Shift Technologies, Inc., formerly known as Insurance Acquisition Corp. (the “Company”), is a former
blank check company incorporated in Delaware on March 13, 2018. The Company was formed for the purpose
of effecting a merger, capital stock exchange, asset acquisition, stock purchase, reorganization or other similar
business transaction with one or more operating businesses or assets.
Business Combination
On October 13, 2020 (the “Closing Date”), the Company consummated the previously announced
transactions contemplated by the Agreement and Plan of Merger (the “Merger Agreement”), dated as of June
29, 2020, by and among the Company, IAC Merger Sub, Inc., a wholly-owned subsidiary of the Company
(“Merger Sub”), and Shift Technologies, Inc., a Delaware corporation (“Shift”), as amended by that certain First
Amendment to Agreement and Plan of Merger, dated as of August 19, 2020. The Merger Agreement provided
for the acquisition of Shift by the Company pursuant to the merger of Merger Sub with and into Shift (the
“Merger”), with Shift continuing as the surviving entity. The transactions contemplated by the Merger
Agreement are referred to herein as the “Business Combination.” In connection with the closing of the Merger
(the “Closing”), the registrant changed its name from Insurance Acquisition Corp. to Shift Technologies, Inc.
The aggregate consideration paid in the Business Combination consisted of (i) 38,000,000 shares of the
Company’s common stock (the “Closing Date Merger Consideration”) and (ii) 6,000,000 shares of the
Company’s common stock, which were deposited into an escrow account at Closing and will be released or
returned pursuant to certain conditions (the “Additional Shares”).
Immediately following the Business Combination, there were 82,106,969 shares of the Company’s
common stock outstanding, warrants to purchase 7,745,000 shares of the Company’s common stock and
2,370,206 options to purchase shares of the Company’s common stock.
In connection with the Business Combination, pursuant to subscription agreements dated June 29, 2020
(the “PIPE Subscription Agreements”) by and between the Company and the investors party thereto (the “PIPE
Investors”), with respect to a private placement of Class A common stock, the Company issued and sold to the
PIPE Investors 18,900,000 shares of Class A common stock at a price per share of $10.00 (the “PIPE
Investment”). The PIPE Investment was conditioned on the substantially concurrent closing of the Business
Combination and other customary closing conditions. The proceeds from the PIPE Investment will be used,
among other things, for general corporate purposes, which may include, but not be limited to, working capital
for operations, repayment of indebtedness, capital expenditures and future acquisitions.
Business Prior to the Business Combination
Prior to the Business Combination, the Company’s only subsidiary was IAC Merger Sub, Inc.
All activity through September 30, 2020 relates to the Company’s formation, its initial public offering (the
“Initial Public Offering”), which is described below, identifying a target company for a Business Combination
and consummating the acquisition of Shift.
The registration statement for the Company’s Initial Public Offering was declared effective on March 19,
2019. On March 22, 2019, the Company consummated the Initial Public Offering of 15,065,000 units (the
“Units” and, with respect to the shares of Class A common stock included in the Units sold, the “Public
Shares”), which includes the full exercise by the underwriters of their over-allotment option in the amount of
1,965,000 Units, at $10.00 per Unit, generating gross proceeds of $150,650,000, which is described in Note 3.
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INSURANCE ACQUISITION CORP.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 1. DESCRIPTION OF ORGANIZATION AND BUSINESS OPERATIONS (cont.)
Simultaneously with the closing of the Initial Public Offering, the Company consummated the sale of
425,000 units (the “Placement Units”) at a price of $10.00 per Placement Unit in a private placement to the
Company’s sponsor, Insurance Acquisition Sponsor, LLC (together with Dioptra Advisors, LLC, the “Sponsor”)
and Cantor Fitzgerald & Co. (“Cantor”), generating gross proceeds of $4,250,000, which is described in Note 4.
Following the closing of the Initial Public Offering on March 22, 2019, an amount of $150,650,000
($10.00 per Unit) from the net proceeds of the sale of the Units in the Initial Public Offering and the sale of the
Placement Units was placed in a trust account (“Trust Account”), which will be invested in U.S. government
securities, within the meaning set forth in Section 2(a)(16) of the Investment Company Act of 1940, as amended
(the “Investment Company Act”), with a maturity of 180 days or less or in any open-ended investment company
that holds itself out as a money market fund meeting the conditions of Rule 2a-7 of the Investment Company
Act, as determined by the Company, until the earlier of: (i) the consummation of a Business Combination;
(ii) the redemption of any Public Shares in connection with a stockholder vote to amend the Company’s
Amended and Restated Certificate of Incorporation to modify the substance or timing of the Company’s
obligation to redeem 100% of its Public Shares if it does not complete an initial Business Combination by
September 22, 2020 (the “Combination Period”); or (iii) the distribution of the Trust Account.
Transaction costs amounted to $9,661,484, consisting of $2,620,000 of underwriting fees, $6,419,000 of
deferred underwriting fees and $622,484 of other offering costs.
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of America (“GAAP”) for
interim financial information and in accordance with the instructions to Form 10-Q and Article 8 of Regulation
S-X promulgated by the SEC. Certain information or footnote disclosures normally included in financial
statements prepared in accordance with GAAP have been condensed or omitted, pursuant to the rules and
regulations of the SEC for interim financial reporting. Accordingly, they do not include all the information and
footnotes necessary for a complete presentation of financial position, results of operations, or cash flows. In the
opinion of management, the accompanying unaudited condensed consolidated financial statements include all
adjustments, consisting of a normal recurring nature, which are necessary for a fair presentation of the financial
position, operating results and cash flows for the periods presented.
The accompanying unaudited condensed consolidated financial statements should be read in conjunction
with the Company’s Annual Report on Form 10-K for the year ended December 31, 2019 as filed with the SEC
on March 25, 2020, which contains the audited financial statements and notes thereto. The financial information
as of December 31, 2019 is derived from the audited financial statements presented in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2019. The interim results for the three and nine months
ended September 30, 2020 are not necessarily indicative of the results to be expected for the year ending
December 31, 2020 or for any future interim periods.
Principles of Consolidation
The accompanying condensed consolidated financial statements include the accounts of the Company and
its wholly owned subsidiaries. All significant intercompany balances and transactions have been eliminated in
consolidation.
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INSURANCE ACQUISITION CORP.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Emerging Growth Company
The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933,
as amended (the “Securities Act”), as modified by the Jumpstart Our Business Startups Act of 2012 (the “JOBS
Act”), and it may take advantage of certain exemptions from various reporting requirements that are applicable
to other public companies that are not emerging growth companies including, but not limited to, not being
required to comply with the independent registered public accounting firm attestation requirements of
Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in its
periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory
vote on executive compensation and stockholder approval of any golden parachute payments not previously
approved.
Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to
comply with new or revised financial accounting standards until private companies (that is, those that have not
had a Securities Act registration statement declared effective or do not have a class of securities registered under
the Exchange Act) are required to comply with the new or revised financial accounting standards. The JOBS
Act provides that a company can elect to opt out of the extended transition period and comply with the
requirements that apply to non-emerging growth companies but any such election to opt out is irrevocable. The
Company has elected not to opt out of such extended transition period which means that when a standard is
issued or revised and it has different application dates for public or private companies, the Company, as an
emerging growth company, can adopt the new or revised standard at the time private companies adopt the new
or revised standard. This may make comparison of the Company’s financial statements with another public
company which is neither an emerging growth company nor an emerging growth company which has opted out
of using the extended transition period difficult or impossible because of the potential differences in accounting
standards used.
Use of Estimates
The preparation of condensed consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period.
Making estimates requires management to exercise significant judgment. It is at least reasonably possible
that the estimate of the effect of a condition, situation or set of circumstances that existed at the date of the
financial statements, which management considered in formulating its estimate, could change in the near term
due to one or more future events. Accordingly, the actual results could differ significantly from those estimates.
Cash and Cash Equivalents
The Company considers all short-term investments with an original maturity of three months or less when
purchased to be cash equivalents. The Company did not have any cash equivalents as of September 30, 2020
and December 31, 2019.
Common Stock Subject to Possible Redemption
The Company accounts for its common stock subject to possible redemption in accordance with the
guidance in Accounting Standards Codification (“ASC”) Topic 480 “Distinguishing Liabilities from Equity.”
Common stock subject to mandatory redemption is classified as a liability instrument and is measured at fair
value. Conditionally redeemable common stock (including common stock that feature redemption rights that is
either within the control of the holder or subject to redemption upon the occurrence of uncertain events not
solely within the Company’s control) is classified as temporary equity. At all other times, common stock is
classified as stockholders’ equity.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
The Company’s common stock features certain redemption rights that are considered to be outside of the
Company’s control and subject to occurrence of uncertain future events. Accordingly, common stock subject to
possible redemption is presented as temporary equity, outside of the stockholders’ equity section of the
Company’s condensed consolidated balance sheets.
Offering Costs
Offering costs consist of legal, accounting, underwriting fees and other costs incurred through the balance
sheet date that are directly related to the Initial Public Offering. Offering costs amounting to $9,661,484 were
charged to stockholders’ equity upon the completion of the Initial Public Offering.
Income Taxes
The Company complies with the accounting and reporting requirements of ASC Topic 740 “Income
Taxes,” which requires an asset and liability approach to financial accounting and reporting for income taxes.
Deferred income tax assets and liabilities are computed for differences between the financial statement and tax
bases of assets and liabilities that will result in future taxable or deductible amounts, based on enacted tax laws
and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be realized.
ASC Topic 740 prescribes a recognition threshold and a measurement attribute for the financial statement
recognition and measurement of tax positions taken or expected to be taken in a tax return. For those benefits to
be recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing
authorities. The Company recognizes accrued interest and penalties related to unrecognized tax benefits as
income tax expense. There were no unrecognized tax benefits and no amounts accrued for interest and penalties
as of September 30, 2020 and December 31, 2019. The Company is currently not aware of any issues under
review that could result in significant payments, accruals or material deviation from its position.
The Company may be subject to potential examination by federal, state and city taxing authorities in the
areas of income taxes. These potential examinations may include questioning the timing and amount of
deductions, the nexus of income among various tax jurisdictions and compliance with federal, state and city tax
laws. The Company’s management does not expect that the total amount of unrecognized tax benefits will
materially change over the next twelve months. The Company is subject to income tax examinations by major
taxing authorities since inception.
Net Income (Loss) Per Common Share
Net income (loss) per common share is computed by dividing net income (loss) by the weighted average
number of common shares outstanding for the period. The Company has not considered the effect of warrants
sold in the Initial Public Offering and private placement to purchase 7,745,000 shares of Class A common stock
in the calculation of diluted income (loss) per share, since the exercise of the warrants are contingent upon the
occurrence of future events and the inclusion of such warrants would be anti-dilutive.
The Company’s statement of operations includes a presentation of income (loss) per share for common
shares subject to possible redemption in a manner similar to the two-class method of income per share. Net
income (loss) per common share, basic and diluted for Class A redeemable common stock is calculated by
dividing the interest income earned on the Trust Account, net of applicable franchise and income taxes, by the
weighted average number of Class A redeemable common stock outstanding since original issuance. Net
income (loss) per common share, basic and diluted for Class A and Class B non-redeemable common stock is
calculated by dividing the net income (loss), less income attributable to Class A redeemable common stock, by
the weighted average number of
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Class A and Class B non-redeemable common stock outstanding for the period. Class A and Class B nonredeemable common stock includes the Founder Shares and the Placement Units as these shares do not have any
redemption features and do not participate in the income earned on the Trust Account.
Concentration of Credit Risk
Financial instruments that potentially subject the Company to concentration of credit risk consist of a cash
account in a financial institution which, at times may exceed the Federal depository insurance coverage of
$250,000. At September 30, 2020 and December 31, 2019, the Company had not experienced losses on this
account.
Fair Value of Financial Instruments
The fair value of the Company’s assets and liabilities, which qualify as financial instruments under ASC
Topic 820, “Fair Value Measurement,” approximates the carrying amounts represented in the accompanying
condensed consolidated balance sheets, primarily due to their short-term nature.
Recently Issued Accounting Standards
Management does not believe that any recently issued, but not yet effective, accounting standards, if
currently adopted, would have a material effect on our condensed consolidated financial statements.
NOTE 3. INITIAL PUBLIC OFFERING
On March 22, 2019, pursuant to the Initial Public Offering, the Company sold 15,065,000 Units at a
purchase price of $10.00 per Unit, which includes the full exercise by the underwriters of their over-allotment
option in the amount of 1,965,000 Units at $10.00 per Unit. Each Unit consists of one share of Class A common
stock and one-half of one warrant (“Public Warrant”). Each whole Public Warrant entitles the holder to purchase
one share of Class A common stock at an exercise price of $11.50 (see Note 7).
NOTE 4. PRIVATE PLACEMENT
Simultaneously with the closing of the Initial Public Offering, Insurance Acquisition Sponsor, LLC and
Cantor purchased an aggregate of 425,000 Placement Units at a price of $10.00 per Placement Unit, for an
aggregate purchase price of $4,250,000. Insurance Acquisition Sponsor, LLC purchased 375,000 Placement
Units and Cantor purchased 50,000 Placement Units. Each Placement Unit consists of one share of Class A
common stock and one-half of one warrant (the “Placement Warrant”). Each whole Placement Warrant is
exercisable for one share of Class A common stock at a price of $11.50 per share. The proceeds from the
Placement Units were added to the proceeds from the Initial Public Offering held in the Trust Account.
NOTE 5. RELATED PARTY TRANSACTIONS
Founder Shares
In March 2018, the Company issued an aggregate of 1,000 shares of common stock to Insurance
Acquisition Sponsor, LLC (the “Founder Shares”) for an aggregate purchase price of $25,000.
On December 26, 2018, the Company filed an amendment to its Certificate of Incorporation to, among
other things, create two classes of common stock, Class A and Class B, and to convert the outstanding Founder
Shares into shares of Class B common stock. The Founder Shares will automatically convert into shares of
Class A common stock upon consummation of a Business Combination on a one-for-one basis, subject to
certain adjustments, as
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 5. RELATED PARTY TRANSACTIONS (cont.)
described in Note 7. On December 26, 2018, the Company effectuated a 3,697.5-for-1 forward stock split of its
common stock. On January 30, 2019, the Company effected a stock dividend of 1.3860717 share per share of
Class B common stock for each share of Class B common stock outstanding prior to the dividend and on March
19, 2019, the Company effected a stock dividend of 1.00747961 share per share of Class B common stock for
each share of Class B common stock outstanding prior to the dividend, resulting in an aggregate of 5,163,333
shares of Class B common stock held by Insurance Acquisition Sponsor, LLC and the directors of the Company.
All share and per-share amounts have been retroactively restated to reflect the stock dividend on the Founder
Shares. The 5,163,333 Founder Shares included an aggregate of up to 655,000 shares of Class B common stock
which were subject to forfeiture by the Sponsor to the extent that the underwriters’ overallotment option was not
exercised in full or in part, so that the Founder Shares would represent 25% of the Company’s aggregate
Founder Shares, Placement Shares and issued and outstanding Public Shares after the Initial Public Offering. As
a result of the underwriters’ election to fully exercise their over-allotment option, 655,000 Founder Shares are
no longer subject to forfeiture.
The Founder Shares automatically converted into common stock upon the consummation of the Business
Combination on a one-for-one basis.
The Insiders have agreed not to transfer, assign or sell any of their Founder Shares (except to permitted
transferees) until (i) with respect to 20% of such shares, upon consummation of the Company’s initial Business
Combination, (ii) with respect to 20% of such shares, when the closing price of the Class A common stock
exceeds $12.00 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination, (iii) with respect to 20% of such shares, when the closing price of the Class A common
stock exceeds $13.50 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination, (iv) with respect to 20% of such shares, when the closing price of the Class A common
stock exceeds $15.00 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination and (v) with respect to 20% of such shares, when the closing price of the Class A
common stock exceeds $17.00 for any 20 trading days within a 30-trading day period following the
consummation of a Business Combination or earlier, in any case, if, following a Business Combination, (vi) the
Company completes a liquidation, merger, capital stock exchange, reorganization or other similar transaction
that results in all of the public stockholders having the right to exchange their shares of common stock for cash,
securities or other property.
Advance from Related Party
An affiliate of the Sponsor advanced the Company an aggregate of $65,535 to be used for the payment of
costs related to the Initial Public Offering. The advances were non-interest bearing, unsecured and due on
demand. The Company repaid the $65,535 of outstanding advances upon the consummation of the Initial Public
Offering on March 22, 2019.
Promissory Note — Related Party
The Company issued a $500,000 promissory note (the “Promissory Note”) to an affiliate of the Sponsor,
pursuant to which the Company borrowed an aggregate principal amount of $200,000. The Promissory Note
was non-interest bearing and payable on the earlier of September 30, 2019 or the completion of the Initial
Public Offering. The Promissory Note was repaid upon the consummation of the Initial Public Offering on
March 22, 2019.
Administrative Services Agreement
The Company entered into an agreement, commencing on March 19, 2019 through the earlier of the
Company’s consummation of a Business Combination and its liquidation, to pay an affiliate of the Sponsor
$10,000 per month for office space, utilities, secretarial support and administrative services. For the three
months ended
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NOTE 5. RELATED PARTY TRANSACTIONS (cont.)
September 30, 2020 and 2019, the Company incurred and paid $30,000 in fees for these services. For the nine
months ended September 30, 2020 and 2019, the Company incurred and paid $90,000 and 65,000 in fees for
these services, respectively. The Company ceased paying these monthly fees upon the Closing.
Consulting Arrangements
In January 2019, the Company entered into consulting arrangements with three individuals affiliated with
Cohen & Company, LLC for advisory services to be provided to the Company. These arrangements provide for
aggregate monthly fees of approximately $23,000. For the three and nine months ended September 30, 2020,
the Company incurred $54,167 and $191,667, respectively, in such fees. For the three and nine months ended
September 30, 2019, the Company incurred $61,875 and $185,625, respectively, in such fees. At September 30,
2020 and December 31, 2019, $12,917 and $5,208 are included in accounts payable and accrued expenses in the
accompanying condensed consolidated balance sheets, respectively.
Related Party Loans
In order to finance transaction costs in connection with a Business Combination, the Sponsor or one of its
affiliates has committed to loan the Company funds as may be required up to a maximum of $750,000
(“Working Capital Loans”), which will be repaid only upon the consummation of a Business Combination. The
Sponsor or one of its affiliates may also elect, in its discretion, to make Working Capital Loans in excess of
$750,000. If the Company does not consummate a Business Combination, the Company may use a portion of
any funds held outside the Trust Account to repay the Working Capital Loans; however, no proceeds from the
Trust Account may be used for such repayment. If such funds are insufficient to repay the Working Capital
Loans, the unpaid amounts would be forgiven. Up to $1,500,000 of the Working Capital Loans may be
converted into warrants at a price of $1.00 per warrant at the option of the holder. The warrants would be
identical to the Placement Warrants.
On May 21, 2020, the Company issued a $750,000 unsecured promissory note (the “Note”) to Cohen &
Company, LLC. The Note is non-interest bearing and payable upon the consummation of a Business
Combination. Up to $750,000 of such loans may be convertible into warrants at a price of $1.00 per warrant.
The warrants would be identical to the Placement Warrants. As of September 30, 2020, there was $650,000
outstanding under the Note.
NOTE 6. COMMITMENTS AND CONTINGENCIES
Risks and Uncertainties
Management continues to evaluate the impact of the COVID-19 pandemic and has concluded that while it
is reasonably possible that the virus could have a negative effect on the Company’s financial position, results of
its operations and/or search for a target company, the specific impact is not readily determinable as of the date
of these financial statements. The financial statements do not include any adjustments that might result from the
outcome of this uncertainty.
Registration Rights
Pursuant to a registration rights agreement entered into on March 19, 2019, holders of the Founder Shares,
Placement Units (including securities contained therein) and the warrants that may be issued upon conversion of
the Working Capital Loans (and any shares of Class A common stock issuable upon the exercise of the
Placement Warrants or the warrants issued upon conversion of the Working Capital Loans) are entitled to
registration rights requiring the Company to register such securities for resale (in the case of the Founder
Shares, only after conversion to Class A common stock). The holders of these securities will be entitled to make
up to three demands, excluding short form demands, that the Company register such securities for sale under the
Securities Act. In addition, the holders will
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NOTE 6. COMMITMENTS AND CONTINGENCIES (cont.)
have “piggy-back” registration rights to include such securities in other registration statements filed by the
Company and rights to require the Company to register for resale such securities pursuant to Rule 415 under the
Securities Act. However, the registration rights agreement provides that the Company will not permit any
registration statement filed under the Securities Act to become effective until termination of the applicable lockup period. Notwithstanding the foregoing, Cantor may not exercise its demand and “piggyback” registration
rights after five (5) and seven (7) years after the effective date of the registration statement related to the Initial
Public Offering and may not exercise its demand rights on more than one occasion. The Company will bear the
expenses incurred in connection with the filing of any such registration statements.
Underwriting Agreement
The underwriters were paid a cash underwriting discount of 2.0% of the gross proceeds of the Initial
Public Offering, or $2,620,000. In addition, the underwriters’ were entitled to a deferred fee of $6,419,000. The
deferred fee was paid in cash upon the closing of the Merger from the amounts held in the Trust Account,
subject to the terms of the underwriting agreement.
Advisory and Consulting Agreements
On June 10, 2020, the Company entered into an agreement with a service provider, pursuant to which the
service provider will serve as the placement agent for the Company in connection with a proposed private
placement (the “Transaction”) of the Company’s equity or equity-linked securities (the “Securities”). The
Company agreed to pay the service provider a cash fee equal to 4% of the gross proceeds of the total Securities
sold in the Transaction less than or equal to $100 million and 5% of the gross proceeds of the total Securities
sold in the Transaction greater than $100 million. The fee will not be payable in the event the Company does
not consummate the Transaction. As of September 30, 2020, no amounts were incurred under this agreement.
On June 10, 2020, the Company entered into an agreement with the same service provider, pursuant to
which the service provider will provide the Company with capital markets advisory services for a potential
Business Combination. The Company agreed to pay the service provider (i) all reasonable travel and other
expense incurred in performing its services and (ii) any expenses relating to due diligence. As of September 30,
2020, no amounts were incurred under this agreement.
On June 11, 2020, the Company entered into a transactional support agreement with a service provider,
pursuant to which the service provider agreed to render certain financial advisory and investment banking
services in connection with the Company’s potential Business Combination. The Company agreed to pay the
service provider a fee of $1,600,000 if the Company consummates a Business Combination. In the event a
Business Combination is consummated, the Company, at its sole discretion, may pay a discretionary fee of up to
$400,000 to the service provider. The fee will not be payable in the event the Company does not consummate a
Business Combination. As of September 30, 2020, no amounts were incurred under this agreement.
On June 22, 2020, the Company entered into a consulting agreement with a service provider, pursuant to
which the service provider will provide the Company with financial advisory support for a potential Business
Combination. The Company agreed to pay the service provider a fee of $25,000 per month, for total fees of
$75,000. In addition, the Company agreed to pay the service provider a minimum fee of $600,000 and up to a
maximum fee of $1,200,000, if the Company consummates a Business Combination. The fee will not be
payable in the event the Company does not consummate a Business Combination. As of September 30, 2020,
there were $75,000 incurred under this agreement.
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NOTE 7. STOCKHOLDERS’ EQUITY
Preferred Stock — The Company is authorized to issue 1,000,000 shares of preferred stock with a par
value of $0.0001 per share with such designation, rights and preferences as may be determined from time to
time by the Company’s Board of Directors. At September 30, 2020 and December 31, 2019, there were no
shares of preferred stock issued or outstanding.
Class A Common Stock — As of September 30, 2020, the Company was authorized to issue 50,000,000
shares of Class A common stock with a par value of $0.0001 per share. Holders of Class A common stock are
entitled to one vote for each share. At September 30, 2020 and December 31, 2019, there were 1,826,409 and
1,633,440 shares of Class A common stock issued and outstanding, excluding 13,663,591 and 13,856,560
shares of Class A common stock subject to possible redemption, respectively.
Class B Common Stock — As of September 30, 2020, the Company is authorized to issue 10,000,000
shares of Class B common stock with a par value of $0.0001 per share. Holders of the Company’s Class B
common stock are entitled to one vote for each common share. At September 30, 2020 and December 31, 2019,
there were 5,163,333 shares of Class B common stock issued and outstanding. Each outstanding share of
Class B common stock was automatically converted into one share of Class A common stock immediately prior
to the consummation of the Merger, and following the conversion, the authorized shares of Class B common
stock were reduced to zero.
Holders of Class B common stock were entitled to vote on the election of directors prior to the
consummation of a Business Combination.
Warrants — Public Warrants may only be exercised for a whole number of shares. No fractional shares
will be issued upon exercise of the Public Warrants. The Public Warrants will become exercisable on November
12, 2020. The Public Warrants will expire five years after the completion of a Business Combination or earlier
upon redemption or liquidation.
The Company will not be obligated to deliver any shares of Class A common stock pursuant to the
exercise for cash of a warrant and will have no obligation to settle such warrant exercise unless a registration
statement under the Securities Act with respect to the shares of Class A common stock underlying the warrants
is then effective and a prospectus relating thereto is current, subject to the Company satisfying its obligations
with respect to registration. No warrant will be exercisable and the Company will not be obligated to issue
shares of Class A common stock upon exercise of a warrant unless Class A common stock issuable upon such
warrant exercise has been registered, qualified or deemed to be exempt from the registration or qualifications
requirements of the securities laws of the state of residence of the registered holder of the warrants.
Notwithstanding the foregoing, if a registration statement covering the shares of Class A common stock issuable
upon exercise of the Public Warrants has not been declared effective by the end of 60 business days following
the closing of a Business Combination, warrant holders may, until such time as there is an effective registration
statement and during any period when the Company shall have failed to maintain an effective registration
statement, exercise warrants on a cashless basis pursuant to the exemption provided by Section 3(a)(9) of the
Securities Act.
The Company has agreed that as soon as practicable, but in no event later than 15 business days after the
closing of a Business Combination, the Company will use its reasonable best efforts to file with the SEC, and
within 60 business days following a Business Combination to have declared effective, a registration statement
covering the issuance of the shares of Class A common stock issuable upon exercise of the warrants and to
maintain a current prospectus relating to those shares of Class A common stock until the warrants expire or are
redeemed, as specified in the warrant agreement. The Company will use its reasonable best efforts to maintain
the effectiveness of such registration statement, and a current prospectus relating thereto, until the expiration of
the warrants in accordance with the provisions of the warrant agreement. Notwithstanding the above, if the
Class A common stock is at the
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NOTE 7. STOCKHOLDERS’ EQUITY (cont.)
time of any exercise of a warrant not listed on a national securities exchange such that it satisfies the definition
of a “covered security” under Section 18(b)(1) of the Securities Act, the Company may, at its option, require
holders of Public Warrants who exercise their warrants to do so on a “cashless basis” in accordance with
Section 3(a)(9) of the Securities Act and, in the event the Company so elects, the Company will not be required
to file or maintain in effect a registration statement, but will be required to use its best efforts to register or
qualify the shares under applicable blue sky laws to the extent an exemption is not available.
Once the warrants become exercisable, the Company may redeem the Public Warrants:
•

in whole and not in part;

•

at a price of $0.01 per warrant;

•

upon not less than 30 days’ prior written notice of redemption to each warrant holder;

•

if, and only if, the reported last sale price of the Company’s Class A common stock equals or
exceeds $18.00 per share for any 20 trading days within a 30-trading day period ending three
trading days before the Company sends the notice of redemption to each warrant holder; and

•

If, and only if, there is a current registration statement in effect with respect to the shares of
common stock underlying such warrants at the time of redemption and for the entire 30-day trading
period referred to above and continuing each day thereafter until the date of redemption.

If the Company calls the Public Warrants for redemption for cash, management will have the option to
require all holders that wish to exercise the Public Warrants to do so on a “cashless basis,” as described in the
warrant agreement. The exercise price and number of shares of Class A common stock issuable upon exercise of
the warrants may be adjusted in certain circumstances including in the event of a stock dividend, or
recapitalization, reorganization, merger or consolidation. Additionally, in no event will the Company be
required to net cash settle the warrants.
If the Company issues additional shares of common stock or equity-linked securities for capital raising
purposes in connection with the closing of a Business Combination at an issue price or effective issue price of
less than $9.20 per share of common stock (with such issue price or effective issue price to be determined in
good faith by the Company’s board of directors, and in the case of any such issuance to its initial stockholders
or their respective affiliates, without taking into account any Founder Shares held by them, as applicable, prior
to such issuance), the exercise price of the Public Warrants will be adjusted (to the nearest cent) to be equal to
115% of the newly issued price.
If the Company is unable to complete a Business Combination within the Combination Period and the
Company liquidates the funds held in the Trust Account, holders of warrants will not receive any of such funds
with respect to their warrants, nor will they receive any distribution from the Company’s assets held outside of
the Trust Account with respect to such warrants. Accordingly, the warrants may expire worthless.
The Placement Warrants are identical to the Public Warrants underlying the Units sold in the Initial Public
Offering, except that the Placement Warrants and the Class A common stock issuable upon the exercise of the
Placement Warrants will not be transferable, assignable or saleable until 30 days after the completion of a
Business Combination, subject to certain limited exceptions. Additionally, the Placement Warrants will be nonredeemable so long as they are held by the Sponsor or its permitted transferees. If the Placement Warrants are
held by someone other than the Sponsor, Cantor or their permitted transferees, the Placement Warrants will be
redeemable by the Company and exercisable by such holders on the same basis as the Public Warrants.
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NOTE 8. FAIR VALUE MEASUREMENTS
At September 30, 2020 assets held in the Trust Account were comprised of $152,966,309 in money
market funds which are invested in U.S. Treasury securities.
The following table presents information about the Company’s assets that are measured at fair value on a
recurring basis at September 30, 2020 and indicates the fair value hierarchy of the valuation inputs the
Company utilized to determine such fair value:
Description

September 30,
2020

Level

Assets:
Marketable securities held in Trust Account – U.S. Treasury Securities
Money Market Fund

1

$

152,966,309

The Company classifies its U. S. Treasury and equivalent securities as held-to-maturity in accordance
with ASC 320 “Investments — Debt and Equity Securities.” Held-to-maturity securities are those securities
which the Company has the ability and intent to hold until maturity. Held-to-maturity treasury securities are
recorded at amortized cost on the accompanying balance sheets and adjusted for the amortization or accretion of
premiums or discounts.
At December 31, 2019, assets held in the Trust Account were comprised of $188,884 in cash and
$153,049,302 in U.S. Treasury securities.
The gross holding losses and fair value of held-to-maturity securities at December 31, 2019 were as
follows:

Held-To-Maturity
December 31, 2019

U.S. Treasury Securities (Matured on
3/26/2020)

Amortized
Cost
$ 153,049,302 $

Gross
Holding
Gains
109,674 $

Fair Value
153,158,976

The fair value of the Company’s financial assets and liabilities reflects management’s estimate of amounts
that the Company would have received in connection with the sale of the assets or paid in connection with the
transfer of the liabilities in an orderly transaction between market participants at the measurement date. In
connection with measuring the fair value of its assets and liabilities, the Company seeks to maximize the use of
observable inputs (market data obtained from independent sources) and to minimize the use of unobservable
inputs (internal assumptions about how market participants would price assets and liabilities). The following
fair value hierarchy is used to classify assets and liabilities based on the observable inputs and unobservable
inputs used in order to value the assets and liabilities:
Level 1:

Level 2:

Level 3:

Quoted prices in active markets for identical assets or liabilities. An active market for an asset
or liability is a market in which transactions for the asset or liability occur with sufficient
frequency and volume to provide pricing information on an ongoing basis.
Observable inputs other than Level 1 inputs. Examples of Level 2 inputs include quoted prices
in active markets for similar assets or liabilities and quoted prices for identical assets or
liabilities in markets that are not active.
Unobservable inputs based on our assessment of the assumptions that market participants
would use in pricing the asset or liability.

On October 13, 2020, in connection with the Business Combination, the Company liquidated the Trust
Account to fund the Business Combination and related expenses.
F-16

Table of Contents
INSURANCE ACQUISITION CORP.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
(Unaudited)
NOTE 9. SUBSEQUENT EVENTS
As described in Note 1, the Company completed the Business Combination on October 13, 2020. Upon
consummation of the Business Combination, the Company’s authorized shares of stock increased to
511,000,000 shares, consisting of (a) 510,000,000 shares of common stock including (i) 500,000,000 shares of
Class A common stock and (ii) 10,000,000 shares of Class B common stock, and (b) 1,000,000 shares of
preferred stock. In addition, each outstanding share of Class B common stock was automatically converted into
one share of Class A common stock immediately prior to the consummation of the Merger, and following the
conversion, the authorized shares of Class B common stock were reduced to zero.
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Board of Directors and Stockholders
Insurance Acquisition Corp
Opinion on the financial statements
We have audited the accompanying balance sheets of Insurance Acquisition Corp. (a Delaware corporation) (the
“Company”) as of December 31, 2019 and 2018, the related statements of operations, changes in stockholders’
equity, and cash flows for the year ended December 31, 2019 and the period from March 13, 2018 (inception)
through December 31, 2018, and the related notes (collectively referred to as the “financial statements”). In our
opinion, the financial statements present fairly, in all material respects, the financial position of the Company as
of December 31, 2019 and 2018, and the results of its operations and its cash flows for the year ended
December 31, 2019 and the period from March 13, 2018 (inception) through December 31, 2018, in conformity
with accounting principles generally accepted in the United States of America.
Basis for opinion
These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required
to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audits we are required to obtain
an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made
by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.
/s/ GRANT THORNTON LLP
We have served as the Company’s auditor since 2018.
Philadelphia, Pennsylvania
March 25, 2020
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BALANCE SHEETS
December 31,
2019

December 31,
2018

ASSETS
Current assets
Cash

$

Prepaid expenses and other current assets
Total Current Assets
Deferred offering costs
Cash and marketable securities held in Trust Account

406,724 $
73,934

—

480,658

25,000

—

100,621

153,238,186

Total Assets

25,000

$ 153,718,844 $

—
125,621

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued expenses

$

Income taxes payable

214,787 $

365

497,388

—

Accrued offering costs

—

100,621

Advance from related party

—

1,304

712,175

102,290

Deferred underwriting fee payable

Total Current Liabilities

6,419,000

—

Total Liabilities

7,131,175

102,290

141,587,667

—

—

—

163

—

516

516

Additional paid-in capital

3,675,170

24,484

Retained earnings/(Accumulated deficit)

1,324,153

(1,669)

Commitments
Common stock subject to possible redemption, 13,856,560 shares at
redemption value as of December 31, 2019
Stockholders’ Equity
Preferred stock, $0.0001 par value; 1,000,000 shares authorized, none
issued and outstanding
Class A common stock, $0.0001 par value; 50,000,000 shares authorized;
1,633,440 and no shares issued and outstanding (excluding 13,856,560
and no shares subject to possible redemption) as of December 31, 2019
and 2018, respectively
Class B common stock, $0.0001 par value; 10,000,000 shares authorized;
5,163,333 shares issued and outstanding as of December 31, 2019 and
2018, respectively

Total Stockholders’ Equity

5,000,002

Total Liabilities and Stockholders’ Equity

$ 153,718,844 $

The accompanying notes are an integral part of the financial statements.
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Year Ended
December 31,
2019

Operating expenses

$

Loss from operations

764,976
(764,976)

For the Period
March 13, 2018
(inception)
through
December 31,
2018

$

1,669
(1,669)

Other income:
Interest earned on marketable securities held in Trust Account
Income (loss) before provision for income taxes

2,593,286
1,828,310

Provision for income taxes

(502,488)

Net income (loss)

1,325,822

Weighted average shares outstanding of Class A redeemable common stock
Basic and diluted net income per share, Class A
Weighted average shares outstanding of Class A and Class B nonredeemable common stock
Basic and diluted net loss per share, Class A and Class B

—
(1,669)

15,065,000

—

0.13

—

5,462,872

4,508,333

(0.10)

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
Class A Common Stock
Shares

Balance – March 13,
2018 (inception)
Common stock issued
to Sponsor
Stock subscription
received from
issuance of common
stock to Sponsor
Net loss
Balance – December 31,
2018

—

Amount

$

Shares

Amount

— $

— $

Additional
Paid in
Capital

—

—

—

5,163,333

516

24,484

—

—

—

—

—

—

—

—

—

Sale of 15,065,000
Units, net of
underwriting
discount and
offering expenses
15,065,000
Sale of 425,000
Placement Units
425,000
Common stock subject
to possible
redemption
(13,856,560)
Net income
Balance – December 31,
2019

—

Class B Common Stock

1,633,440

$

—

$

—

—

—

—

25,000

—

25,000

—

—

—

(1,669)

(1,669)

5,163,333

516

24,484

—

(1,669)

23,331

1,507

—

—

140,987,009

—

—

140,988,516

42

—

—

4,249,958

—

—

4,250,000

—

—

—

—

—
$

$

Total
Stockholders’
Equity

(25,000)

(1,386)

—

Retained
Stock
Earnings
Subscription (Accumulated
Receivable
Deficit)

163

5,163,333 $

516 $

(141,586,281)
—
3,675,170

$

—

—

—

1,325,822

—

$ 1,324,153

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS
For the Period
from
March 13, 2018
(inception)
through
December 31,
2018

Year Ended
December 31,
2019

Cash Flows from Operating Activities:
Net income (loss)
$
Adjustments to reconcile net income (loss) to net cash used in operating
activities:
Payment of expenses through advances

1,325,822

$

—

Interest earned on marketable securities held in Trust Account

(1,669)

1,304

(2,593,286)

—

Prepaid expenses and other current assets

(73,934)

—

Accounts payable and accrued expenses

214,422

365

Changes in operating assets and liabilities:

Income taxes payable
Net cash used in operating activities

497,388

—

(629,588)

—

(150,650,000)

—

Cash Flows from Investing Activities:
Investment of cash in Trust Account
Cash withdrawn from Trust Account to pay income taxes

5,100

Net cash used in investing activities

—

(150,644,900)

—

Cash Flows from Financing Activities:
Proceeds from issuance of Class B common stock to Sponsor

—

25,000

148,030,000

—

4,250,000

—

64,231

—

(65,535)

—

Proceeds from promissory note – related party

200,000

—

Repayment of promissory note – related party

(200,000)

—

Proceeds from sale of Units, net of underwriting discounts paid
Proceeds from sale of Placement Units
Advance from related party
Repayment of advances from related party

Payment of offering costs

(622,484)

Net cash provided by financing activities
Net Change in Cash
Cash – Beginning of period
Cash – End of period

151,656,212

25,000

381,724

25,000

25,000

—

$

406,724

$

25,000

$

5,100

$

—

Initial classification of common stock subject to possible redemption

$ 140,260,560

$

—

Change in value of common stock subject to possible redemption

$

1,327,107

$

—

Deferred underwriting fee payable

$

6,419,000

$

—

Offering costs included in accrued offering costs

$

—

$

100,621

Supplemental cash flow information
Cash paid for income taxes
Non-Cash investing and financing activities:

The accompanying notes are an integral part of the financial statements.
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NOTE 1. DESCRIPTION OF ORGANIZATION AND BUSINESS OPERATIONS
Insurance Acquisition Corp. (the “Company”), is a blank check company incorporated in Delaware on
March 13, 2018. The Company was formed for the purpose of effecting a merger, capital stock exchange, asset
acquisition, stock purchase, reorganization or other similar business transaction with one or more operating
businesses or assets (a “Business Combination”).
Although the Company is not limited to a particular industry or sector for purposes of consummating a
Business Combination, the Company intends to focus its search on businesses providing insurance or insurance
related services, with particular emphasis on regulated insurance or reinsurance companies. The Company is an
early stage and emerging growth company and, as such, the Company is subject to all of the risks associated
with early stage and emerging growth companies.
All activity through December 31, 2019 relates to the Company’s formation, its initial public offering (the
“Initial Public Offering”), which is described below, and identifying a target company for a Business
Combination. The Company will not generate any operating revenues until after the completion of its initial
Business Combination, at the earliest. The Company generates non-operating income in the form of interest
income from the proceeds derived from the Initial Public Offering.
The registration statement for the Company’s Initial Public Offering was declared effective on March 19,
2019. On March 22, 2019, the Company consummated the Initial Public Offering of 15,065,000 units (the
“Units” and, with respect to the shares of Class A common stock included in the Units sold, the “Public
Shares”), which includes the full exercise by the underwriters of their over-allotment option in the amount of
1,965,000 Units, at $10.00 per Unit, generating gross proceeds of $150,650,000, which is described in Note 3.
Simultaneously with the closing of the Initial Public Offering, the Company consummated the sale of
425,000 units (the “Placement Units”) at a price of $10.00 per Placement Unit in a private placement to the
Company’s sponsor, Insurance Acquisition Sponsor, LLC (together with Dioptra Advisors, LLC, the “Sponsor”)
and Cantor Fitzgerald & Co. (“Cantor”), generating gross proceeds of $4,250,000, which is described in Note 4.
Transaction costs amounted to $9,661,484, consisting of $2,620,000 of underwriting fees, $6,419,000 of
deferred underwriting fees and $622,484 of other offering costs. In addition, $1,048,801 of cash was held
outside of the Trust Account (as defined below) and is available for working capital purposes.
Following the closing of the Initial Public Offering on March 22, 2019, an amount of $150,650,000
($10.00 per Unit) from the net proceeds of the sale of the Units in the Initial Public Offering and the sale of the
Placement Units was placed in a trust account (“Trust Account”), which will be invested in U.S. government
securities, within the meaning set forth in Section 2(a)(16) of the Investment Company Act of 1940, as amended
(the “Investment Company Act”), with a maturity of 180 days or less or in any open-ended investment company
that holds itself out as a money market fund meeting the conditions of Rule 2a-7 of the Investment Company
Act, as determined by the Company, until the earlier of: (i) the consummation of a Business Combination; (ii)
the redemption of any Public Shares in connection with a stockholder vote to amend the Company’s Amended
and Restated Certificate of Incorporation to modify the substance or timing of the Company’s obligation to
redeem 100% of its Public Shares if it does not complete an initial Business Combination by November 3, 2020
(the “Combination Period”); or (iii) the distribution of the Trust Account, as described below, except that
interest earned on the Trust Account can be released to pay the Company’s tax obligations, if the Company is
unable to complete an initial Business Combination within the Combination Period or upon any earlier
liquidation of the Company.
The Company’s management has broad discretion with respect to the specific application of the net
proceeds of the Initial Public Offering and the sale of Placement Units, although substantially all of the net
proceeds are intended to be applied generally toward consummating a Business Combination. Nasdaq rules
provide that the Company must complete a Business Combination with one or more target businesses that
together have an aggregate fair market value of at least 80% of the assets held in the Trust Account (excluding
the deferred underwriting commissions and taxes payable on interest earned on the Trust Account) at the time of
signing a definitive
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agreement in connection with a Business Combination. The Company will only complete a Business
Combination if the post-transaction company owns or acquires 50% or more of the outstanding voting securities
of the target or otherwise acquires a controlling interest in the target sufficient for it not to be required to register
as an investment company under the Investment Company Act. There is no assurance that the Company will be
able to successfully effect a Business Combination.
The Company will provide its stockholders with the opportunity to redeem all or a portion of their Public
Shares upon the completion of a Business Combination either (i) in connection with a stockholder meeting
called to approve the Business Combination or (ii) by means of a tender offer. The decision as to whether the
Company will seek stockholder approval of a Business Combination or conduct a tender offer will be made by
the Company, solely in its discretion. The stockholders will be entitled to redeem their Public Shares for a pro
rata portion of the amount then on deposit in the Trust Account ($10.00 per Public Share, plus any pro rata
interest earned on the funds held in the Trust Account and not previously released to the Company to pay its tax
obligations). The per-share amount to be distributed to stockholders who redeem their shares will not be
reduced by the deferred underwriting commissions the Company will pay to the representative (as discussed in
Note 6). There will be no redemption rights upon the completion of a Business Combination with respect to the
Company’s warrants.
The Company will proceed with a Business Combination if the Company has net tangible assets of at
least $5,000,001 upon such consummation of a Business Combination and, if the Company seeks stockholder
approval, a majority of the outstanding shares voted are voted in favor of the Business Combination. If a
stockholder vote is not required by law and the Company does not decide to hold a stockholder vote for
business or other legal reasons, the Company will, pursuant to its Amended and Restated Certificate of
Incorporation, conduct the redemptions pursuant to the tender offer rules of the U.S. Securities and Exchange
Commission (the “SEC”), and file tender offer documents with the SEC prior to completing a Business
Combination. If, however, stockholder approval of the transaction is required by law, or the Company decides to
obtain stockholder approval for business or other legal reasons, the Company will offer to redeem shares in
conjunction with a proxy solicitation pursuant to the proxy rules and not pursuant to the tender offer rules. If the
Company seeks stockholder approval in connection with a Business Combination, the Sponsor and the
Company’s officers and directors (the “Insiders”) have agreed to vote their Founder Shares (as defined in Note
5), the shares of Class A common stock included in the Placement Units (the “Placement Shares”) and any
Public Shares held by them in favor of approving a Business Combination. Additionally, each public
stockholder may elect to redeem their Public Shares irrespective of whether they vote for or against the
proposed transaction.
The Company will also provide its stockholders with the opportunity to redeem all or a portion of their
Public Shares in connection with any stockholder vote to approve an amendment to the Company’s Amended
and Restated Certificate of Incorporation that would affect the substance or timing of the Company’s obligation
to redeem 100% of the Public Shares if it does not complete an initial Business Combination within the
Combination Period. The stockholders will be entitled to redeem their shares for a pro rata portion of the
amount then on deposit in the Trust Account ($10.00 per share, plus any pro rata interest earned on the funds
held in the Trust Account, net of taxes payable). The per-share amount to be distributed to stockholders who
redeem their shares will not be reduced by the deferred underwriting commissions the Company will pay to the
representative (as discussed in Note 6). There will be no redemption rights with respect to the Company’s
warrants in connection with such a stockholder vote to approve such an amendment to the Company’s Amended
and Restated Certificate of Incorporation. Notwithstanding the foregoing, the Company may not redeem shares
in an amount that would cause its net tangible assets to be less than $5,000,001. The Insiders have agreed to
vote any Founder Shares, Placement Shares and any Public Shares held by them in favor of any such
amendment.
The Company will have until the expiration of the Combination Period to consummate its initial Business
Combination. If the Company is unable to consummate a Business Combination within the Combination Period,
the Company will (i) cease all operations except for the purposes of winding up; (ii) as promptly as reasonably
possible but not more than ten business days thereafter, redeem the Public Shares, at a per-share price, payable
in cash, equal to the aggregate amount then on deposit in the Trust Account, including any interest earned on the
Trust Account not previously released to the Company to pay its tax obligations and up to $100,000 of interest
to pay dissolution
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expenses, divided by the number of then outstanding Public Shares, which redemption will completely
extinguish public stockholders’ rights as stockholders (including the right to receive further liquidating
distributions, if any), subject to applicable law, and; (iii) as promptly as reasonably possible following such
redemption, subject to the approval of the Company’s remaining stockholders and the Company’s board of
directors, dissolve and liquidate, subject in each case to the Company’s obligations under Delaware law to
provide for claims of creditors and the requirements of other applicable law. There will be no redemption rights
or liquidating distributions with respect to the Company’s warrants, which will expire worthless if the Company
fails to complete a Business Combination within the Combination Period.
The Insiders and Cantor have agreed to waive their redemption rights with respect to any Founder Shares
and Placement Shares, as applicable, (i) in connection with the consummation of a Business Combination, (ii) in
connection with a stockholder vote to amend the Company’s Amended and Restated Certificate of Incorporation
to modify the substance or timing of the Company’s obligation to redeem 100% of its Public Shares if it does
not complete its initial Business Combination within the Combination Period, and (iii) if the Company fails to
consummate a Business Combination within the Combination Period. The Insiders have also agreed to waive
their redemption rights with respect to any Public Shares held by them in connection with the consummation of
a Business Combination and in connection with a stockholder vote to amend the Company’s Amended and
Restated Certificate of Incorporation to modify the substance or timing of the Company’s obligation to redeem
100% of its Public Shares if it does not complete its initial Business Combination within the Combination
Period. However, the Insiders will be entitled to redemption rights with respect to Public Shares if the Company
fails to consummate a Business Combination or liquidates within the Combination Period. Cantor will have the
same redemption rights as public stockholders with respect to any Public Shares it acquires. The representative
has agreed to waive its rights to deferred underwriting commissions held in the Trust Account in the event the
Company does not consummate a Business Combination within the Combination Period and, in such event,
such amounts will be included with the funds held in the Trust Account that will be available to fund the
redemption of the Public Shares. In the event of such distribution, it is possible that the per share value of the
residual assets remaining available for distribution (including Trust Account assets) will be less than the Initial
Public Offering price per Unit ($10.00). Placing funds in the Trust Account may not protect those funds from
third party claims against the Company. Although the Company will seek to have all vendors, service providers
(except the Company’s independent registered accounting firm), prospective target businesses or other entities it
engages, execute agreements with the Company waiving any claim of any kind in or to any monies held in the
Trust Account, there is no guarantee that such persons will execute such agreements. Cohen & Company, LLC,
the manager of the Sponsor, has agreed that it will be liable under certain circumstances to ensure that the
proceeds in the Trust Account are not reduced by the claims of target businesses or vendors or other entities that
are owed money by the Company for service rendered, contracted for or products sold to the Company.
However, it may not be able to satisfy those obligations should they arise.
Notwithstanding the foregoing redemption rights, if the Company seeks stockholder approval of its
Business Combination and it does not conduct redemptions in connection with its Business Combination
pursuant to the tender offer rules, the Amended and Restated Certificate of Incorporation provides that a public
stockholder, together with any affiliate of such stockholder or any other person with whom such stockholder is
acting in concert or as a “group” (as defined under Section 13 of the Securities Exchange Act of 1934, as
amended), will be restricted from redeeming its shares with respect to an aggregate of 20.0% or more of the
shares sold in the Initial Public Offering. However, there is no restriction on the Company’s stockholders’
ability to vote all of their shares for or against a Business Combination.
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation
The accompanying financial statements are presented in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) and pursuant to the rules and regulations of the SEC.
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Emerging growth company
The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as
modified by the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), and it may take advantage of
certain exemptions from various reporting requirements that are applicable to other public companies that are
not emerging growth companies including, but not limited to, not being required to comply with the
independent registered public accounting firm attestation requirements of Section 404 of the Sarbanes-Oxley
Act, reduced disclosure obligations regarding executive compensation in its periodic reports and proxy
statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive
compensation and stockholder approval of any golden parachute payments not previously approved.
Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to
comply with new or revised financial accounting standards until private companies (that is, those that have not
had a Securities Act registration statement declared effective or do not have a class of securities registered under
the Exchange Act) are required to comply with the new or revised financial accounting standards. The JOBS
Act provides that a company can elect to opt out of the extended transition period and comply with the
requirements that apply to non-emerging growth companies but any such election to opt out is irrevocable. The
Company has elected not to opt out of such extended transition period which means that when a standard is
issued or revised and it has different application dates for public or private companies, the Company, as an
emerging growth company, can adopt the new or revised standard at the time private companies adopt the new
or revised standard. This may make comparison of the Company’s financial statements with another public
company which is neither an emerging growth company nor an emerging growth company which has opted out
of using the extended transition period difficult or impossible because of the potential differences in accounting
standards used.
Use of estimates
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period.
Making estimates requires management to exercise significant judgment. It is at least reasonably possible
that the estimate of the effect of a condition, situation or set of circumstances that existed at the date of the
financial statements, which management considered in formulating its estimate, could change in the near term
due to one or more future events. Accordingly, the actual results could differ significantly from those estimates.
Cash and cash equivalents
The Company considers all short-term investments with an original maturity of three months or less when
purchased to be cash equivalents. The Company did not have any cash equivalents as of December 31, 2019 and
2018.
Common stock subject to possible redemption
The Company accounts for its common stock subject to possible redemption in accordance with the
guidance in Accounting Standards Codification (“ASC”) Topic 480 “Distinguishing Liabilities from Equity.”
Common stock subject to mandatory redemption is classified as a liability instrument and is measured at fair
value. Conditionally redeemable common stock (including common stock that feature redemption rights that is
either within the control of the holder or subject to redemption upon the occurrence of uncertain events not
solely within the Company’s control) is classified as temporary equity. At all other times, common stock is
classified as stockholders’ equity. The Company’s common stock features certain redemption rights that are
considered to be outside of the Company’s control and subject to occurrence of uncertain future events.
Accordingly, common stock subject to possible redemption is presented as temporary equity, outside of the
stockholders’ equity section of the Company’s balance sheets.
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Offering costs
Offering costs consist of legal, accounting, underwriting fees and other costs incurred through the balance
sheet date that are directly related to the Initial Public Offering. Offering costs amounting to $9,661,484 were
charged to stockholders’ equity upon the completion of the Initial Public Offering.
Income taxes
The Company complies with the accounting and reporting requirements of ASC Topic 740 “Income
Taxes,” which requires an asset and liability approach to financial accounting and reporting for income taxes.
Deferred income tax assets and liabilities are computed for differences between the financial statement and tax
bases of assets and liabilities that will result in future taxable or deductible amounts, based on enacted tax laws
and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be realized.
ASC Topic 740 prescribes a recognition threshold and a measurement attribute for the financial statement
recognition and measurement of tax positions taken or expected to be taken in a tax return. For those benefits to
be recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing
authorities. The Company recognizes accrued interest and penalties related to unrecognized tax benefits as
income tax expense. There were no unrecognized tax benefits and no amounts accrued for interest and penalties
as of December 31, 2019 and 2018. The Company is currently not aware of any issues under review that could
result in significant payments, accruals or material deviation from its position.
The Company may be subject to potential examination by federal, state and city taxing authorities in the
areas of income taxes. These potential examinations may include questioning the timing and amount of
deductions, the nexus of income among various tax jurisdictions and compliance with federal, state and city tax
laws. The Company’s management does not expect that the total amount of unrecognized tax benefits will
materially change over the next twelve months. The Company is subject to income tax examinations by major
taxing authorities since inception.
Net income (loss) per common share
Net income (loss) per common share is computed by dividing net income (loss) by the weighted average
number of common shares outstanding for the period. The Company has not considered the effect of warrants
sold in the Initial Public Offering and private placement to purchase 7,745,000 shares of Class A common stock
in the calculation of diluted income (loss) per share, since the exercise of the warrants are contingent upon the
occurrence of future events and the inclusion of such warrants would be anti-dilutive.
The Company’s statement of operations includes a presentation of income (loss) per share for common
shares subject to possible redemption in a manner similar to the two-class method of income per share. Net
income (loss) per common share, basic and diluted for Class A redeemable common stock is calculated by
dividing the interest income earned on the Trust Account, net of applicable franchise and income taxes, by the
weighted average number of Class A redeemable common stock outstanding since original issuance. Net
income (loss) per common share, basic and diluted for Class A and Class B non-redeemable common stock is
calculated by dividing the net income (loss), less income attributable to Class A redeemable common stock, by
the weighted average number of Class A and Class B non-redeemable common stock outstanding for the period.
Class A and Class B non-redeemable common stock includes the Founder Shares and the Placement Units as
these shares do not have any redemption features and do not participate in the income earned on the Trust
Account.
Concentration of credit risk
Financial instruments that potentially subject the Company to concentration of credit risk consist of a cash
account in a financial institution which, at times may exceed the Federal depository insurance coverage of
$250,000. At December 31, 2019 and 2018, the Company had not experienced losses on this account.
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Fair value of financial instruments
The fair value of the Company’s assets and liabilities, which qualify as financial instruments under ASC
Topic 820, “Fair Value Measurements and Disclosures,” approximates the carrying amounts represented in the
accompanying balance sheets, primarily due to their short-term nature.
Recently issued accounting standards
In July 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(“ASU”) 2017-11, Earnings per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480) and
Derivatives and Hedging (Topic 815): Part I. Accounting for Certain Financial Instruments with Down Round
Features; Part II. Replacement of the Indefinite Deferral for Mandatorily Redeemable Financial Instruments of
Certain Nonpublic Entities and Certain Mandatorily Redeemable Noncontrolling Interests with a Scope
Exception. Part I of this update addresses the complexity of accounting for certain financial instruments with
down round features. Down round features are features of certain equity-linked instruments (or embedded
features) that result in the strike price being reduced on the basis of the pricing of future equity offerings. Also,
entities must adjust their basic Earnings per Share (“EPS”) calculation for the effect of the down round
provision when triggered (that is, when the exercise price of the related equity-linked financial instrument is
adjusted downward because of the down round feature). That effect is treated as a dividend and as a reduction
of income available to common shareholders in basic EPS. An entity will also recognize the effect of the trigger
within equity. The guidance is effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2018. The Company adopted this guidance during the year ended December 31, 2019. The
adoption of this guidance enabled the Company to record the warrants as equity instruments and is not expected
to have a material impact on the Company’s financial position, results of operations, cash flows or disclosures
moving forward until a trigger event occurs. Part II of this update addresses the difficulty of navigating Topic
480, Distinguishing Liabilities from Equity, because of the existence of extensive pending content in the FASB
Accounting Standards Codification. This pending content is the result of the indefinite deferral of accounting
requirements about mandatorily redeemable financial instruments of certain nonpublic entities and certain
mandatorily redeemable noncontrolling interests. The amendments in Part II of this update are not expected to
have an impact on the Company.
Management does not believe that any other recently issued, but not yet effective, accounting standards, if
currently adopted, would have a material effect on our financial statements.
NOTE 3. INITIAL PUBLIC OFFERING
Pursuant to the Initial Public Offering, the Company sold 15,065,000 Units at a purchase price of $10.00
per Unit, which includes the full exercise by the underwriters of their over-allotment option in the amount of
1,965,000 Units at $10.00 per Unit. Each Unit consists of one share of Class A common stock and one-half of
one warrant (“Public Warrant”). Each whole Public Warrant entitles the holder to purchase one share of Class A
common stock at an exercise price of $11.50 (see Note 7).
NOTE 4. PRIVATE PLACEMENT
Simultaneously with the closing of the Initial Public Offering, Insurance Acquisition Sponsor, LLC and
Cantor purchased an aggregate of 425,000 Placement Units at a price of $10.00 per Placement Unit, for an
aggregate purchase price of $4,250,000. Insurance Acquisition Sponsor, LLC purchased 375,000 Placement
Units and Cantor purchased 50,000 Placement Units. Each Placement Unit consists of one share of Class A
common stock and one-half of one warrant (the “Placement Warrant”). Each whole Placement Warrant is
exercisable for one share of Class A common stock at a price of $11.50 per share. The proceeds from the
Placement Units were added to the proceeds from the Initial Public Offering held in the Trust Account. If the
Company does not complete a Business Combination within the Combination Period, the proceeds from the sale
of the Placement Units will be used to fund the redemption of the Public Shares (subject to the requirements of
applicable law) and the Placement Warrants will expire worthless. There will be no redemption rights or
liquidating distributions from the Trust Account with respect to the Placement Warrants.
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Founder Shares
In March 2018, the Company issued an aggregate of 1,000 shares of common stock to Insurance
Acquisition Sponsor, LLC (the “Founder Shares”) for an aggregate purchase price of $25,000.
On December 26, 2018, the Company filed an amendment to its Certificate of Incorporation to, among
other things, create two classes of common stock, Class A and Class B, and to convert the outstanding Founder
Shares into shares of Class B common stock. The Founder Shares will automatically convert into shares of
Class A common stock upon consummation of a Business Combination on a one-for-one basis, subject to
certain adjustments, as described in Note 7. On December 26, 2018, the Company effectuated a 3,697.5-for-1
forward stock split of its common stock. On January 30, 2019, the Company effected a stock dividend of
1.3860717 share per share of Class B common stock for each share of Class B common stock outstanding prior
to the dividend and on March 19, 2019, the Company effected a stock dividend of 1.00747961 share per share
of Class B common stock for each share of Class B common stock outstanding prior to the dividend, resulting
in an aggregate of 5,163,333 shares of Class B common stock held by Insurance Acquisition Sponsor, LLC and
the directors of the Company. All share and per-share amounts have been retroactively restated to reflect the
stock dividend on the Founder Shares. The 5,163,333 Founder Shares included an aggregate of up to 655,000
shares of Class B common stock which were subject to forfeiture by the Sponsor to the extent that the
underwriters’ overallotment option was not exercised in full or in part, so that the Founder Shares would
represent 25% of the Company’s aggregate Founder Shares, Placement Shares and issued and outstanding
Public Shares after the Initial Public Offering. As a result of the underwriters’ election to fully exercise their
over-allotment option, 655,000 Founder Shares are no longer subject to forfeiture.
The Insiders have agreed not to transfer, assign or sell any of their Founder Shares (except to permitted
transferees) until (i) with respect to 20% of such shares, upon consummation of the Company’s initial Business
Combination, (ii) with respect to 20% of such shares, when the closing price of the Class A common stock
exceeds $12.00 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination, (iii) with respect to 20% of such shares, when the closing price of the Class A common
stock exceeds $13.50 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination, (iv) with respect to 20% of such shares, when the closing price of the Class A common
stock exceeds $15.00 for any 20 trading days within a 30-trading day period following the consummation of a
Business Combination and (v) with respect to 20% of such shares, when the closing price of the Class A
common stock exceeds $17.00 for any 20 trading days within a 30-trading day period following the
consummation of a Business Combination or earlier, in any case, if, following a Business Combination, (vi) the
Company completes a liquidation, merger, capital stock exchange, reorganization or other similar transaction
that results in all of the public stockholders having the right to exchange their shares of common stock for cash,
securities or other property.
Advance from Related Party
An affiliate of the Sponsor advanced the Company an aggregate of $65,535 to be used for the payment of
costs related to the Initial Public Offering. The advances were non-interest bearing, unsecured and due on
demand. The Company repaid the $65,535 of outstanding advances upon the consummation of the Initial Public
Offering on March 22, 2019.
Promissory Note – Related Party
The Company issued a $500,000 promissory note (the “Promissory Note”) to an affiliate of the Sponsor,
pursuant to which the Company borrowed an aggregate principal amount of $200,000. The Promissory Note
was non-interest bearing and payable on the earlier of June 30, 2019 or the completion of the Initial Public
Offering. The Promissory Note was repaid upon the consummation of the Initial Public Offering on March 22,
2019.
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Administrative Services Agreement
The Company entered into an agreement, commencing on March 19, 2019 through the earlier of the
Company’s consummation of a Business Combination and its liquidation, to pay an affiliate of the Sponsor
$10,000 per month for office space, utilities, secretarial support and administrative services. For the year ended
December 31, 2019, the Company incurred $95,000 in fees for these services.
Consulting Arrangements
In January 2019, the Company entered into consulting arrangements with three individuals affiliated with
Cohen & Company, LLC for advisory services to be provided to the Company. These arrangements provide for
aggregate monthly fees of $23,125. For the year ended December 31, 2019, the Company incurred $268,750 in
such fees, of which $5,208 is included in accounts payable and accrued expenses in the accompanying balance
sheets at December 31, 2019.
Related Party Loans
In order to finance transaction costs in connection with a Business Combination, the Sponsor or one of its
affiliates has committed to loan the Company funds as may be required up to a maximum of $750,000
(“Working Capital Loans”), which will be repaid only upon the consummation of a Business Combination. The
Sponsor or one of its affiliates may also elect, in its discretion, to make Working Capital Loans in excess of
$750,000. If the Company does not consummate a Business Combination, the Company may use a portion of
any funds held outside the Trust Account to repay the Working Capital Loans; however, no proceeds from the
Trust Account may be used for such repayment. If such funds are insufficient to repay the Working Capital
Loans, the unpaid amounts would be forgiven. Up to $1,500,000 of the Working Capital Loans may be
converted into warrants at a price of $1.00 per warrant at the option of the holder. The warrants would be
identical to the Placement Warrants. As of December 31, 2019 and 2018, there are no working capital loans
outstanding.
NOTE 6. COMMITMENTS AND CONTINGENCIES
Registration Rights
Pursuant to a registration rights agreement entered into on March 19, 2019, holders of the Founder Shares,
Placement Units (including securities contained therein) and the warrants that may be issued upon conversion of
the Working Capital Loans (and any shares of Class A common stock issuable upon the exercise of the
Placement Warrants or the warrants issued upon conversion of the Working Capital Loans) are entitled to
registration rights requiring the Company to register such securities for resale (in the case of the Founder
Shares, only after conversion to Class A common stock). The holders of these securities will be entitled to make
up to three demands, excluding short form demands, that the Company register such securities for sale under the
Securities Act of 1933, as amended (the “Securities Act”). In addition, the holders will have “piggy-back”
registration rights to include such securities in other registration statements filed by the Company and rights to
require the Company to register for resale such securities pursuant to Rule 415 under the Securities Act.
However, the registration rights agreement provides that the Company will not permit any registration statement
filed under the Securities Act to become effective until termination of the applicable lock-up period.
Notwithstanding the foregoing, Cantor may not exercise its demand and “piggyback” registration rights after
five (5) and seven (7) years after the effective date of the registration statement related to the Initial Public
Offering and may not exercise its demand rights on more than one occasion. The Company will bear the
expenses incurred in connection with the filing of any such registration statements.
Underwriting Agreement
The underwriters were paid a cash underwriting discount of 2.0% of the gross proceeds of the Initial
Public Offering, or $2,620,000. In addition, the underwriters’ representative will be entitled to a deferred fee of
$6,419,000. The deferred fee will become payable to the underwriters’ representative from the amounts held in
the Trust Account solely in the event that the Company completes a Business Combination, subject to the terms
of the underwriting agreement.
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Preferred Stock — The Company is authorized to issue 1,000,000 shares of preferred stock with a par
value of $0.0001 per share with such designation, rights and preferences as may be determined from time to
time by the Company’s Board of Directors. At December 31, 2019 and 2018, there were no shares of preferred
stock issued or outstanding.
Class A Common Stock — The Company is authorized to issue 50,000,000 shares of Class A common
stock with a par value of $0.0001 per share. Holders of Class A common stock are entitled to one vote for each
share. At December 31, 2019 and 2018, there were 1,633,440 and -0- shares of Class A common stock issued
and outstanding, excluding 13,856,560 and -0- shares of Class A common stock subject to possible redemption,
respectively.
Class B Common Stock — The Company is authorized to issue 10,000,000 shares of Class B common
stock with a par value of $0.0001 per share. Holders of the Company’s Class B common stock are entitled to
one vote for each common share. At December 31, 2019 and 2018, there were 5,163,333 shares of Class B
common stock issued and outstanding.
Holders of Class B common stock will vote on the election of directors prior to the consummation of a
Business Combination. Holders of Class A common stock and Class B common stock will vote together as a
single class on all other matters submitted to a vote of stockholders except as required by law.
The shares of Class B common stock will automatically convert into shares of Class A common stock at
the time of a Business Combination on a one-for-one basis, subject to adjustment. In the case that additional
shares of Class A common stock or equity-linked securities are issued or deemed issued in excess of the
amounts offered in the Initial Public Offering and related to the closing of a Business Combination, the ratio at
which shares of Class B common stock shall convert into shares of Class A common stock will be adjusted
(unless the holders of a majority of the outstanding shares of Class B common stock agree to waive such
adjustment with respect to any such issuance or deemed issuance) so that the number of shares of Class A
common stock issuable upon conversion of all shares of Class B common stock will equal, in the aggregate, on
an as-converted basis, 25% of the sum of the total number of all shares of common stock issued and outstanding
upon completion of the Initial Public Offering, including Placement Shares, plus all shares of Class A common
stock and equity-linked securities issued or deemed issued in connection with a Business Combination
(excluding any shares or equity-linked securities issued, or to be issued, to any seller in a Business
Combination). Holders of Founder Shares may also elect to convert their shares of Class B common stock into
an equal number of shares of Class A common stock, subject to adjustment as provided above, at any time.
Warrants — Public Warrants may only be exercised for a whole number of shares. No fractional shares
will be issued upon exercise of the Public Warrants. The Public Warrants will become exercisable on the later of
(a) 30 days after the completion of a Business Combination or (b) March 22, 2020. The Public Warrants will
expire five years after the completion of a Business Combination or earlier upon redemption or liquidation.
The Company will not be obligated to deliver any shares of Class A common stock pursuant to the
exercise for cash of a warrant and will have no obligation to settle such warrant exercise unless a registration
statement under the Securities Act with respect to the shares of Class A common stock underlying the warrants
is then effective and a prospectus relating thereto is current, subject to the Company satisfying its obligations
with respect to registration. No warrant will be exercisable and the Company will not be obligated to issue
shares of Class A common stock upon exercise of a warrant unless Class A common stock issuable upon such
warrant exercise has been registered, qualified or deemed to be exempt from the registration or qualifications
requirements of the securities laws of the state of residence of the registered holder of the warrants.
Notwithstanding the foregoing, if a registration statement covering the shares of Class A common stock issuable
upon exercise of the Public Warrants has not been declared effective by the end of 60 business days following
the closing of a Business Combination, warrant holders may, until such time as there is an effective registration
statement and during any period when the Company shall have failed to maintain an effective registration
statement, exercise warrants on a cashless basis pursuant to the exemption provided by Section 3(a)(9) of the
Securities Act.
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NOTE 7. STOCKHOLDERS’ EQUITY (cont.)
The Company has agreed that as soon as practicable, but in no event later than 15 business days after the
closing of a Business Combination, the Company will use its reasonable best efforts to file with the SEC, and
within 60 business days following a Business Combination to have declared effective, a registration statement
covering the issuance of the shares of Class A common stock issuable upon exercise of the warrants and to
maintain a current prospectus relating to those shares of Class A common stock until the warrants expire or are
redeemed, as specified in the warrant agreement. The Company will use its reasonable best efforts to maintain
the effectiveness of such registration statement, and a current prospectus relating thereto, until the expiration of
the warrants in accordance with the provisions of the warrant agreement. Notwithstanding the above, if the
Class A common stock is at the time of any exercise of a warrant not listed on a national securities exchange
such that it satisfies the definition of a “covered security” under Section 18(b)(1) of the Securities Act, the
Company may, at its option, require holders of Public Warrants who exercise their warrants to do so on a
“cashless basis” in accordance with Section 3(a)(9) of the Securities Act and, in the event the Company so
elects, the Company will not be required to file or maintain in effect a registration statement, but will be
required to use its best efforts to register or qualify the shares under applicable blue sky laws to the extent an
exemption is not available.
Once the warrants become exercisable, the Company may redeem the Public Warrants:
•

in whole and not in part;

•

at a price of $0.01 per warrant;

•

upon not less than 30 days’ prior written notice of redemption to each warrant holder;

•

if, and only if, the reported last sale price of the Company’s Class A common stock equals or
exceeds $18.00 per share for any 20 trading days within a 30-trading day period ending three
trading days before the Company sends the notice of redemption to each warrant holder; and

•

If, and only if, there is a current registration statement in effect with respect to the shares of
common stock underlying such warrants at the time of redemption and for the entire 30-day trading
period referred to above and continuing each day thereafter until the date of redemption.

If the Company calls the Public Warrants for redemption for cash, management will have the option to
require all holders that wish to exercise the Public Warrants to do so on a “cashless basis,” as described in the
warrant agreement. The exercise price and number of shares of Class A common stock issuable upon exercise
of the warrants may be adjusted in certain circumstances including in the event of a stock dividend, or
recapitalization, reorganization, merger or consolidation. Additionally, in no event will the Company be
required to net cash settle the warrants.
If the Company issues additional shares of common stock or equity-linked securities for capital raising
purposes in connection with the closing of a Business Combination at an issue price or effective issue price of
less than $9.20 per share of common stock (with such issue price or effective issue price to be determined in
good faith by the Company’s board of directors, and in the case of any such issuance to its initial stockholders
or their respective affiliates, without taking into account any Founder Shares held by them, as applicable, prior
to such issuance), the exercise price of the Public Warrants will be adjusted (to the nearest cent) to be equal to
115% of the newly issued price.
If the Company is unable to complete a Business Combination within the Combination Period and the
Company liquidates the funds held in the Trust Account, holders of warrants will not receive any of such funds
with respect to their warrants, nor will they receive any distribution from the Company’s assets held outside of
the Trust Account with respect to such warrants. Accordingly, the warrants may expire worthless.
The Placement Warrants are identical to the Public Warrants underlying the Units sold in the Initial Public
Offering, except that the Placement Warrants and the Class A common stock issuable upon the exercise of the
Placement Warrants will not be transferable, assignable or saleable until 30 days after the completion of a
Business Combination, subject to certain limited exceptions. Additionally, the Placement Warrants will be nonredeemable so long as they are held by the Sponsor or its permitted transferees. If the Placement Warrants are
held by someone other than the Sponsor, Cantor or their permitted transferees, the Placement Warrants will be
redeemable by the Company and exercisable by such holders on the same basis as the Public Warrants.
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NOTE 8. INCOME TAX
The Company’s net deferred tax assets at December 31, 2019 was as follows:
Deferred tax asset
Startup/organizational expenses

$

118,543

Total deferred tax assets

118,543

Valuation allowance

(118,543)

Deferred tax asset, net of allowance

$

—

The Company did not have any significant deferred tax assets or liabilities at December 31, 2018.
The income tax provision consists of the following:
December 31,
2019

Federal
Current

$

502,488

Deferred

(118,543)

State
Current

$

—

Deferred

—

Change in valuation allowance

118,543

Income tax provision

$

502,488

As of December 31, 2019, the Company did not have any U.S. federal and state net operating loss
carryovers (“NOLs”) available to offset future taxable income.
In assessing the realization of the deferred tax assets, management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred
tax assets is dependent upon the generation of future taxable income during the periods in which temporary
differences representing net future deductible amounts become deductible. Management considers the
scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in
making this assessment. After consideration of all of the information available, management believes that
significant uncertainty exists with respect to future realization of the deferred tax assets and has therefore
established a full valuation allowance. For the year ended December 31, 2019, the change in the valuation
allowance was $118,543.
A reconciliation of the federal income tax rate to the Company’s effective tax rate is as follows:
December 31,
2019

Statutory federal income tax rate

21.0%

State taxes, net of federal tax benefit

0.0%

Change in valuation allowance

6.5%

Income tax provision

27.5%

The Company files income tax returns in the U.S. federal jurisdiction and in various state and local
jurisdictions and is subject to examination by the various taxing authorities since inception.
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NOTE 9. FAIR VALUE MEASUREMENTS
The Company classifies its U. S. Treasury and equivalent securities as held-to-maturity in accordance
with ASC 320 “Investments - Debt and Equity Securities.” Held-to-maturity securities are those securities
which the Company has the ability and intent to hold until maturity. Held-to-maturity treasury securities are
recorded at amortized cost on the accompanying balance sheets and adjusted for the amortization or accretion of
premiums or discounts.
At December 31, 2019, assets held in the Trust Account were comprised of $188,884 in cash and
$153,049,302 in U.S. Treasury Bills.
The gross holding losses and fair value of held-to-maturity securities at December 31, 2019 are as
follows:
Amortized
Cost

Held-To-Maturity

December 31, 2019

U.S. Treasury Securities (Mature on 3/26/2020) $ 153,049,302 $

Gross
Holding
Gains

109,674 $

Fair Value

153,158,976

The fair value of the Company’s financial assets and liabilities reflects management’s estimate of amounts
that the Company would have received in connection with the sale of the assets or paid in connection with the
transfer of the liabilities in an orderly transaction between market participants at the measurement date. In
connection with measuring the fair value of its assets and liabilities, the Company seeks to maximize the use of
observable inputs (market data obtained from independent sources) and to minimize the use of unobservable
inputs (internal assumptions about how market participants would price assets and liabilities). The following
fair value hierarchy is used to classify assets and liabilities based on the observable inputs and unobservable
inputs used in order to value the assets and liabilities:
Level 1:

Quoted prices in active markets for identical assets or liabilities. An active market for an asset
or liability is a market in which transactions for the asset or liability occur with sufficient
frequency and volume to provide pricing information on an ongoing basis.

Level 2:

Observable inputs other than Level 1 inputs. Examples of Level 2 inputs include quoted prices
in active markets for similar assets or liabilities and quoted prices for identical assets or
liabilities in markets that are not active.

Level 3:

Unobservable inputs based on our assessment of the assumptions that market participants
would use in pricing the asset or liability.

NOTE 10. SUBSEQUENT EVENTS
The Company evaluated subsequent events and transactions that occurred after the balance sheet date up
to the date that the financial statements were issued.
In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19)
as a pandemic, which continues to spread throughout the United States. The spread of COVID-19 has caused
significant volatility in U.S. and international markets. There is significant uncertainty around the breadth and
duration of business disruptions related to COVID-19, as well as its impact on the U.S. and international
economies and, as such, the Company is unable to determine if it will have a material impact to its operations.
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(in thousands, except share and per share amounts)
(unaudited)
As of
September 30,
2020

As of
December 31,
2019

ASSETS
Current assets:
Cash and cash equivalents

$

Accounts receivable, net
Inventory
Prepaid expenses and other current assets

18,366

$

42,976

7,924

1,839

33,485

18,198

2,161

1,899

Total current assets

61,936

64,912

Property and equipment, net

1,802

2,120

Capitalized website and internal use software costs, net

6,376

5,679

Restricted cash, noncurrent

1,605

1,600

Deferred borrowing costs

2,908

5,184

Other noncurrent assets

2,850

3,274

Total assets

$

77,477

$

82,769

9,482

$

1,967

LIABILITIES, CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable

$

Accrued expenses and other current liabilities

14,413

5,954

Flooring line of credit

20,556

16,245

44,451

24,166

Related party long term note, net, noncurrent

22,004

8,505

Warrants liability

11,021

4,810

Total current liabilities

Other noncurrent liabilities
Total liabilities

8,284

1,954

85,760

39,435

223,631

223,631

Commitment and contingencies (Note 8)
Convertible preferred stock – par value $0.0001 per share; 259,455,633 shares
authorized at September 30, 2020, and December 31, 2019; 255,237,101
shares issued and outstanding at September 30, 2020, and December 31,
2019; (liquidation preference of $175,265 at September 30, 2020, and
December 31, 2019)
Stockholders’ deficit:
Common stock – par value $0.0001 per share; 435,000,000 shares authorized at
September 30, 2020, and December 31, 2019, respectively; 44,389,137 and
37,432,555 shares issued and outstanding at September 30, 2020, and
December 31, 2019, respectively;
Additional paid-in capital
Accumulated deficit
Total stockholders’ deficit
Total liabilities, convertible preferred stock and stockholders’ deficit

$

4

3

38,023

34,997

(269,941)

(215,297)

(231,914)

(180,297)

77,477

$

82,769

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(in thousands, except share and per share amounts)
(unaudited)
Three Months
Ended
September 30,
2020

Nine Months
Ended
September 30,

2019

2020

2019

Revenue
Ecommerce revenue, net

$

Other revenue

$

2,036

Wholesale vehicle revenue
Total revenue
Cost of sales
Gross profit (loss)

Depreciation and amortization
Total operating expenses
Loss from operations
Interest expense

36,914

$

954

97,870

$

3,933

112,645
2,627

9,392

7,989

20,504

23,612

59,914

45,857

122,307

138,884

56,188

46,709

111,666

139,932

3,726

Operating expenses:
Selling, general and administrative
expenses

Interest income and other income (expense)
Net loss and comprehensive loss attributable
to common stockholders
Net loss and comprehensive loss per share
attributable to common stockholders,
basic and diluted
Weighted-average number of shares
outstanding used to compute net loss per
share attributable to common stockholders,
basic and diluted

48,486

(852)

10,641

(1,048)

24,030

16,204

52,109

54,236

1,181

888

3,258

2,184

25,211

17,092

55,367

56,420

(21,485)

(17,944)

(44,726)

(57,468)

(1,256)

(1,463)

(3,901)

(4,136)

(6,017)

1,642

(579)

427

$

(23,320) $

(18,980) $

(54,644) $

(59,962)

$

(0.64) $

(0.55) $

(1.57) $

(1.71)

36,457,891

34,333,276

34,851,966

35,063,135

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(in thousands, except share and per share amounts)
(unaudited)
Convertible
Preferred Stock
Shares

Common Stock

Amount

Shares

Additional
Total
Paid in Accumulated Stockholders’
Capital
Deficit
Deficit

Amount

Three Months Ended
September 30, 2019
Balance at June 30, 2019

255,224,023 $ 223,626

37,151,418 $

3 $ 23,537 $ (175,796) $ (152,256)

Additional Series C-1
issuance costs

—

(81)

—

—

—

—

—

Issuance of warrants upon
achievements of
milestones

—

—

—

—

4,478

—

4,478

Issuance of common stock
upon exercise of vested
options

—

—

202,837

—

21

—

21

Vesting of early exercised
options

—

—

—

—

47

—

47

Repurchase of shares
related to early exercised
options

—

—

—

—

—

—

Stock-based compensation

—

—

—

849

—

849

13,078

5

—

—

Exchange of common shares
for Series D preferred
shares
Net loss and comprehensive
loss
Balance at September 30, 2019

255,237,101 $ 223,550

(7,293)
—

(13,078)
—
37,333,884 $

Convertible
Preferred Stock
Shares

—

(4)

—

—

Shares

(18,980)

(4)
(18,980)

3 $ 28,928 $ (194,776) $ (165,845)

Common Stock

Amount

—

Additional
Total
Paid in Accumulated Stockholders’
Capital
Deficit
Deficit

Amount

Nine Months Ended
September 30, 2019
Balance at December 31, 2018
Adoption of ASU 2018-07
(See Note 5)
Additional Series C-1
issuance costs
Issuance of Series D
convertible preferred, net
of issuance
costs of $7
Issuance of warrants upon
achievement of milestones
Issuance of common stock
upon exercise of vested
options

247,216,590 $ 213,461

39,878,225 $

3 $ 12,542 $ (134,814) $ (122,269)

—

—

—

—

3,915

—

3,915

—

(115)

—

—

—

—

—

4,555,805

5,793

—

—

—

—

—

—

—

—

—

12,077

—

12,077

—

—

912,639

—

79

—

79

Issuance of common stock
upon early exercise of
options

—

—

50,035

—

—

—

—

Vesting of early exercised
options

—

—

—

—

173

—

173

Repurchase of shares related
to early exercised options

—

—

—

—

—

—

—

1,318

—

1,318

—

(1,176)

—

(1,176)

Stock-based compensation
Exchange of common shares
for Series D preferred
shares

—

—

3,464,706

4,411

Net loss and comprehensive
loss

—

—

Balance at September 30,
2019

255,237,101 $ 223,550

(42,309)
—

(3,464,706)
—
37,333,884 $
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Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ Deficit — (continued)
(in thousands, except share and per share amounts)
(unaudited)
Convertible
Preferred Stock
Shares

Common Stock

Amount

Shares

Additional
Total
Paid in Accumulated Stockholders’
Capital
Deficit
Deficit

Amount

Three Months Ended
September 30, 2020
Balance at June 30, 2020
Issuance of common stock
upon exercise of vested
options

255,237,101 $ 223,631

Repurchase of shares related
to early exercised options
Vesting of early exercised
options
Stock-based compensation
Net loss and comprehensive
loss
Balance at September 30, 2020

—

—

—

—

—

—

—

—

—

—

255,237,101 $ 223,631

38,022,034 $

6,396,999

697

—

698

—

—

—

—

—

—

476

—

476

—

—

817

—

817

—

—

44,389,137 $

Shares

—

4$

Common Stock

Amount

36,033 $ (246,621) $ (210,585)

1

(29,896)

Convertible
Preferred Stock
Shares

3$

(23,320)

(23,320)

38,023 $ (269,941) $ (231,914)

Additional
Total
Paid in Accumulated Stockholders’
Capital
Deficit
Deficit

Amount

Nine Months Ended
September 30, 2020
Balance at December 31, 2019
Issuance of common stock
upon exercise of vested
options
Issuance of restricted stock
awards

255,237,101 $ 223,631

37,432,555 $

3$

34,997 $ (215,297) $ (180,297)

—

—

7,010,503

1

784

—

785

—

—

18,725

—

6

—

6

Repurchase of shares related
to early exercised options

—

—

(72,646)

—

—

—

—

Vesting of early exercised
options

—

—

—

—

605

—

605

Stock-based compensation

—

—

—

—

1,631

—

1,631

—

—

—

—

Net loss and comprehensive
loss
Balance at September 30, 2020

255,237,101 $ 223,631

44,389,137 $

4$

—

(54,644)

(54,644)

38,023 $ (269,941) $ (231,914)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)
Nine Months Ended
September 30,
2020

2019

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss

$ (54,644) $

(59,962)

Depreciation and amortization

3,258

2,184

Stock-based compensation expense, including warrant remeasurement

7,666

930

—

2,894

Adjustments to reconcile net loss to net cash used in operating activities:

Non-cash expense upon milestone achievement
Contra-revenue associated with milestones
Amortization of debt discount
Compensation expense from exchange of common stock

478

7,277

3,275

3,108

—

4,824

Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Other noncurrent assets

(6,085)

408

(15,287)

20,673

7

309

(54)

(879)

Accounts payable

7,515

(2,259)

Accrued expenses and other current liabilities

7,983

1,220

Other noncurrent liabilities

(52)

Net cash used in operating activities

413

(45,940)

(18,860)

(407)

(1,085)

(2,857)

(3,714)

(3,264)

(4,799)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment
Capitalized website internal-use software costs
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from delayed draw term loans

12,500

—

Proceeds from flooring line of credit facility

67,413

92,613

Repayment of flooring line of credit facility

(63,102)

(99,801)

Proceeds from SBA PPP loans
Proceeds from issuance of convertible preferred stock
Issuance costs related to convertible preferred stock

6,055

—

—

5,800

—

Proceeds from stock option exercises, including from early exercised options
Repurchase of shares related to early exercised options

72

(7)

Net cash provided by (used in) financing activities
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of period
Cash, cash equivalents and restricted cash, end of period

(121)

1,740

(3)

24,599

(1,440)

(24,605)

(25,099)

44,576

72,092

$

19,971

$

46,993

$

650

$

1,024

Vesting of exercised options

$

605

$

173

Stock-based compensation capitalized to internal-use software

$

182

$

243

Reclassification of warrants previously classified as liabilities

$

—

$

3,915

Exercised options with cash not yet received

$

269

$

—

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Notes to Condensed Consolidated Financial Statements
(unaudited)
1.

DESCRIPTION OF THE BUSINESS AND ACCOUNTING POLICIES
Shift Technologies, Inc. (the “Company”) was incorporated in the State of Delaware on December 9,
2013. The Company conducts its business through its wholly owned subsidiaries Shift Operations, LLC,
and Shift Finance, LLC.
The Company is based in and operates out of San Francisco, California and operates hubs to purchase,
recondition and sell vehicles in the following markets in California: San Francisco, Los Angeles,
Sacramento and San Diego; as well as operating in Portland, Oregon. Shift operates an innovative
platform to make car purchases, car sales and ownership simple. Shift’s innovative platform, which
includes proprietary pricing technology, provides consumers with a digital purchase and selling
experience, and includes offerings throughout the sales cycle, including vehicle pickup and delivery at a
customer’s location.
Insurance Acquisition Corp. Merger
On June 29, 2020, the Company entered into an Agreement and Plan of Merger (the “Merger
Agreement”) among the Company and Insurance Acquisition Corp., (“IAC”), an entity listed on the
Nasdaq Capital Market under the trade symbol “INSU”, IAC Merger Sub, Inc., a Delaware corporation
and direct wholly owned subsidiary of IAC (“Merger Sub”), providing for, among other things, and
subject to the conditions therein, the combination of the Company and IAC pursuant to the proposed
merger of Merger Sub with and into the Company with the Company continuing as the surviving entity
(the “Merger”).
On October 13, 2020, shareholders approved the Merger Agreement, under which Shift received
approximately $302 million, net of fees and expenses. See Note 12 Subsequent Events for additional
details regarding this transaction.
COVID-19
In March 2020, the World Health Organization declared the outbreak of the novel coronavirus disease
(“COVID-19”) as a pandemic, and the Company expects its operations in all locations to be affected as
the virus continues to proliferate. The Company saw a slowing of vehicle sales immediately following the
shelter in place ordinances in March; however, within five weeks, weekly sales volume rebounded nearly
to pre-COVID-19 volumes. The Company has adjusted certain aspects of its operations to protect its
employees and customers while still meeting customers’ needs for vital technology, including
implementing contactless purchase and delivery processes and applying long-term antimicrobial surface
and air protection systems for its entire inventory.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), was
signed into law in response to the COVID-19 pandemic. The CARES Act includes several significant
income tax relief provisions as well as the deferral of the employer portion of the social security payroll
tax. The income tax benefits include a favorable increase in the interest expense limitation under section
163(j), allowing a five-year net operating loss (“NOL”) carryback provision for certain NOLs, and
increasing the amount of NOLs corporations may use to offset income for taxable years beginning before
2021. The Company has evaluated the income tax impacts of the CARES Act and does not expect that the
income tax relief provisions of the CARES Act would not significantly impact the Company, since it has
had taxable losses since inception. In addition, the Company has adopted the deferral of the employer
portion of the social security payroll tax. The deferral is effective from the enactment date through
December 31, 2020. As of September 30, 2020, the Company deferred $0.7 million. The deferred amount
will be paid in two installments and the amount will be considered timely paid if 50% of the deferred
amount is paid by December 31, 2021 and the remainder by December 31, 2022. In April 2020, the
Company, through its subsidiaries Shift Technologies and Shift Operations, also borrowed unsecured
loans (“PPP Loans”) under the Paycheck Protection Program established under the CARES Act. Refer to
Note 4 for additional information regarding the PPP Loans.
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1.

DESCRIPTION OF THE BUSINESS AND ACCOUNTING POLICIES (cont.)
Basis of Presentation
The condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”).
Liquidity
Since inception, the Company has generated recurring losses which has resulted in an accumulated deficit
of $269.9 million as of September 30, 2020. Further, during the nine months ended September 30, 2020,
the Company had negative operating cash flows of $45.9 million. As previously noted, the Company
closed the Merger on October 13, 2020. As a result of the Merger, the Company received gross proceeds
of $342 million. Management believes that the cash position, inclusive of the funds raised with the
Merger, is sufficient to meet capital and liquidity requirements for at least the next 12 months and
thereafter for the foreseeable future and therefore there is no longer substantial doubt about the
Company’s ability to continue as a going concern.
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
expenses during the reporting period. On an ongoing basis, the Company evaluates its estimates and
assumptions, including those related to the valuation of vehicle inventory, capitalized website and
internal-use software development costs, fair value of common stock, warrants, stock-based compensation
and income taxes.
The COVID-19 pandemic has adversely impacted the global economy, as well as the Company’s
operations, and the extent and duration of the impacts remain unclear. The Company’s future estimates,
including, but not limited to, the inventory valuations, and fair value measurements, may be impacted and
continue to evolve as conditions change as a result of the COVID-19 pandemic.
Management bases its estimates on historical experience and various other assumptions that are believed
to be reasonable under the circumstances, the results of which form the basis for making judgments about
the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ materially from those estimates.
Fair Value Measurements
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. As such, fair value is a marketbased measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability.
The authoritative guidance on fair value measurements establishes a three-tier fair value hierarchy for
disclosure of fair value measurements as follows:
Level 1 —

Quoted prices in active markets for identical assets or liabilities.

Level 2 —

Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices in markets that are not active, or other inputs that are observable
or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.
Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

Level 3 —
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Assets and liabilities measured at fair value are classified in their entirety based on the lowest level of
input that is significant to the fair value measurement. The Company’s assessment of the significance of a
particular input to the fair value measurement in its entirety requires management to make judgments and
consider factors specific to the asset or liability. As of September 30, 2020, all liability-classified warrants
that are remeasured in a recurring basis have been valued using Level 3 inputs. The calculation of the
warrant value is based on the Black-Scholes valuation model, which requires significant estimates
including the expected volatility of our common stock, expected dividend yield, option term and risk-free
rate. As of September 30, 2020, and December 31, 2019, there were no accumulated gains or losses
related to these financial instruments in accumulated other comprehensive loss.
The Company recorded a remeasurement loss of $0.6 million and $6.2 million presented in interest and
other expense during the three and nine months ended September 30, 2020, respectively.
Unaudited Interim Condensed Consolidated Financial Statements
The accompanying interim condensed consolidated balance sheet as of September 30, 2020, the interim
condensed consolidated statements of operations and comprehensive loss, condensed consolidated
statements of convertible preferred stock and stockholders’ deficit for the three and nine months ended
September 30, 2020 and 2019, and condensed consolidated statements of cash flows for the nine months
ended September 30, 2020 and 2019, and amounts relating to the interim periods included in the
accompanying notes to the interim condensed consolidated financial statements are unaudited. The
unaudited interim financial statements have been prepared on the same basis as the audited consolidated
financial statements, and in management’s opinion, includes all adjustments, consisting of only normal
recurring adjustments, necessary for the fair presentation of the Company’s condensed consolidated
balance sheet as of September 30, 2020, and its results of operations for the three and nine months ended
September 30, 2020 and 2019, and cash flows for the nine months ended September 30, 2019 and 2020.
The results for the three and nine months ended September 30, 2020, are not necessarily indicative of the
results expected for the fiscal year or any other periods. These interim financial statements should be read
in conjunction with the Company’s consolidated financial statements and related notes for the fiscal year
ended December 31, 2019.
Recently Issued Accounting Standards
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This ASU requires a lessee to
recognize in the statement of financial position a liability to make lease payments (the lease liability) and
a right-to-use asset representing its right to use the underlying asset for the lease term. This ASU is
effective for public and private companies’ fiscal years beginning after December 15, 2018, and
December 15, 2021, respectively, with early adoption permitted. The Company expects to adopt ASU
2016-02 under the private company transition guidance beginning January 1, 2022, and is currently
evaluating the impact on the Company’s consolidated financial statements.
In June 2016, the FASB issued ASU 2016-13, Financial instruments — Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments, and subsequent related ASUs, which amends the
guidance on the impairment of financial instruments by requiring measurement and recognition of
expected credit losses for financial assets held. This ASU is effective for public and private companies’
fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2019, and
December 15, 2022, respectively. The Company expects to adopt ASU 2016-13 under the private
company transition guidance beginning January 1, 2023, and is currently evaluating the impact on the
Company’s consolidated financial statements.
In August 2018, the FASB issued ASU 2018-15, Intangibles — Goodwill and Other — Internal-Use
Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud
Computing Arrangement That Is a Service Contract (“ASU 2018-15”). The intent of this pronouncement
is to align the
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requirements for capitalizing implementation costs incurred in a cloud computing arrangement that is a
service contract with the requirements for capitalizing implementation costs incurred to develop or obtain
internal-use software as defined in ASC 350-40. Under ASU 2018-15, the capitalized implementation
costs related to a cloud computing arrangement will be amortized over the term of the arrangement and all
capitalized implementation amounts will be required to be presented in the same line items of the
financial statements as the related hosting fees. ASU 2018-15 is effective for public and private
companies’ fiscal years beginning after December 15, 2019, and December 15, 2020, respectively, and
interim periods within those fiscal years, with early adoption permitted. The Company expects to adopt
ASU 2018-15 under the private company transition guidance beginning January 1, 2021, and is currently
evaluating the impact on the Company’s consolidated financial statements.
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the
Accounting for Income Taxes (“ASU 2019-12”). ASU 2019-12 removes certain exceptions to the general
principles in Topic 740 and clarifies and amends existing guidance to improve consistent application.
ASU 2019-12 will be effective for public entities for interim and annual periods beginning after
December 15, 2020, with early adoption permitted. ASU 2019-12 will be effective for private entities for
annual periods beginning after December 15, 2021, and interim periods beginning after December 15,
2020, with early adoption permitted. The Company expects to adopt ASU 2019-12 under the private
company transition guidance beginning January 1, 2022, and is currently assessing the impact the
guidance will have on the Company’s consolidated financial statements.
In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848)–Facilitation of the
Effects of Reference Rate Reform on Financial Reporting (“ASU 2020-04”). The amendments in ASU
2020-04 provide optional expedients and exceptions to contracts, hedging relationships, and other
transactions that reference LIBOR or another reference rate expected to be discontinued due to reference
rate reform if certain criteria are met. The expedients and exceptions provided by the amendments do not
apply to contract modifications made and hedging relationships entered into or evaluated after December
31, 2022. The amendments in this update are elective and are effective upon issuance for all entities. This
guidance is optional and may be elected over time as reference rate reform activities occur. The Company
is currently evaluating the impact of this guidance. However, the impact of this ASU is not expected to be
material as the Company is not party to any contracts referencing LIBOR that extend past its expected
discontinuation.

2.

CAPITALIZED WEBSITE AND INTERNAL-USE SOFTWARE COSTS, NET
Capitalized website and internal-use software development costs consist of the following (in thousands):
As of
September 30,
2020

Capitalized website domain costs – nonamortizable
Capitalized website and internal-use software development costs –
amortizable

$

Less: accumulated amortization
Capitalized website and internal-use software development costs, net

$

385

As of
December 31,
2019

$

385

16,120

12,891

(10,129)

(7,597)

6,376

$

5,679

Amortization of capitalized software development costs is included in depreciation and amortization in
the condensed consolidated statement of operations and comprehensive loss and amounted to $0.9 and
$0.7 million for the three months ended September 30, 2020 and 2019, respectively, and $2.5 million and
$1.9 million for the nine months ended September 30, 2020 and 2019, respectively.
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ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
Accrued expenses and other current liabilities consist of the following (in thousands):
As of
September 30,
2020

Liability for vehicles acquired under OEM program

$

5,287 $

As of
December 31,
2019

—

Accrued payroll related costs

3,491

1,083

Provision for DMV refunds

1,066

1,036

Accrued sales taxes

1,698

1,691

554

269

2,317

1,875

14,413 $

5,954

Common stock subject to repurchase liability, current
Other accrued expenses
Total accrued expenses and other current liabilities

$

In November 2019, the Company entered into an arrangement with an original equipment manufacturer
(“OEM”) to sell vehicles sourced locally through the trade-in program of the OEM on the Company’s
platform. Under the terms of the arrangement, the Company has the option to provisionally accept any
trade-ins based on information provided by the OEM. The Company transports any accepted vehicles to
its inspection and reconditioning center where Shift inspects the vehicle and makes a final purchasing
decision regarding the vehicle. Any rejected vehicles are sent to wholesale auction facilities at Shift’s
expense, at which point Shift has no further obligations to the automaker for the rejected vehicle. The
Company records inventory received under the arrangement with the OEM equal to the amount of the
liability due to the OEM to acquire such vehicles. The liability due to the OEM provider for such acquired
vehicles is equal to the OEM’s original acquisition price plus 50% of excess estimated sales price over
this original acquisition price.
4.

BORROWINGS
SBA PPP Loan
On April 22, 2020, the Company, through Shift Technologies, Inc., and its wholly owned subsidiary, Shift
Operations LLC, obtained loans under the Paycheck Protection Program (the “PPP Loans”) with an
outstanding principal amount of $6.1 million. The PPP Loans were made through Newtek Small Business
Finance (SBA or the “Lender”), and the Company entered into two U.S. Small Business Administration
Paycheck Protection Program Notes (the “Agreements”) with the Lender evidencing the PPP Loans.
The term of each the PPP Loan is two years. Interest will accrue on the outstanding principal balances of
the PPP Loans at a fixed rate of 1.0%, which shall be deferred for the first nine months of the term of the
PPP Loans. Monthly payments will be due and payable beginning in October 2020 and continue each
month thereafter until maturity of the PPP Loans. The Company may prepay principal of the PPP Loans at
any time in any amount without penalty.
The Company accounts for the PPP Loans as debt and the balance of $6.1 million at September 30, 2020
is recorded within other noncurrent liabilities.
In conjunction with closing of the Merger in October 2020, the Company repaid the outstanding balance
and any accrued interest on the PPP Loans in full. See Note 12 for subsequent events.
Flooring Line of Credit
During 2018, the Company entered into a flooring line of credit facility with U.S. Bank National
Association (“US Bank”), with the proceeds from such arrangement available to finance the purchase of
vehicles. The FLOC initially allowed for a $30.0 million commitment of advances, whereby the Company
may borrow, prepay, repay and reborrow the advances. Advances may be prepaid in part or in full at any
time without
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BORROWINGS (cont.)
charge, penalty or premium. On September 29, 2020, the loan and security agreement expiration date was
amended from September 30, 2020 to December 31, 2020. The outstanding balance of the LOC was $20.5
million and $16.2 million as of September 30, 2020 and December 31, 2019, respectively.

5.

STOCKHOLDERS’ EQUITY
Series D Convertible Preferred Stock
In February 2019, the Company completed an additional closing of the Series D convertible preferred
stock and issued 4,555,805 shares at $1.2731 per share for gross $5.8 million.
Exchange of Common Stock for Series D Convertible Preferred Stock
In February 2019, the Company approved the sale of up to an aggregate of 5,000,000 shares of common
stock (the “Secondary Shares”) by certain holders of common stock to certain existing or new investors in
the Company at a price per share of $1.2731, equal to the original issuance price of the Series D preferred
stock. Concurrent with this approval, the Company also approved the exchange of such Secondary Shares
for shares of Series D convertible preferred stock pursuant to the terms and conditions of the stock
exchange agreement to be entered into by the Company and the holders of the Secondary Shares. Up to
5,000,000 shares of the Series D convertible preferred stock are reserved for issuance pursuant to the
terms of an exchange agreement.
During the nine-month period ended September 30,2019, certain employee stockholders completed
secondary sales of 3,464,706 shares of common stock of the Company to new and existing investors.
During the same period, the Company issued 3,464,706 shares of Series D convertible preferred stock in
exchange for common stock. The Company recognized $4.7 million in non-cash compensation expense,
$1.6 million in payroll tax liabilities and an increase to additional paid-in-capital, which was computed as
the difference between the fair value of Series D convertible preferred stock and common stock at the
time of exchange of shares.
Warrant and Commercial Agreements
In September 2018, the Company entered into a warrant agreement (the “Warrant Agreement”) and a
commercial agreement for Milestone 1 with Lithia and granted Lithia a warrant to purchase 86,661,588
shares of common stock at an exercise price of $0.01 per share (the “Warrant Shares”). The Warrant
Shares shall vest and become exercisable in six separate tranches of 14,443,598 shares each. Vesting and
exercisability is dependent upon the achievement of the Milestones, as defined below. While the Warrant
Agreement establishes general vesting terms for each of the six Milestones, each of the six Milestones
contains substantive service or performance requirements, and were non-binding as neither the Company
nor Lithia were obligated to perform until the commercial agreement associated with each Milestone was
executed.
Two tranches of 14,443,598 Warrant Shares shall each vest and become immediately exercisable upon the
achievement of each of Milestone 1 and Milestone 2. The remaining four tranches of 14,443,598 Warrant
Shares each shall vest and become exercisable on January 12, 2020 (the “Vesting Cliff Date”), provided
that Milestone 3, Milestone 4, Milestone 5 and Milestone 6 have been achieved prior to such date. If such
Milestone has not been achieved by the Vesting Cliff Date, such 14,443,598 Warrant Shares shall vest and
become immediately exercisable upon the achievement of such Milestone. Any unvested Warrant Shares
that have not vested by June 12, 2020 (the “Vesting Termination Date”), the Warrant shall automatically
terminate with respect to any Warrant Shares which have not become exercisable as of the Vesting
Termination Date. All Warrant Shares vested in January 2020.
•

Milestone 1 — the Company, with Lithia’s assistance, enters into acceptable credit facilities
with access to asset-based used vehicle floorplan financing.
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•

Milestone 2 — the Company and Lithia enter into a data sharing commercial agreement
whereby Lithia agrees to transfer certain historical transaction and inventory data to the
Company.

•

Milestone 3 — the Company and Lithia enter into a lease and services agreement whereby
Lithia will make available at least one of its locations for the Company’s use as a
storage/reconditioning/retail delivery center.

•

Milestone 4 — the Company and Lithia enter into a lease and services agreement whereby
Lithia will make available at least three of its locations for the Company’s use as a
storage/reconditioning/retail delivery center.

•

Milestone 5 — the Company and Lithia enter a commercial agreement whereby Lithia agrees
to use commercially reasonable best efforts to help the Company secure and maintain access
to finance and insurance products on par with a typical Lithia store.

•

Milestone 6 — the Company and Lithia entering into a commercial agreement where Lithia
will purchase mutually-agreed upon vehicles from the Company in a minimum of three
existing Lithia markets.

2018 Milestones
The commercial agreement agreed to with Lithia in September 2018 was entered into concurrently with
arrangements that provide for Lithia’s guarantee of the flooring line of credit for a three-year period and
the provision by Lithia for the delayed draw facility. The Company determined that there was significant
value in the terms received related to both the guarantee and delayed draw facility, for which the
Company transferred the warrants identified in Milestone 1 as compensation. Accordingly, upon entering
into the arrangements, the Company measured the fair value of the guarantee received at $9.1 million and
the fair value of the delayed draw facility at $5.7 million. Further the Company measured the fair value of
the warrants to be transferred to Lithia in exchange for Milestone 1 at $4.2 million. The fair value of the
guarantee is treated as a deferred borrowing cost associated with the flooring line of credit and is included
within deferred borrowing costs on the condensed consolidated balance sheet. The deferred loan
commitment cost of $5.7 million is being amortized over the four-year loan commitment period, which
resulted in interest expense of $333 thousand during the three month periods ending September 30, 2020
and 2019, and $1.0 million and $832 thousand during the nine months ended September 30, 2020 and
2019, respectively.
The warrants issued with Milestone 1 were determined to be liability classified, subject to remeasurement,
and are recorded within other non-current liabilities on the condensed consolidated balance sheet as of
September 30, 2020, and December 31, 2019. The Company recorded a remeasurement gain of $0.1
million and a loss of $0.1 million to interest and other income during the three and nine months ended
September 30, 2019, respectively. The Company recorded a remeasurement loss of $0.6 million and $6.2
million to interest and other expense during the three and nine months ended September 30, 2020.
Milestone 3 was achieved in December 2018 and the Company recorded the release of the corresponding
warrant shares at the then fair value of $4.2 million. The warrants issued with Milestone 3 were
determined to be liability classified and are subject to remeasurement, and at December 31, 2018, were
recorded within other non-current liabilities on the condensed consolidated balance sheet. At initial
recognition of the liability, the fair value of the warrants was determined to be compensation in the form
of a lease commission fee which was expensed during 2018 in its entirety to selling, general, and
administrative expenses on the consolidated statement of operations and comprehensive loss. On January
1, 2019, the Company adopted ASU 2018-07, and reclassified the fair value of Milestone 3 warrants of
$3.9 million from liability to equity and in turn, the balance is no longer subject to remeasurement after
the date of adoption.
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2019 Milestones
Prior to 2019, the Company had generated an immaterial amount of sales from Lithia. Beginning in 2019,
the Company began to generate more substantial sales with Lithia. As Lithia is a customer, the Company
assessed the warrants as consideration payable to a customer under ASC 606.
During the three quarters of 2019, the Company entered into agreements related to Milestone 2 and 4 that
contractually obligated both the Company and Lithia to perform and, upon signing the relevant
agreement, Lithia earned the related warrants. The Company determined that the grant date fair value for
the cumulative equity-classified warrants earned related to Milestones 2 and 4 was $9.2 million. For each
of the Milestones, the Company considered whether it received distinct goods or services for which it
could reasonably estimate the fair value. For Milestone 2, The Company determine that historical data
received from Lithia provided an immediate benefit to the Company. The Company concluded that the
data represented a distinct good or service. The estimated fair value of such benefit of $2.2 million which
was recorded immediately to selling, general, and administrative expenses on the condensed consolidated
statement of operations and comprehensive loss. For Milestone 4, the Company received an immaterial
amount of distinct goods or services associated with securing the leased space and provisioning of
infrastructure so the Company could sell to Lithia in certain markets. Of the remaining value associated
with the warrants, $4.1 million was recorded as a reduction to revenue for the first and third quarters from
Lithia, $2.7 million as a deferred cost recorded to noncurrent assets, and $0.5 as a noncurrent liability to
recognize further constraint under the assumption that warrant value could have increased in the third
quarter of 2019. The Company considered the appropriate treatment for the remaining $0.7 million of
value associated with the warrants. The Company determined that it was appropriate to recharacterize
such amount that exceeded the cumulative revenue recognized as an expense as the arrangements with
Lithia do not provide the Company with an exclusive right to sell cars to Lithia and Lithia has no
minimum purchase commitment. Accordingly, the Company recorded $0.7 million to selling, general and
administrative expenses during the three months ended September 30, 2019.
In connection with the negotiations related to Milestone 5, Lithia facilitated an agreement with
Automotive Warranty Services (“AWS”) to sell and market AWS’s service plans, whereby the Company
receives commission rates from AWS of comparable terms to those received by Lithia. In substance the
Company paid Lithia, in the form of Warrant Shares, to make an upfront payment to Company’s
customers on behalf of the Company as the Company achieved favorable pricing from AWS. The benefits
of this agreement were guaranteed by Lithia for an initial term of five years commencing on the signing
date of the agreement. Such arrangement was the first of a number of agreements to be entered into under
the terms of Milestone 5, see further discussion below. During the first quarter of 2019, the estimated fair
value of the in substance upfront payment to AWS of $2.8 million was recorded, with an offsetting entry
recorded to additional paid-in capital, representing a capital transaction with a related party.
Milestone 5 was met in October 2019 and the Company recorded these warrants to additional paid-in
capital based on a fair value of $4.3 million. Milestone 5 was achieved after a mutual signed agreement
was entered into evidencing that Lithia provided commercially best efforts to help the Company secure
and maintain access to four finance and insurance products on par with a typical Lithia store. The fair
value of the in substance upfront payment, other than the $2.8 million for AWS discussed above, was
$351 thousand and was recorded to other non-current assets on the condensed consolidated balance sheet.
The combined asset recorded of $3.2 million is subject to amortization over a five-year expected period of
benefit. During the three and nine months ended September 30, 2020, the Company amortized $159
thousand and $478 thousand, respectively, of the asset as a reduction to finance and insurance sales, which
is recorded within other revenues on the condensed consolidated statement of operations and
comprehensive loss. During the three and nine months ended September 30, 2019, the Company
amortized $142 thousand and $425 thousand, respectively, of the asset as a reduction to finance and
insurance sales. As of September 30, 2020 and December 31, 2019, the remaining asset, net of
amortization, was $2.0 million and $2.5 million, respectively.
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During the three and nine months ended September 30, 2020, the Company recognized a loss of $6.2
million related to a remeasurement of the warrants related to Milestone 1.
Convertible Preferred Stock
The authorized, issued and outstanding shares of the convertible preferred stock and liquidation
preferences were as follows (in thousands, except share numbers):
Authorized
Shares

Outstanding
Shares

Net Carrying
Value

Liquidation
Preference

Series
As of September 30, 2020:
Series D

83,548,425

82,013,123 $

100,624 $

104,411

Series C-1

20,898,641

20,898,641

9,902

10,000

Series C

97,093,162

94,409,932

37,834

38,000

Series B

27,305,081

27,305,081

49,862

10,990

Series A

29,475,670

29,475,670

25,343

11,864

Series FF
Total

1,134,654
259,455,633

1,134,654
255,237,101 $

66
223,631 $

—
175,265

Common Stock
The Company’s reserved shares of common stock for future issuance as of September 30, 2020, are as
follows:

Series D convertible preferred stock

82,013,123

Series C-1 convertible preferred stock

20,898,641

Series C convertible preferred stock

94,409,932

Series B convertible preferred stock

27,305,081

Series A convertible preferred stock

29,475,670

Series FF convertible preferred stock

1,134,654

Options to purchase common stock

36,845,947

Shares available for future option grants

5,693,870

Warrants to purchase Series C stock

2,111,801

Warrants to purchase common stock

86,815,048

Total
6.

386,703,767

STOCK-BASED COMPENSATION PLANS
The Company has the 2014 Stock Incentive Plan (the “Plan”) that provides for the grant of stock options,
restricted stock, and other awards based on common stock of the Company. The maximum number of
shares of the Company’s Common Stock that may be subject to awards under the Plan was 66,726,457 as
of September 30, 2020, subject to adjustment in accordance with the terms of the Plan. The Company had
an aggregate of 5,693,870 shares of Common Stock available for future grants under the Plan as of
September 30, 2020.
Generally, options under the Plans vest and become exercisable ratably over periods ranging from three to
four years, with one-year cliff vesting, based on their individual grant dates, subject to continued
employment on the applicable vesting dates, and expire within ten years from the date of grant. Options
are granted at prices not less than the fair market value of the Company’s Common Stock on the date of
grant.
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Activity related to employee and nonemployee stock options issued under the Plan during the nine months
ended September 30, 2020, is set forth below:
Weighted
Average
Exercise
Price

Number of
Shares

As of December 31, 2019

40,551,940

Granted

$

Weighted
Average
Remaining
Contractual
Life (Years)

0.27

8.97

8,732,570

0.50

9.91

Exercised

(7,010,503)

0.29

7.52

Forfeited

(5,301,065)

0.27

(126,995)

0.29

Cancelled (expired)
As of September 30, 2020
Vested and expected to vest as of September 30,
2020

36,845,947
36,845,947

Exercisable as of September 30, 2020

36,845,947

$

0.32

8.49

0.32

8.49

0.32

8.49

The weighted-average fair values of options granted during the three months ended September 30, 2020
and 2019, was $0.37 and $0.124. The weighted-average fair values of options granted during the nine
months ended September 30, 2020 and 2019, was $0.196 and $0.123, respectively.
Stock-Based Compensation Expense
For the three months ended September 30, 2020 and 2019, the Company recorded aggregate stock-based
compensation expense of $755 thousand and $718 thousand, respectively. For the nine months ended
September 30, 2020 and 2019, the Company recorded aggregate stock-based compensation expense of
$1.5 million and $1.1 million, respectively. For the three months ended September 30, 2020 and 2019, the
Company capitalized $62 thousand and $131 thousand, respectively, of stock-based compensation
expense to capitalized website and internal-use software. For the nine months ended September 30, 2020
and 2019, the Company had capitalized $182 thousand and $243 thousand, respectively, of stock-based
compensation expense to capitalized website and internal-use software.
As of September 30, 2020, there was $3.6 million of unrecognized stock-based compensation expense
that is expected to be recognized over a weighted-average period of 1.12 years.
The range of assumptions used in the Black-Scholes model for the valuation of stock options during the
three and nine months ended September 30, 2020 and 2019, are as follows:
Three Months Ended
September 30,
2020

Expected volatility

Nine Months Ended
September 30,

2019

2020

2019

54.83 – 57.49% 41.05 – 41.59% 52.22 – 57.49% 38.22 – 41.60%

Risk-free interest rate

0.28 – 0.40%

1.52 – 1.88%

0.28 – 0.62%

1.52 – 2.59%

Expected term (years)

4.99 – 6.08

5.66 – 6.25

4.99 – 6.07

5.27 – 6.25

0%

0%

0%

0%

Dividend yield

Common Stock Subject to Repurchase Related to Early Exercised Options
The Company typically allows employees to exercise options prior to vesting. Upon termination of
service of an employee, the Company has the right to repurchase at the original purchase price any nonvested but issued common shares. Accordingly, such early exercises are not substantive for accounting
purposes. The consideration received for an exercise of an option is considered to be a deposit of the
exercise price, and the related dollar amount is recorded as a liability. The liability is reclassified into
additional paid-in capital on a
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ratable basis as the award vests. During the three and nine months ended September 30, 2020, $476
thousand and $605 thousand, respectively, was recorded to additional paid in capital related to the vesting
of awards that were previously early exercised. During the three and nine months ended September 30,
2019, $47 thousand and $173 thousand, respectively, was recorded to additional paid in capital related to
the vesting of awards that were previously early exercised.
As of September 30, 2020, the Company has recorded a liability of $881 thousand relating to 3,598,034
options that were exercised and are non-vested.
A summary of the status of the Company’s non-vested shares and changes during the nine months ended
September 30, 2020, is presented below:
As of
September 30,
2020

Non-vested as of December 31, 2019

3,189,364

Exercises

6,981,441

Repurchased

(72,646)

Vested

(6,500,125)

Non-vested as of September 30, 2020
7.

3,598,034

RELATED PARTY TRANSACTIONS
Sales with Related Party
In December 2018, the Company agreed to sell cars to Lithia under a one-sided marketplace (“OSM”)
program whereby the Company acquires cars from various sources in Oxnard, Salem and Fresno markets
and sells directly and solely to Lithia. In July 2019, the Salem OSM ceased operations.
The Company invoices Lithia based on the purchase price of the car plus an agreed upon margin by
location. During the three and nine months ended September 30, 2020, the Company recognized
approximately $2.2 million and $3.7 million, respectively, of sales from the OSM agreement with Lithia.
During the three and nine months ended September 30, 2019, the Company recognized approximately
$2.2 million and $6.1 million, respectively, of sales from the OSM agreement with Lithia. The 2019 sales
were subject to a contra-revenue adjustment and were fully eliminated following the guidance related to
consideration payable to a customer. During the three and nine months ended September 30, 2019, the
Company recognized contra-revenue of $2.2 million and $6.1 million, respectively. There was no contrarevenue adjustment in 2020.
Other than sales made through OSM locations, the Company also sells used cars to Lithia using a pricing
algorithm as a basis for sales price. During the three and nine months ended September 30, 2019, the
Company had sales of approximately $0.7 million. The revenues were subject to contra-revenue
adjustment and fully eliminated following the guidance related to consideration payable to a customer.
There was no such revenue during the nine months ended September 30, 2020.
Accounts Receivable from Related Party
As of September 30, 2020, and December 31, 2019, the Company has $711 thousand and $335 thousand,
respectively, in outstanding accounts receivables from Lithia, which is comprised of $657 thousand and
$313 thousand, respectively, in vehicle sales and $54 thousand and $22 thousand, respectively, in
commissions based on the number of loan contracts booked with US bank. The Company operates under
Lithia’s master agreement with US Bank where the collections pass through Lithia.
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7.

RELATED PARTY TRANSACTIONS (cont.)
Lease Agreements
In December 2018 and July 2019, pursuant to Milestones 3 and 4 discussed in Note 5, the Company and
Lithia entered into license and services agreements that govern the Company’s access to and utilization of
reconditioning, offices and parking spaces at the Riverside, Concord, and Portland facilities of Lithia,
respectively. The Concord agreement is no longer in use and the Portland agreement expires on October
12, 2021, with automatic 12 months renewal subject to terms and conditions of the agreement. During the
three and nine months ended September 30, 2020, total costs related to these agreements were
approximately $32 thousand and $92 thousand, respectively, and were expensed to selling, general and
administrative expenses on the condensed consolidated statement of operations and comprehensive loss.
The comparable costs during the three and nine months ended September 30, 2019, were approximately
$31 thousand and $140 thousand, respectively.
Flooring Line of Credit Guarantee
In February 2019, the Company entered into a guarantee agreement with Lithia. The interest rate is 1.50%
per annum based on a daily outstanding flooring line of credit and is payable monthly to Lithia. For the
three and nine months ended September 30, 2020, the Company recorded $37 thousand and $114
thousand, respectively, to interest expense on the condensed consolidated statement of operations and
comprehensive loss. The comparable costs during the three and nine months ended September 30, 2019,
were approximately $88 thousand and $292 thousand, respectively.
Delayed Draw Term Loan Agreement
The Company drew down $12.5 million on December 27, 2019, in accordance with the Delayed Draw
Term Loan (“DDTL”) agreement. On July 2, 2020, an additional $12.5 million was drawn down. As of
September 30, 2020, $25.0 million remains outstanding and classified within related party long term note,
net, noncurrent on the condensed consolidated balance sheet, net of unamortized deferred borrowing costs
associated with the fair value of the loan guarantee of $3.0 million. For the three and nine months ended
September 30, 2020, the Company recorded $333 thousand and $1.0 million, respectively, to interest
expense on the condensed consolidated statement of operations and comprehensive loss. Refer to Note 5
for further discussion regarding the deferred borrowing costs.
Accounts Payable Due to Related Party
As of September 30, 2020, payables and accruals to Lithia consisted of $528 thousand, comprised
primarily of consulting services and various other costs.

8.

COMMITMENTS AND CONTINGENCIES
Lease Agreements
The Company is a tenant under various operating leases with third parties, including leases of office
facilities and parking/vehicle storage locations. These lease agreements are under noncancelable leases
and expire at various dates, ranging from 2020 and extending through 2025.
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8.

COMMITMENTS AND CONTINGENCIES (cont.)
The Company records rent expense on a straight-line basis over the term of the lease. Rent expense was
$1.4 million and $2.0 million for the three months ended September 30, 2020 and 2019, respectively, and
$4.1 million and $5.5 million for the nine months ended September 30, 2020 and 2019, respectively, and
is recorded within selling, general, and administrative expenses on the condensed consolidated statement
of operations and comprehensive loss. Future minimum lease payments under non-cancellable operating
leases in effect as of September 30, 2020, were as follows (in thousands):

Three months ended December 31, 2020

$

1,474

Year ended December 31, 2021

5,604

Year ended December 31, 2022

4,462

Year ended December 31, 2023

4,035

Year ended December 31, 2024

2,759

Year ended December 31, 2025

1,865

Total minimum lease payments

$

20,199

Litigation
The Company may be subject to legal proceedings and claims that arise in the ordinary course of
business. Management is not currently aware of any matters that will have a material effect on the
financial position, results of operations, or cash flows of the Company.
9.

SEGMENT INFORMATION
The Company currently is organized into two reportable segments: Retail and Wholesale. The Retail
segment represents retail sales of used vehicles through the Company’s ecommerce platform and fees
earned on sales of value-added products associated with those vehicles sales such as vehicle service
contracts, guaranteed asset protection waiver coverage, prepaid maintenance plans, and appearance
protection plans. The Wholesale segment represents sales of used vehicles through wholesale auctions or
directly to a wholesaler (“DTW”).
No operating segments have been aggregated to form the reportable segments. The Company determined
its operating segments based on how the chief operating decision maker (“CODM”) or decision-making
group, reviews the Company’s operating results in assessing performance and allocating resources. The
CODM is the Co-Chief Executive Officers. The CODM reviews revenue and gross profit for each of the
reportable segments. Gross profit is defined as revenue less cost of sales incurred by the segment. The
CODM does not evaluate operating segments using asset information as these are managed on an
enterprise wide group basis. Accordingly, the Company does not report segment asset information. During
the three and nine months ended September 30, 2020 and 2019, the Company did not have sales to
customers outside the United States. As of September 30, 2020 and December 31, 2019, the Company did
not have any assets located outside of the United States.
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9.

SEGMENT INFORMATION (cont.)
Information about the Company’s reportable segments are as follows (in thousands):
Three Months Ended September 30, 2020
Retail

Revenue from external customers

$

Wholesale

Consolidated

50,522 $

9,392 $

59,914

3,642

84

3,726

Segment gross profit

Three Months Ended September 30, 2019
Retail

Revenue from external customers

$

Wholesale

37,868 $

7,989

1,739

(2,591)

Segment gross profit (loss)

Consolidated

$

45,857
(852)

Nine Months Ended September 30, 2020
Retail

Revenue from external customers

$

Wholesale

Consolidated

101,803 $

20,504 $

122,307

8,451

2,190

10,641

Segment gross profit (loss)

Nine Months Ended September 30, 2019
Retail

Revenue from external customers

$

Wholesale

115,272 $

23,612

6,217

(7,265)

Segment gross profit

Consolidated

$

138,884
(1,048)

The reconciliation between reportable segment gross profit (loss) to consolidated loss before provision for
income taxes is as follows (in thousands):
Three Months Ended
September 30,
2020

Segment gross profit (loss)

$

Selling, general and administrative expenses

3,726
(24,030)

$

(852) $

2020

10,641

2019

$

(1,048)

(16,204)

(52,109)

(54,236)

Depreciation and amortization

(1,181)

(888)

(3,258)

(2,184)

Interest expense

(1,256)

(1,463)

(3,901)

(4,136)

(6,017)

1,642

Interest income and other income (expense)
Loss before provision for income taxes
10.

2019

Nine Months Ended
September 30,

(579)
$

(23,320)

427

$ (18,980) $ (54,644) $

(59,962)

NET LOSS PER SHARE
The following table sets forth the computation of basic and diluted net loss per share attributable to
common stockholders:

(in thousands, except share and per share
amounts)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2020

2020

2019

2019

Net loss attributable to common
stockholders
$
(23,320) $
(18,980) $
(54,644) $
(59,962)
Weighted-average number of shares
outstanding used to compute net loss per
share attributable to common
stockholders, basic and diluted
36,457,891
34,333,276
34,851,966
35,063,135
Net loss per share attributable to common
stockholders, basic and diluted
$
(0.64) $
(0.55) $
(1.57) $
(1.71)
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10.

NET LOSS PER SHARE (cont.)
The following potentially dilutive shares were not included in the calculation of diluted shares outstanding
for the periods presented as the effect would have been anti-dilutive:
As of
September 30,
2020

Redeemable convertible preferred stock

255,237,101

Warrants

88,926,849

88,926,849

Stock options

36,845,947

41,481,429

777,602

758,850

381,787,499

386,404,229

Restricted stock awards
Total
11.

2019

255,237,101

INCOME TAXES
The Company did not record a provision or benefit for income taxes during the three and nine months
ended September 30, 2020 and 2019. The Company continues to maintain a full valuation allowance for
its net U.S. federal and state deferred tax assets. See Note 1 for discussion of the tax effects of the CARES
Act.

12.

SUBSEQUENT EVENTS
The Company has evaluated subsequent events for financial statement purposes occurring through
November 16, 2020, the date these condensed consolidated financial statements are available to be issued.
On October 13, 2020, the Company completed the Merger transaction as discussed in Note 1, which
provides the Company with approximately $342 million of gross cash proceeds. On October 14, 2020, the
Company’s shares of Class A common stock began trading on the Nasdaq under the ticker symbol “SFT”
and warrants under ticker symbol “SFTTW.”
The Merger will be accounted for as a reverse recapitalization in accordance with U.S. GAAP. Under this
method of accounting, INSU, who is the legal acquirer will be treated as the “acquired” company for
financial reporting purposes and Shift will be treated as the accounting acquirer. As a result of the Merger,
each outstanding share of the Company’s common stock, will convert into newly issued shares of INSU’s
Class A common stock, as calculated pursuant to the terms of the Merger Agreement.
Concurrent with the closing of merger, the Company repaid the outstanding principal and interest of $6.1
million related to the PPP Loans outstanding as of September 30, 2020. Refer to Note 4 for additional
information regarding the PPP Loans.
On November 10, 2020, the Company repaid the outstanding principal and interest of $25.0 million
related to the Delayed Draw Term Loan outstanding as of September 30, 2020. Refer to Note 7 for
additional information regarding this Loan.
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To the Stockholders and the Board of Directors of Shift Technologies, Inc.
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of Shift Technologies, Inc. and subsidiaries (the
“Company”) as of December 31, 2019 and 2018, the related consolidated statements of operations and
comprehensive loss, convertible preferred stock and stockholders’ deficit, and cash flows for each of the three
years in the period ended December 31, 2019, and the related notes (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2019, in conformity with accounting principles
generally accepted in the United States of America.
Going Concern
The accompanying financial statements have been prepared assuming that the Company will continue as a
going concern. As discussed in Note 2 to the financial statements, the Company has suffered recurring losses
from operations, accumulated deficit, and cash outflows from operating activities that raise substantial doubt
about its ability to continue as a going concern. Management’s plans regarding these matters are also described
in Note 2. The financial statements do not include any adjustments that might result from the outcome of this
uncertainty.
Change in Accounting Principle
As discussed in Note 2 to the financial statements, the Company has changed its method of accounting for
share-based payment transactions for acquiring goods and services from non-employees in 2019 due to the
adoption of Financial Accounting Standards Board Accounting Standards Update 2018-07, Compensation —
Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based Payment Accounting.
Basis for Opinion
These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to
be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB and in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain
an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion.
Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made
by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.
/s/ DELOITTE & TOUCHE LLP
San Francisco, California
July 16, 2020
We have served as the Company’s auditor since 2018.
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(in thousands, except share and per share amounts)
December 31,
2019

2018

ASSETS
Current assets:
Cash and cash equivalents

$

Restricted cash

42,976

$

—

Accounts receivable, net
Inventory
Prepaid expenses and other current assets

71,395
367

1,839

4,077

18,198

43,072

1,899

1,273

Total current assets

64,912

120,184

Property and equipment, net

2,120

939

Capitalized website and internal use software costs, net

5,679

3,222

Restricted cash, noncurrent

1,600

330

Deferred borrowing costs

5,184

13,378

Other noncurrent assets

3,274

666

Total assets

$

82,769

$

138,719

$

1,967

$

5,152

LIABILITIES, CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Flooring line of credit
Total current liabilities

5,954

6,108

16,245

27,385

24,166

38,645

Related party long term note, net, noncurrent

8,505

—

Warrants liability

4,810

8,869

Other noncurrent liabilities
Total liabilities

1,954

13

39,435

47,527

223,631

213,461

Commitment and contingencies (Note 10)
Convertible preferred stock – par value $0.0001 per share; 259,455,633 and
254,455,633 shares authorized at December 31, 2019 and 2018,
respectively; 255,237,101, and 247,216,590 shares issued and outstanding
at December 31, 2019 and 2018, respectively; (liquidation preference of
$175,265 and $165,054 at December 31, 2019 and 2018 respectively)
Stockholders’ deficit:
Common stock – par value $0.0001 per share; 435,000,000 and
403,177,000 shares authorized at December 31, 2019 and 2018,
respectively; 37,432,555 and 39,878,225 shares issued and outstanding
at December 31, 2019 and 2018, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ deficit
Total liabilities, convertible preferred stock and stockholders’ deficit

$

3

3

34,997

12,542

(215,297)

(134,814)

(180,297)

(122,269)

82,769

$

The accompanying notes are an integral part of these consolidated financial statements.
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Year Ended December 31,
2019

2018

2017

Revenue
Ecommerce revenue – net

$

Other revenue
Wholesale vehicle revenue
Total revenue
Cost of sales
Gross profit

135,277

$

122,889

$

88,870

3,150

2,617

1,931

27,808

6,306

3,737

166,235

131,812

94,538

167,997

126,423

89,999

(1,762)

5,389

4,539

71,860

44,697

28,570

Operating expenses:
Selling, general and administrative expenses
Depreciation and amortization

3,221

2,530

1,567

Total operating expenses

75,081

47,227

30,137

(76,843)

(41,838)

(25,598)

(5,461)

(3,171)

(261)

Loss from operations
Interest expense
Interest and other income
Net loss and comprehensive loss attributable to common
stockholders
Net loss per share attributable to common stockholders,
basic and diluted
Weighted-average number of shares outstanding used to
compute net loss per share attributable to common
stockholders, basic and diluted

1,821

143

213

$

(80,483) $

(44,866) $

(25,646)

$

(2.33) $

(1.71) $

(0.89)

34,579,059

26,172,848

28,718,469

The accompanying notes are an integral part of these consolidated financial statements.
F-57

Table of Contents
SHIFT TECHNOLOGIES INC. AND SUBSIDIARIES
Consolidated Statements of Convertible Preferred Stock and Stockholders’ Deficit
(in thousands, except share and per share amounts)
Convertible
Preferred Stock
Shares
Balance at January 1, 2017
Issuance of Series C convertible
preferred stock, net of issuance
costs of $172
Issuance of common stock upon
exercise of vested options
Issuance of common stock upon
early exercise of options

Common Stock

Amount

Shares

57,915,405 $ 75,271

30,934,965

Additional
Total
Paid in
Accumulated Stockholders’
Amount
Capital
Deficit
Deficit

$

3 $

806

$

(64,302)

$

(63,493)

94,409,932

37,828

—

—

—

—

—

—

—

27,597

—

10

—

10

—

—

205,328

—

—

—

—

Vesting of early exercised options
Repurchase of shares related to early
exercised options
Surrender of shares subject to
restricted stock agreement

—

—

—

—

151

—

151

—

—

(1,017,487)

—

—

—

—

—

—

(585,833)

—

—

—

—

Stock-based compensation

—

—

—

—

255

—

255

Net loss and comprehensive loss

—

—

—

—

—

(25,646)

(25,646)

152,325,337

113,099

29,564,570

3

1,222

(89,948)

(88,723)

—

6

—

—

—

—

—

20,898,641

9,936

—

—

—

—

—

73,992,612

90,420

—

—

—

—

—

—

—

—

—

10,616

—

10,616

—

—

20,662

—

2

—

2

Balance at December 31, 2017
Refund of Series C issuance costs
Issuance of Series C-1 convertible
preferred stock, net of issuance
costs of $64
Issuance of Series D convertible
preferred stock, net of issuance
costs of $3,780
Deemed capital contribution upon
signing of Milestone 1
commercial agreement
(see Note 7)
Issuance of common stock upon
exercise of vested options
Issuance of common stock upon
early exercise of options

—

—

10,358,160

—

—

—

—

Vesting of early exercised options
Repurchase of shares related to early
exercised options
Issuance of shares in exchange for IP
license

—

—

—

—

424

—

424

—

—

(140,167)

—

—

—

—

—

—

75,000

—

6

—

6

Stock-based compensation

—

—

—

—

272

—

272

Net loss and comprehensive loss

—

—

—

—

—

(44,866)

(44,866)

Balance at December 31, 2018
247,216,590
Adoption of ASU 2018-07 (See Note
2)
—

213,461

39,878,225

3

12,542

(134,814)

(122,269)

—

—

—

3,915

—

3,915

(34)

—

—

—

—

—

Additional Series C-1 issuance costs
Issuance of Series D convertible
preferred, net of issuance costs of
$7
Issuance of warrants upon
achievement of milestones
Issuance of common stock upon
exercise of vested options
Issuance of common stock upon
early exercise of options

—
4,555,805

5,793

—

—

—

—

—

—

—

—

—

17,910

—

17,910

—

—

1,226,282

—

157

—

157

—

—

113,793

—

—

—

—

Vesting of early exercised options
Adjustment of vested shares from
recourse promissory note
Repurchase of shares related to early
exercised options

—

—

—

—

98

—

98

—

—

—

—

(107)

—

(107)

—

—

(30)

—

Stock-based compensation
Exchange of common shares for
Series D preferred shares

—

—

3,464,706

4,411

Net loss and comprehensive loss

—

—

Balance at December 31, 2019

255,237,101 $ 223,631

(321,039)

—

—
(3,464,706)
—
37,432,555

1,688

—

1,688

—

(1,176)

—

(1,176)

—

(80,483)

(80,483)

3 $ 34,997

$ (215,297)

$ (180,297)

—
$

The accompanying notes are an integral part of these consolidated financial statements.
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(in thousands)
Year Ended December 31,
2019

2018

2017

$ (80,483)

$ (44,866)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss

$

(25,646)

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

3,221

2,530

1,567

Stock-based compensation expense, including warrant remeasurement
Non-cash expense upon milestone achievement (see Note 7)

1,238

192

205

6,932

4,203

—

Contra-revenue associated with milestones (see Note 7)
Amortization of debt discount

8,467

—

—

4,200

1,916

—

Compensation expense from exchange of common stock

4,825

—

—

2,238

(677)

(1,380)

24,874

(30,689)

(11,942)

Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets

(626)

Other noncurrent assets
Accounts payable
Accrued expenses and other current liabilities
Other noncurrent liabilities
Net cash used in operating activities

(129)

(98)

126

(3,185)

3,464

(162)

254

350

(37)

3,627
93
(208)
1,489
50

(28,209)

(63,713)

(32,145)

Purchases of property and equipment

(1,688)

(852)

(112)

Capitalized website and internal-use software costs

(4,865)

(3,019)

(2,266)

Net cash used in investing activities

(6,553)

(3,871)

(2,378)

CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings under loan and security agreements
Repayment of borrowings under loan and security agreements
Proceeds from delayed draw term loans
Proceeds from convertible promissory notes
Proceeds from flooring line of credit facility (See Note 6)
Repayment of flooring line of credit facility

—

10,000

—

(14,000)

(1,000)

12,500

—

—

—

20,000

—

112,424

37,135

—

(123,564)

Proceeds from issuance of convertible preferred stock

—

(9,750)

5,800

—

84,200

38,000

Issuance costs related to convertible preferred stock

(41)

Proceeds from stock option exercises, including from early exercised options

157

527

17

Repurchase of shares related to early exercised options

(30)

(12)

(120)

Net cash provided by financing activities
Net increase (decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of year
Cash, cash equivalents and restricted cash, end of year

(3,838)

(172)

7,246

124,262

36,725

(27,516)

56,678

2,202

72,092

15,414

13,212

$

44,576

$

72,092

$

15,414

$

1,262

$

1,255

$

255

Vesting of early exercised options

$

98

$

424

$

151

Stock based compensation capitalized to website and internal-use software

$

306

$

80

$

50

Issuance of common shares in exchange for intangible assets

$

—

$

6

$

—

Conversion of convertible promissory notes

$

—

$

20,000

$

—

Capital contribution upon signing of Milestone 1 commercial agreement

$

—

$

10,616

$

—

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES

The accompanying notes are an integral part of these consolidated financial statements.
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DESCRIPTION OF THE BUSINESS
Shift Technologies, Inc. (the “Company”) was incorporated in the State of Delaware on December 9,
2013. The Company conducts its business through its wholly owned subsidiaries Shift Operations, LLC,
and Shift Finance, LLC.
The Company is based in and operates out of San Francisco, California and operates hubs to purchase,
recondition and sell vehicles in San Francisco, Los Angeles, Sacramento, San Diego, and Portland. Shift
operates an innovative platform to make car purchases, car sales and ownership simple. Shift’s innovative
platform, which includes proprietary pricing technology, provides consumers with a digital purchase and
selling experience, and includes offerings throughout the sales cycle, including vehicle pickup and
delivery at a customer’s location.
The Company currently is organized into two reportable segments: Retail and Wholesale. The Retail
segment represents retail sales of used vehicles through the Company’s ecommerce platform and fees
earned on sales of value-added products associated with those vehicles sales such as vehicle service
contracts, guaranteed asset protection waiver coverage, prepaid maintenance plans, and appearance
protection plans. The Wholesale segment represents sales of used vehicles through wholesale auctions or
directly to a wholesaler (“DTW”).

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”).
Principles of Consolidation
The accompanying consolidated financial statements include the accounts of the Company and its wholly
owned subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.
Liquidity
Since inception, the Company has generated recurring losses which has resulted in an accumulated deficit
of $215.3 million as of December 31, 2019. Further, during the year ended December 31, 2019, the
Company had negative operating cash flows of $28.2 million. In order to fund planned operations, the
Company will need to secure additional debt or equity financing. These plans for additional financings are
intended to mitigate the relevant conditions or events that raise substantial doubt about the Company’s
ability to continue as a going concern, however as the plans are outside of Management’s control, the
Company cannot ensure they will be effectively implemented. As a result, substantial doubt exists about
the Company’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued. Failure to secure additional funding may require the Company to
modify, delay, or abandon some of its planned future expansion or development, or to otherwise enact
operating cost reductions available to management, which could have a material adverse effect on the
Company’s business, operating results, financial condition, and ability to achieve its intended business
objectives.
The accompanying consolidated financial statements have been prepared in conformity with U.S. GAAP,
assuming the Company will continue as a going concern and do not include adjustments that might result
from the outcome of this uncertainty. This basis of accounting contemplates the recovery of the
Company’s assets and the satisfaction of liabilities in the normal course.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
expenses during the reporting period. On an ongoing basis, the Company evaluates its estimates and
assumptions, including those related to the valuation of vehicle inventory, capitalized website and
internal-use software development costs, fair value of common stock, warrants, stock-based compensation
and income taxes.
Management bases its estimates on historical experience and various other assumptions that are believed
to be reasonable under the circumstances, the results of which form the basis for making judgments about
the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ materially from those estimates.
Cash and Cash Equivalents
The Company considers all highly liquid investments purchased with an original maturity of three months
or less to be cash equivalents. As of December 31, 2019 and 2018, cash and cash equivalents consisted of
bank deposits, money market placements and demand deposits with payment platforms such as Stripe.
Restricted Cash
The restricted cash includes collateral related to money market instruments with Silicon Valley Bank, a
letter of credit with government agencies and a lease security deposit. As of December 31, 2019 and 2018,
the restricted cash balance was $1.6 million and $0.7 million respectively.
Accounts Receivable, Net
The Company maintains accounts receivable which is recorded net of any allowance for doubtful
accounts. The allowance for doubtful accounts is estimated based upon historical experience, current
economic conditions and other factors and is evaluated periodically. As of December 31, 2019 and 2018,
the allowance for doubtful accounts was $107 thousand and $115 thousand, respectively. Write-offs were
immaterial during the years ended December 31, 2019, 2018 and 2017.
Concentrations of Credit Risk and Other Uncertainties
Financial instruments that potentially subject the Company to concentration of credit risk consist of cash
and cash equivalents and accounts receivable. Substantially all of the Company’s cash and cash
equivalents were deposited in accounts at one financial institution, and account balances may at times
exceed federally insured limits. Management believes that the Company is not exposed to significant
credit risk due to the financial strength of the depository institution in which the cash is held.
Credit risk with respect to accounts receivable is generally not significant due to diversity of the
Company’s customers. The Company routinely assesses the creditworthiness of its customers. The
Company generally has not experienced any material losses related to receivables from individual
customers, or groups of customers during the years ended December 31, 2019, 2018 and 2017. The
Company does not require collateral. Due to these factors, no additional credit risk beyond amounts
provided for collection losses is believed by management to be probable in the Company’s accounts
receivable.
As of December 31, 2019 and 2018, receivables from three entities accounted for 63% and 17%,
respectively, of the Company’s accounts receivable balance. For the years ended December 31, 2019 and
2018, no customers accounted for more than 10% of the Company’s revenue.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Inventory
Inventory consists of used vehicles, primarily acquired through individual sellers, trade-ins to original
equipment manufacturers, and auction. Inventory cost is determined by specific identification and
includes acquisition costs, direct and indirect vehicle reconditioning costs including parts and labor,
inbound transportation costs and other incremental costs that are capitalized as a component of inventory.
At December 31, 2019, 2018, and 2017, inventory was stated at the lower of cost or net realizable value.
Net realizable value is the estimated selling price less costs to complete, dispose and transport the
vehicles. Selling prices are derived from historical data and trends, such as sales price and inventory turn
times of similar vehicles, as well as independent, market resources. Each reporting period the Company
recognizes any necessary adjustments to reflect vehicle inventory at the lower of cost or net realizable
value through cost of sales in the accompanying consolidated statements of operations. For the years
ended December 31, 2019, 2018, and 2017, $0.6 million, $2.5 million, and $0.9 million of inventory was
written down to net realizable value and charged to cost of sales, respectively.
Property and Equipment, Net
Property and equipment are recorded at cost, net of accumulated depreciation. Depreciation is computed
using the straight-line method over the estimated useful life of the related assets, over an estimated useful
life of two to five years for most assets. Leasehold improvements are depreciated over the lesser of the
useful life or lease term. Major replacements and improvements are capitalized, while general repairs and
maintenance are expensed as incurred.
Capitalized Website and Internal-Use Software Development Costs, Net
The Company capitalizes costs associated with customized internal-use software systems that have
reached the application development stage. Such capitalized costs include external direct costs utilized in
developing or obtaining the applications and payroll and payroll-related expenses for employees who are
directly associated with the applications. Capitalization of such costs begins when the preliminary project
stage is complete and ceases at the point in which the project is substantially complete and ready for its
intended purpose. Amortization is computed using the straight-line method over 3 years.
Impairment of Long-Lived Assets
The Company evaluates its long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of such assets may not be recoverable. Recoverability of assets to be
held and used is measured by a comparison of the carrying amount of an asset to future undiscounted net
cash flows expected to be generated by the asset. If such assets are impaired, the impairment to be
recognized is measured by the amount by which the carrying value exceeds the fair value of such assets.
The Company has not recognized any impairment losses during the years ended December 31, 2019, 2018
and 2017.
Deferred Borrowing Costs
Deferred borrowings costs are associated with the fair value of the loan guarantee and the fair value of the
delayed draw term loan facility. Costs related to the fair value of the loan guarantee which are associated
with the flooring line of credit are reported as long term assets at each reporting date that such costs were
outstanding. Costs related to the fair value of delayed draw term loan are reflected in long term assets
prior to any draws on the delayed draw term loan facility. Upon drawing such costs have been presented
net against the related term loan on the consolidated balance sheet. Deferred borrowing costs are
amortized into interest expense over the expected term of the related facility. Refer to Note 6 and 7 for
further discussion regarding the deferred borrowing costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Revenue Recognition
The Company adopted ASC 606, Revenue from Contracts with Customers on January 1, 2019, using the
modified retrospective method. ASC 606 prescribes a five-step model that includes: (1) identify the
contract; (2) identify the performance obligations; (3) determine the transaction price; (4) allocate the
transaction price to the performance obligations; and (5) recognize revenue when (or as) performance
obligations are satisfied. Based on the manner in which the Company historically recognized revenue, the
adoption of ASC 606 did not have a material impact on the amount or timing of its revenue recognition
and the Company recognized no cumulative effect adjustment upon adoption.
In accordance with ASC 606, the Company recognizes revenue upon transfer of control of goods or
services to customers, in an amount that reflects the consideration to which the Company expects to be
entitled in exchange for those goods or services. Control passes to the customer at the time of delivery or
pick-up. The Company may collect sales taxes and other taxes from customers on behalf of governmental
authorities at the time of sale as required. These taxes are accounted for on a net basis and are not
included in revenues or cost of sales. On occasion, the Company may provide cash or non-cash payments
to a customer, including in the form of equity, in such cases the Company accounts for such payments
under the guidance for consideration payable to a customer and considers whether such amount should be
reflected as contra-revenue.
The Company recognizes revenue at a point in time as described below.
Ecommerce Revenue
The Company sells used vehicles to its retail customers through its platform. The transaction price for
used vehicles is a fixed amount as set forth in the customer contract. Customers frequently trade-in their
existing vehicle to apply toward the transaction price of a used vehicle. Trade-in vehicles represent noncash consideration which the Company measures at stated contract price for each specific vehicle. The
Company satisfies its performance obligation and recognizes revenue for used vehicle sales at a point in
time when the vehicles are delivered to or picked up by the customer. The revenue recognized by the
Company includes the agreed upon transaction price, including any service fees. Revenue excludes any
sales taxes, title and registration fees, and other government fees that are collected from customers. The
Company accounts for consideration payable to a customer as a reduction of the transaction price such as
discounts, rebates and price concession and, therefore, reduction in revenue.
The Company receives payment for used vehicle sales directly from the customer at the time of sale or
from third-party financial institutions within a short period of time following the sale if the customer
obtains financing. For any payments received prior to delivery or pick-up of used vehicle, such amounts
are deferred and are recorded as a contract liability within current liabilities on the consolidated balance
sheets until delivered or picked-up.
Through December 31, 2019, the Company’s return policy allowed customers to initiate a return during
the first five days or 200 miles after delivery. In the first quarter of fiscal year 2020, the Company
extended the return policy to seven days after delivery. Ecommerce revenue is recognized net of a reserve
for returns, which is estimated using historical experience and trends. The returns reserve was immaterial
as of December 31, 2019 and 2018.
Other Revenue
The Company provides buyers on its platform with options for financing, insurance, and extended
warranties. All such services are provided by unrelated third-party vendors and the Company has
agreements with each of these vendors giving the Company the right to offer such services on its
platform.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
When a buyer selects a service from these providers, the Company earns a commission based on the
actual price paid/financed. The Company concluded that it is an agent for these transactions because it
does not control the products before they are transferred to the customer. Accordingly, the Company
recognizes commission revenue at the time of sale.
Wholesale Vehicle Revenue
The Company sells vehicles to wholesalers. These vehicles sold to wholesalers are primarily acquired
from customers who trade-in their existing vehicles and such vehicles do not meet the Company’s quality
standards to list and sell through its website. The Company satisfies its performance obligation and
recognizes revenue for wholesale vehicle sales at a point in time when the vehicle is sold at auction or
directly to a wholesaler. The transaction price is typically due and collected within one week of the date of
the sale.
Contract Costs
The Company elected, as a practical expedient, to expense sales commissions when incurred because the
amortization period would have been less than one year. These costs are recorded within selling, general
and administrative expenses on the consolidated statements of operations and comprehensive loss.
Revenue Recognition Prior to the Adoption of ASC 606
Prior to the adoption of ASC 606, the Company recognized revenue when all of the following criteria
were met: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred, (iii) the fee is fixed
or determinable, and (iv) collectability is probable.
Revenue from used vehicle sales is recognized upon delivery, when the sales contract is signed and the
purchase price had been received or financing had been arranged. Used vehicle revenue is recognized net
of a reserve for returns, which is estimated using historical experience and trends. Revenue from
wholesale vehicle sales is recognized when the vehicle is sold at auction or directly to a wholesaler. For
other revenue, the Company evaluates whether it is appropriate to record the gross amount of sales and
related costs or the net amount earned as commissions. The Company generally records the net amounts
as commissions earned if we are not primarily obligated and do not have latitude in establishing prices.
Such amounts are determined using a fixed percentage, a fixed-payment schedule, or a combination or the
two.
Cost of Sales
Cost of sales includes the cost to acquire used vehicles and direct and indirect vehicle reconditioning costs
associated with preparing the vehicles for resale. Vehicle reconditioning costs include parts, labor,
inbound transportation costs and other incremental costs. These costs include shipping costs of auction
purchased vehicles, mechanical inspection, vehicle preparation supplies and repair costs necessary for
reconditioning the vehicle for resale. The Company has certain inventory that does not meet its
specifications to sell to retail customers and sells this inventory through sales at auction, DTW or through
other channels. Cost of sales also includes any necessary adjustments to reflect vehicle inventory at the
lower of cost or net realizable value.
Selling, General and Administrative Expenses
Selling, general and administrative expenses primarily include payroll and facilities, other than those
related to reconditioning vehicles; advertising; stock-based compensation expense; technology expenses
and other administrative expenses. For the years ended December 31, 2019, 2018 and 2017, advertising
expense was $5.6 million, $4.5 million, and $2.7 million, respectively.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
Stock-Based Compensation Expense
Stock-based compensation expense related to awards to employees are measured at the grant date based
on the fair value of the award. The fair value of the award is expensed on a straight-line basis over the
requisite service period, which is generally the vesting period. The Company elects to account for
forfeitures as they occur by reversing compensation cost if the award is forfeited.
Prior to the adoption of ASU 2018-07, Compensation — Stock Compensation (Topic 718): Improvements
to Nonemployee Share-Based Payment Accounting, on January 1, 2019, for nonemployee awards where a
measurement date had not been achieved, the Company remeasured and recognized the change in fair
value of awards issued to non-employees that occurred in a given reporting period within the statement of
operations. Following adoption of ASU 2018-07, accounting requirements for equity-based awards to
nonemployees are aligned with those to employees, including measuring the equity instruments at the
grant-date fair value The impact of adoption of this standard did not have a material effect on nonemployee awards, other than warrants, as discussed in the common stock warrant policy footnote.
See Note 8 — Stock-Based Compensation Plan for additional information on stock-based compensation.
Convertible Preferred Stock Warrant Liability
Warrants for shares that are contingently redeemable are classified as liabilities in the consolidated
balance sheets. At initial recognition, the Company classifies these warrants as liabilities on the balance
sheets at their estimated fair value. The preferred warrants are subject to remeasurement at each balance
sheet date, with changes in fair value recognized as a component of interest and other income, net. The
Company will continue to adjust the liability for changes in fair value until the earlier of the conversion,
expiration or exercise of the warrants.
Common Stock Warrant
Prior to the adoption of ASU 2018-07 on January 1, 2019, certain warrants with nonemployees were
determined to be liability classified and were remeasured at each balance sheet date. Upon adoption of
ASU 2018-07, certain warrants on common shares related to non-employee compensation in the amount
of $3.9 million were reclassified into additional paid-in capital within equity and are no longer subject to
remeasurement.
Interest and Other Income
Interest and other income is comprised of bank interest, remeasurement of liability classified warrants and
other miscellaneous items.
Interest Expense
Interest expense includes interest incurred from the flooring line of credit facility, which is used to finance
the purchase of vehicles, as well as the amortization of deferred borrowing costs and other miscellaneous
items.
Fair Value Measurements
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. As such, fair value is a marketbased measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability.
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The authoritative guidance on fair value measurements establishes a three-tier fair value hierarchy for
disclosure of fair value measurements as follows:
Level 1 — Quoted prices in active markets for identical assets or liabilities.
Level 2 — Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices in markets that are not active, or other inputs that are observable
or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.
Level 3 — Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.
Assets and liabilities measured at fair value are classified in their entirety based on the lowest level of
input that is significant to the fair value measurement. The Company’s assessment of the significance of a
particular input to the fair value measurement in its entirety requires management to make judgments and
consider factors specific to the asset or liability. As of December 31, 2019, all liability-classified warrants
that are remeasured in a recurring basis have been valued using Level 3 inputs. The calculation of the
warrant value is based on the Black-Scholes valuation model, which requires significant estimates
including the expected volatility of our common stock, expected dividend yield, option term and risk-free
rate. As of December 31, 2019 and 2018, there were no accumulated gains or losses related to these
financial instruments in accumulated other comprehensive income.
The below table illustrates the changes in the fair value of the Company’s Level 3 financial instruments:
(in thousands)

2019

Balance as of January 1

$

2018

8,869

$

—

Issuance of Milestone 1 warrants

—

4,203

Issuance of Milestone 3 warrants

—

4,203

Issuance of Series C warrants
Remeasurement of warrants
Reclassification of Milestone 3 warrants upon adoption of ASU
2018-07
Balance as of December 31

$

—

463

(144)

—

(3,915)

—

4,810

$

8,869

Income Taxes
The Company accounts for income taxes using the asset and liability method. The Company recognizes
deferred tax assets and liabilities for the expected future tax consequences of events that have been
included in the financial statements or tax returns. Deferred tax assets and liabilities are determined based
on the difference between the financial statement and tax basis of assets and liabilities using enacted tax
rates in effect for the year in which the differences are expected to reverse.
In evaluating the ability to recover its deferred income tax assets, the Company considers all available
positive and negative evidence, including its operating results, ongoing tax planning and forecasts of
future taxable income on a jurisdiction-by-jurisdiction basis. In the event the Company determines that it
would be able to realize its deferred tax assets in the future in excess of their net recorded amount, it
would make an adjustment to the valuation allowance that would reduce the provision for income taxes.
Conversely, in the event that all or part of the net deferred tax assets are determined not to be realizable in
the future, an adjustment to the valuation allowance would be charged to earnings in the period when such
determination is made. As of December 31, 2019 and 2018, respectively, the Company recorded a full
valuation allowance on its deferred tax assets.
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Tax benefits related to uncertain tax positions are recognized when it is more likely than not that a tax
position will be sustained during an audit. Interest and penalties related to unrecognized tax benefits are
included within the provision for income tax.
Net Loss Per Share Attributable to Common Stockholders
Basic and diluted net loss per share attributable to common stockholders is presented in conformity with
the two-class method required for participating securities. Under the two-class method, net loss is
attributed to common stockholders and participating securities based on their participation rights. The
Company considers all series of its redeemable convertible preferred stock to be participating securities.
Under the two-class method, the net loss attributable to common stockholders is not allocated to the
convertible preferred stock as the holders of the Company’s convertible preferred stock do not have a
contractual obligation to share in the Company’s losses. Under the two-class method, basic net loss per
share attributable to common stockholders is computed by dividing the net loss attributable to common
stockholders by the weighted-average number of shares of common stock outstanding during the period.
For periods in which the Company reports net losses, diluted net loss per common share attributable to
common stockholders is the same as basic net loss per common share attributable to common
stockholders because potentially dilutive common shares are not assumed to have been issued if their
effect is anti-dilutive.
Comprehensive Loss
Comprehensive loss includes all changes in equity (net assets) from non-owner sources during a period.
There have been no items qualifying as comprehensive loss and, therefore the Company’s comprehensive
loss was the same as its reported net loss.
Recently Adopted Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the Financial Accounting Standards
Board (“FASB”) or other standard setting bodies and adopted as of the specified effective date. Unless
otherwise discussed, the impact of recently issued standards that are not yet effective will not have a
material impact on the Company’s financial position or results of operations upon adoption.
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606)
(“ASC 606”). The guidance provides a five-step analysis of transactions to determine when and how
revenue is recognized. The core principle of the guidance is that a company should recognize revenue
when the customer obtains control of the promised goods or services in an amount that reflects the
consideration which the Company expects to receive in exchange for those goods or services. The
Company adopted ASC 606 on January 1, 2019, using the modified retrospective method. Furthermore,
based on the manner in which the Company recognizes revenue, the adoption of ASC 606 did not have a
material impact on the amount or timing of its revenue recognition and the Company recognized no
cumulative effect adjustment upon adoption.
In June 2018, the FASB issued ASU 2018-07, Compensation — Stock Compensation (Topic 718):
Improvements to Nonemployee Share-Based Payment Accounting. The standard expands the scope of
ASC 718 to include share-based payment transactions for acquiring goods and services from nonemployees. The standard is effective beginning January 1, 2020, with early adoption permitted so long as
it is not earlier than the entity’s adoption of ASC 606. The Company adopted ASU 2018-07 on January 1,
2019. Refer to Common Stock Warrant accounting policy note regarding the impact of adoption.
In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure
Framework — Changes to the Disclosure Requirements for Fair Value Measurement, which modifies the
disclosure requirements of ASC 820. The new guidance is effective for all entities for annual periods,
F-67

Table of Contents
SHIFT TECHNOLOGIES INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)
and interim periods within those annual periods, beginning after December 15, 2019, with early adoption
permitted. The Company early adopted this standard effective as of January 1, 2017, and the adoption of
the standard did not have an impact on the Company’s consolidated financial statements.
In November 2019, the FASB issued ASU 2019-08, Codification Improvements — Share-Based
Consideration Payable to a Customer (“ASU 2019-08”). This ASU clarifies the accounting for sharebased payments issued as consideration payable to a customer in accordance with ASC 606. Under ASU
2019-08, entities apply the guidance in ASC 718 to measure and classify share-based payments issued to
a customer that are not in exchange for a distinct good or service (i.e., share-based sales incentives).
Accordingly, entities use a fair-value-based measure to calculate such incentives on the grant date, which
is the date on which the grantor (the entity) and the grantee (the customer) reach a mutual understanding
of the key terms and conditions of the share-based consideration. The result is reflected as a reduction of
revenue in accordance with the guidance in ASC 606 on consideration payable to a customer. After initial
recognition, the measurement and classification of the share-based sales incentives continue to be subject
to ASC 718 unless (1) the award is subsequently modified when vested and (2) the grantee is no longer a
customer. The guidance is effective for public and private companies’ fiscal years beginning after
December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020. The
Company early adopted this standard in the fiscal year ended December 31, 2019, there were no material
impacts upon adoption.
Recently Issued Accounting Standards
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This ASU requires a lessee to
recognize in the statement of financial position a liability to make lease payments (the lease liability) and
a right-to-use asset representing its right to use the underlying asset for the lease term. This ASU is
effective for public and private companies’ fiscal years beginning after December 15, 2018, and
December 15, 2021, respectively, with early adoption permitted. The Company expects to adopt ASU
2016-02 under the private company transition guidance beginning January 1, 2021, and is currently
evaluating the impact on the Company’s consolidated financial statements.
In June 2016, the FASB issued ASU 2016-13, Financial instruments — Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments, and subsequent related ASUs, which amends the
guidance on the impairment of financial instruments by requiring measurement and recognition of
expected credit losses for financial assets held. This ASU is effective for public and private companies’
fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2019, and
December 15, 2022, respectively. The Company is currently assessing the impact, if any, the guidance
will have on the Company’s consolidated financial statements.
In August 2018, the FASB issued ASU 2018-15, Intangibles — Goodwill and Other — Internal-Use
Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a Cloud
Computing Arrangement That Is a Service Contract (“ASU 2018-15”). The intent of this pronouncement
is to align the requirements for capitalizing implementation costs incurred in a cloud computing
arrangement that is a service contract with the requirements for capitalizing implementation costs incurred
to develop or obtain internal-use software as defined in ASC 350-40. Under ASU 2018-15, the capitalized
implementation costs related to a cloud computing arrangement will be amortized over the term of the
arrangement and all capitalized implementation amounts will be required to be presented in the same line
items of the financial statements as the related hosting fees. ASU 2018-15 is effective for public and
private companies’ fiscal years beginning after December 15, 2019, and December 15, 2020, respectively,
and interim periods within those fiscal years, with early adoption permitted. The Company will adopt
ASU 2018-15 for the fiscal year beginning January 1, 2020, and does not expect the adoption to have a
material impact on the Company’s consolidated financial statements.
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In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the
Accounting for Income Taxes (“ASU 2019-12”). ASU 2019-12 removes certain exceptions to the general
principles in Topic 740 and also clarifies and amends existing guidance to improve consistent application.
ASU 2019-12 will be effective for public entities for interim and annual periods beginning after
December 15, 2020, with early adoption permitted. ASU 2019-12 will be effective for private entities for
annual periods beginning after December 15, 2021, and interim periods beginning after December 15,
2020, with early adoption permitted. The Company is currently assessing the impact, if any, the guidance
will have on the Company’s consolidated financial statements.
In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform, which provides optional
expedients and exceptions for applying GAAP to contracts, hedging relationships, and other transactions
affected by reference rate reform if certain criteria are met. The guidance is effective for all entities during
the period March 12, 2020, through December 31, 2022. The Company is currently assessing the impact,
if any, the guidance will have on the Company’s consolidated financial statements.

3.

PROPERTY AND EQUIPMENT, NET
Property and equipment, net consists of the following (in thousands):
December 31,
2019

Equipment

$

Furniture and fixtures
Leasehold improvements

Less: accumulated depreciation

$

354

153

20

1,268

—

Construction in progress – leasehold
Total property and equipment

2018

1,301

—

663

2,722

1,037

(602)

Property and equipment, net

$

2,120

(98)
$

939

Depreciation expense related to property and equipment was $0.5 million, $63 thousand, and $26
thousand for the years ended December 31, 2019, 2018 and 2017, respectively, is included in depreciation
and amortization in the consolidated statements of operations and comprehensive loss.
4.

CAPITALIZED WEBSITE AND INTERNAL-USE SOFTWARE COSTS, NET
Capitalized website and internal-use software development costs consist of the following (in thousands):
December 31,
2019

Capitalized website domain costs – nonamortizable
Capitalized website and internal-use software development costs –
amortizable

$

2018

385

$

12,891

Less: accumulated amortization

7,720

(7,597)

Capitalized website and internal-use software development costs, net

$

5,679

385

(4,883)
$

3,222

Amortization of capitalized software development costs is included in depreciation and amortization in
the consolidated statement of operations and comprehensive loss and amounted to $2.7 million, $2.5
million, and $1.5 million for the years ended December 31, 2019, 2018 and 2017, respectively.
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ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
Accrued expenses and other current liabilities consist of the following (in thousands):
December 31,
2019

Accrued sales taxes

$

Accrued payroll related costs

1,691 $

2,278

1,083

Common stock subject to repurchase liability
Other accrued expenses
Total accrued expenses and other current liabilities
6.

2018

$

894

269

261

2,911

2,675

5,954 $

6,108

BORROWINGS
Silicon Valley Bank Loan and Security Agreement
In March 2016, the Company entered into a loan and security agreement with Silicon Valley Bank,
whereby the Company borrowed $5.0 million in advances under a growth capital commitment which
allowed for maximum advances of $5.0 million. Outstanding advances under the agreement bear interest
at the prime rate plus 1.25%. Under the arrangement the Company was required to pay interest only
through June 30, 2017, on all outstanding borrowings. Following such date and for all advances
outstanding on June 30, 2017, the Company was required to make 30 consecutive equal monthly principal
payments plus outstanding accrued interest thereon. Amounts advanced by the bank under the loan and
security agreement were secured by the Silicon Valley Bank’s claim to substantially all the Company’s
assets in an event of default.
Concurrently with entering into the loan and security agreement, the Company entered into a warrant
agreement with Silicon Valley Bank. The Company granted 76,701 of common stock warrants at an
exercise price of $0.38 cents per share. Upon funding of the initial advances under the loan and security
agreement, the Company granted an additional 76,759 of common stock warrants at the same exercise
price. The warrants expire on March 8, 2026.
In 2018, the Company repaid the outstanding balance of $3.2 million and terminated the term loan
agreement with Silicon Valley Bank, using the funds received from Triple Point Capital, LLC, (“Triple
Point”) as discussed below.
Growth Capital Loan and Security Agreement
In May 2018, the Company entered into a growth capital loan and security agreement with Triple Point,
wherein borrowings under the arrangement are secured with a lien upon and a security interest in all
present and future rights, and/or title that the Company may acquire in all patents, copyrights and
trademarks.
Through August 2018, the Company drew $10.0 million on the Triple Point facility and repaid the
outstanding balance of the term loan with Silicon Valley Bank using the funds received.
In August 2018, Triple Point also received warrants to purchase preferred stock, the preferred stock being
either preferred stock of the Company’s next round of financing or Series C Preferred Stock, whichever
had a lower original issuance price. Upon issuance of the Series D Preferred Stock (see Note 7 —
Stockholders’ Equity), the Company ultimately issued to Triple Point a warrant to purchase 2,111,801
shares of Series C Preferred Stock. The warrants are exercisable for the greater of seven years after date of
issuance or five years after the Company’s initial public offering. The fair value of the warrants was $463
thousand and was recorded as a discount on the related debt to be amortized over the life of the related
debt facility.
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BORROWINGS (cont.)
In September 2018, the Company terminated its growth capital loan and security agreement with Triple
Point, using a portion of the funds received from the Senior Secured Convertible Promissory Note
Agreement (as discussed below) with Lithia Motors, Inc. (“Lithia”) to repay the $10.0 million outstanding
principal balance and made a $650 thousand end of term payment, which was recorded to interest expense
in the consolidated statement of operations and comprehensive loss. Upon termination of the growth
capital loan and security agreement, the discount associated with the warrants was fully amortized to
interest expense.
Senior Secured Convertible Promissory Note
In early September 2018, the Company entered into a Senior Secured Convertible Promissory Note
Agreement (the “Lithia Note”) with Lithia with principal sum of $20.0 million and received the related
proceeds thereon (see Note 7). A portion of proceeds from the Note was used to repay the $10.7 million
outstanding loan with Triple Point, including a $650,000 end of term payment. In September 2018, the
Company subsequently converted the Note to Series D Convertible Preferred Stock, as discussed in
Note 7.
Flooring Line of Credit
On October 11, 2018, the Company entered into a flooring line of credit facility with U.S. Bank National
Association (“US Bank”), with the proceeds from such arrangement available to finance the purchase of
vehicles. The FLOC initially allowed for a $30.0 million commitment of advances, whereby the Company
may borrow, prepay, repay and reborrow the advances. Advances may be prepaid in part or in full at any
time without charge, penalty or premium. The Company may request a one-time increase in the
commitment by an amount equal to $20.0 million, provided that certain conditions in the facility
agreement are met. The expiration date of the facility was initially September 30, 2019. Advances under
the facility accrue interest at LIBOR plus 2.00% and as of December 31, 2019, LIBOR was 1.69%. The
obligations under the facility are secured by substantially all of the Company’s inventory, both currently
owned or acquired thereafter. Repayment of obligations under the facility are guaranteed by Lithia. Upon
expiration of the facility, Lithia has guaranteed the provision of the flooring line of credit through 2021 if
the Company is unable to secure an extension of the flooring line of credit facility with US Bank. With the
signing of the flooring line of credit with US Bank, the Company entered into the commercial agreement
for Milestone 1 and the related warrants were issued. Refer to Note 7 for further details regarding the
guarantee of the flooring line of credit, the commercial agreement and the warrants.
The loan and security agreement contained a financial covenant that required the Company to maintain a
total balance of unrestricted cash and the amount of principal available to be drawn (together, the
“Borrower’s Liquidity”) equal to or exceeding four times the decrease, if any, of the cash and cash
equivalents balance on the determination date compared with the balance three months prior (together
calculated with the Borrower’s Liquidity, the “Liquidity Covenant”). The loan and security agreement
also sets forth negative covenants that restrict indebtedness, liens, investments, sales of assets,
fundamental changes, distributions and other matters.
On February 14, 2019, the Company entered into the first amendment to the FLOC to increase the
loanable amount to 100% of cost for used vehicles purchased at auction or 100% of the wholesale value
of used cars determined by US bank. The original loanable amount ranges from 50% to 100%, depending
on the purchased channel and model years of each vehicle. The Company also agreed to open a
commercial sweep account that reduces the principal balance outstanding. Interest income is earned from
the commercial sweep account.
On September 24, 2019, the loan and security agreement expiration date was amended from September
30, 2019, to December 31, 2019. Commencing July 31, 2019, the Liquidity Covenant was also amended
to a minimum requirement of three times the Company’s three-month cash burn.
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BORROWINGS (cont.)
On November 29, 2019, the loan and security agreement expiration date was amended from December 31,
2019 to September 30, 2020. The advance for loan amount was reduced from 100% to 80% of the
wholesale value of used vehicles acquired. The Company is required to pay the remaining related
principal portion for any used vehicle not sold at least six months after the advance/funding date. The
Liquidity Covenant was further reduced to two times the Company’s three-month cash burn amount of
January, February and March 2020, one-half times the three-month cash burn amount of April, May and
June 2020, and one times the three-month cash burn amount of succeeding months.
The FLOC is subject to customary subjective acceleration clauses, effective upon a material adverse
change in the Company’s business or financial condition, or a material impairment in the Company’s
ability to repay the borrowing. As of December 31, 2019, the Company was not in breach of any debt
covenants or subjective acceleration clauses.
Delayed Draw Term Loan Agreement
Concurrent with the initial closing of the Series D Convertible Preferred Stock, the Company also entered
into the Delayed Draw Term Loan Agreement (“DDTL”) with Lithia, whereby Lithia agreed to make up
to two term loans (“Term Loan A” and “Term Loan B”) from November 29, 2019, to July 2, 2020, with a
maximum principal amount of $12.5 million per term loan. Interest accrues on the outstanding principal
amount of each Term Loan at a rate equal to LIBOR plus 0.50% and the applicable margin at the date of
determination and is payable monthly. The principal amount of each Term Loan, together with all accrued
and unpaid interest thereon, shall be due and payable in full three years from the first advance under Term
Loan A. In connection with the DDTL, the Company and Lithia also entered into a Security Agreement
under which the Company and its subsidiaries grant the Lithia a blanket lien on its assets. Refer to Note 7
for further discussion regarding the delayed draw and regarding Series D convertible preferred stock. The
DDTL also contains customer events of default that, if triggered, could result in acceleration of the
maturity of the Term Loans. The DDTL also sets forth negative covenants that restrict indebtedness, liens,
investments, sales of assets, fundamental changes, distributions and other matters.
On October 18, 2019, the agreement was amended for additional interest based upon the three-month cash
burn set forth in the Company’s financial statements and compliance certificates as of the end of each
fiscal quarter. Additional interest of 1.00% is accrued if three-month cash burn is greater than $12.0
million but equal to or less than $13.5 million and 2.00% if greater than $13.5 million. On December 27,
2019, the Company drew down on Term Loan A in the amount of $12.5 million. The Company also
agreed beginning March 31, 2020, and succeeding calendar quarters to ensure that three-month cash burn
amount does not exceed $14.5 million. The amended financial covenant on liquidity mentioned in last
paragraph of flooring line of credit also applies to DDTL agreement. Since entering into the facility, the
Company and Lithia have agreed to various amendments which primarily had the effect of clarifying the
definitions and requirements of certain financial covenants related to liquidity and cash burn.
In December 2019, the Company drew on the DDTL and borrowed $12.5 million under Term Loan A. In
July 2020, the Company drew down on the DDTL to fund Term Loan B (see Note 14 — Subsequent
Events).
The DDTL is subject to customary subjective acceleration clauses, effective upon a material adverse
change in the Company’s business or financial condition, or a material impairment in the Company’s
ability to repay the borrowing. As of December 31, 2019, the Company was not in breach of any debt
covenants or subjective acceleration clauses.
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Series C Convertible Preferred Stock
During 2017 the Company issued 94,409,932 shares of Series C convertible preferred stock at a purchase
price of $0.4025 per share and raised approximately $38.0 million in gross proceeds.
Series C-1 Convertible Preferred Stock
In May 2018, the Company issued 20,898,641 shares of its Series C-1 convertible preferred stock at
$0.4785 per share for gross proceeds of $10.0 million. The Series C-1 convertible preferred stock has the
same rights and preferences as the Series C convertible preferred stock.
Series D Convertible Preferred Stock
In September 2018, the Company authorized the sale of 78,548,425 shares of its Series D convertible
preferred stock and issued 55,769,378 shares at $1.2731 per share in exchange for cash gross proceeds of
$51.0 million and the conversion of the $20.0 million Lithia Note. Of the total shares of Series D
convertible preferred stock issued, 42,416,149 were purchased by Lithia.
In December 2018, the Company completed a closing of the Series D convertible preferred stock and
issued 18,223,234 shares at $1.2731 per share for gross proceeds of $23.2 million.
In February 2019, the Company completed an additional closing of the Series D convertible preferred
stock and issued 4,555,805 shares at $1.2731 per share for gross $5.8 million.
Exchange of Common Stock for Series D Convertible Preferred Stock
In February 2019, the Company approved the sale of up to an aggregate of 5,000,000 shares of common
stock (the “Secondary Shares”) at a price per share of $1.2731 by certain holders of common stock to
certain existing or new investors in the Company. Concurrent with this approval, the Company also
approved the exchange of such Secondary Shares for shares of Series D convertible preferred stock
pursuant to the terms and conditions of the stock exchange agreement to be entered into by the Company
and the holders of the Secondary Shares. Up to 5,000,000 shares of the Series D convertible preferred
stock are reserved for issuance pursuant to the terms of an exchange agreement.
In February, March and September 2019, certain employee stockholders completed secondary sales of
3,464,706 shares of common stock of the Company to new and existing investors. At the same time, the
Company issued 3,464,706 shares of Series D convertible preferred stock to the same new and existing
investors in exchange for the common stock they had purchased from the employee stockholders. The
Company recognized $4.8 million in non-cash compensation expense, $1.6 million in payroll tax
liabilities and an increase to additional paid-in-capital, which was computed as the difference between the
fair value of Series D convertible preferred stock and common stock at the time of exchange of shares.
Warrant and Commercial Agreements
In September 2018, the Company entered into a warrant agreement (the “Warrant Agreement”) and a
commercial agreement for Milestone 1 with Lithia and granted Lithia a warrant to purchase 86,661,588
shares of common stock at an exercise price of $0.01 per share (the “Warrant Shares”). The Warrant
Shares shall vest and become exercisable in six separate tranches of 14,443,598 shares each. Vesting and
exercisability is dependent upon the achievement of the Milestones, as defined below. While the Warrant
Agreement establishes general vesting terms for each of the six Milestones, each of the six Milestones
contains substantive service or performance requirements, and were non-binding as neither the Company
nor Lithia were obligated to perform until the commercial agreement associated with each Milestone was
executed.
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Two tranches of 14,443,598 Warrant Shares shall each vest and become immediately exercisable upon the
achievement of each of Milestone 1 and Milestone 2. The remaining four tranches of 14,443,598 Warrant
Shares each shall vest and become exercisable on January 12, 2020 (the “Vesting Cliff Date”), provided
that Milestone 3, Milestone 4, Milestone 5 and Milestone 6 have been achieved prior to such date. If such
Milestone has not been achieved by the Vesting Cliff Date, such 14,443,598 Warrant Shares shall vest and
become immediately exercisable upon the achievement of such Milestone. Any unvested Warrant Shares
that have not vested by June 12, 2020 (the “Vesting Termination Date”), the Warrant shall automatically
terminate with respect to any Warrant Shares which have not become exercisable as of the Vesting
Termination Date.
•

Milestone 1 — the Company, with Lithia’s assistance, enters into acceptable credit facilities
with access to asset-based used vehicle floorplan financing.

•

Milestone 2 — the Company and Lithia enter into a data sharing commercial agreement
whereby Lithia agrees to transfer certain historical transaction and inventory data to the
Company.

•

Milestone 3 — the Company and Lithia enter into a lease and services agreement whereby
Lithia will make available at least one of its locations for the Company’s use as a
storage/reconditioning/retail delivery center.

•

Milestone 4 — the Company and Lithia enter into a lease and services agreement whereby
Lithia will make available at least three of its locations for the Company’s use as a
storage/reconditioning/retail delivery center.

•

Milestone 5 — the Company and Lithia enter a commercial agreement whereby Lithia agrees
to use commercially reasonable best efforts to help the Company secure and maintain access
to finance and insurance products on par with a typical Lithia store.

•

Milestone 6 — the Company and Lithia entering into a commercial agreement where Lithia
will purchase mutually-agreed upon vehicles from the Company in a minimum of three
existing Lithia markets.

2018 Milestones
The commercial agreement agreed to with Lithia in September 2018 was entered into concurrently with
arrangements that provide for Lithia’s guarantee of the flooring line of credit for a three-year period and
the provision by Lithia for the delayed draw facility, as discussed in Note 6. The Company determined
that there was significant value in the terms received related to both the guarantee and delayed draw
facility, for which the Company transferred the warrants identified in Milestone 1 as compensation.
Accordingly, upon entering into the arrangements, the Company measured the fair value of the guarantee
received at $9.1 million and the fair value of the delayed draw facility at $5.7 million. Further the
Company measured the fair value of the warrants to be transferred to Lithia in exchange for Milestone 1
at $4.2 million. The fair value of the guarantee is treated as a deferred borrowing cost associated with the
flooring line of credit and is included within deferred borrowing costs on the consolidated balance sheet
and is being amortized over the three-year guarantee period, which resulted in $3.0 million and $0.9
million of interest expense during 2019 and 2018, respectively. On December 31, 2018, the fair value of
the delayed draw facility was reflected as a deferred loan commitment cost and was included within
deferred borrowing costs on the consolidated balance sheet. During December 2019, with the Term Loan
A draw under the DDTL, the Company reclassified the unamortized balance of the deferred loan
commitment cost of $4.0 million and presented such amount net against the outstanding Term Loan A
balance on the Company’s December 31, 2019, consolidated balance sheet. The deferred loan
commitment cost is being amortized over the four-year loan commitment period, which resulted in
interest expense of $1.1 million and $0.6 million during 2019 and 2018, respectively.
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The difference between the combined fair value of the guarantee and the delayed draw facility of $14.8
million and the fair value of the warrants transferred represented a capital transaction with a related party,
resulting in a $10.6 million equity contribution which is reflected in additional paid-in capital. The
warrants issued with Milestone 1 were determined to be liability classified, subject to remeasurement, and
are recorded within other non-current liabilities on the consolidated balance sheet as of December 31,
2019 and 2018. The Company recorded remeasurement gain of $0.8 million to interest and other income
during the year ended December 31, 2019. The amount of remeasurement expense for the warrants during
2018 was immaterial.
Milestone 3 was achieved in December 2018 and the Company recorded the release of the corresponding
warrant shares at the then fair value of $4.2 million. The warrants issued with Milestone 3 were
determined to be liability classified and are subject to remeasurement, and at December 31, 2018, were
recorded within other non-current liabilities on the consolidated balance sheet. At initial recognition of the
liability, the fair value of the warrants was determined to be compensation in the form of a lease
commission fee which was expensed during 2018 in its entirety to selling, general, and administrative
expenses on the consolidated statement of operations and comprehensive loss. The amount of
remeasurement expense for the warrants during 2018 was immaterial. On January 1, 2019, the Company
adopted ASU 2018-07, and reclassified the fair value of Milestone 3 warrants of $3.9 million from
liability to equity and in turn, the balance is no longer subject to remeasurement after the date of adoption.
2019 Milestones
Prior to 2019, the Company had generated an immaterial amount of sales from Lithia. Beginning in 2019,
the Company began to generate more substantial sales with Lithia. As Lithia is a customer, the Company
assessed the warrants as consideration payable to a customer under ASC 606.
During 2019, the Company entered into commercial or equivalent agreements related to Milestones 2, 4
and 6 that contractually obligated both the Company and Lithia to perform and, upon signing the relevant
agreement, Lithia earned the related warrants. The Company determined that the grant date fair value for
the cumulative equity-classified warrants earned related to Milestone 2, 4 and 6 was $13.6 million. For
each of the Milestones, the Company considered whether it received distinct goods or services for which
it could reasonably estimate the fair value. For Milestone 2, the Company received historical data from
Lithia that provided an immediate benefit to the Company. The Company concluded that the data
represented a distinct good or service. The estimated fair value of such benefit of $2.2 million which was
recorded immediately to selling, general, and administrative expenses on the consolidated statement of
operations and comprehensive loss. For Milestones 4 and 6, the Company received an immaterial amount
of distinct goods or services associated with securing the leased space and provisioning of infrastructure
so the Company could sell to Lithia in certain markets. Of the remaining value associated with the
warrants, $7.8 million was recorded as a reduction to revenue in 2019, which represented the cumulative
revenue from Lithia. The Company considered the appropriate treatment for the remaining $3.6 million of
value associated with the warrants. The Company determined that it was appropriate to recharacterize
such amount that exceeded the cumulative revenue recognized as an expense as the arrangements with
Lithia do not provide the Company with an exclusive right to sell cars to Lithia and Lithia has no
minimum purchase commitment. Accordingly, the Company recorded $3.6 million to selling, general and
administrative expenses.
The Company then considered whether any amount that was not related to a distinct good or service
should be reflected as an asset by determining whether the warrants could be viewed as an up-front
payment to a customer and reflected as an asset at December 31, 2019. However, the Company concluded
that as of December 31, 2019, there was no probable future economic benefit obtained or controlled by
the Company based on the contractual relationships with Lithia.
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In connection with the negotiations related to Milestone 5, Lithia facilitated an agreement with
Automotive Warranty Services (“AWS”) to sell and market AWS’s service plans, whereby the Company
receives commission rates from AWS of comparable terms to those received by Lithia. In substance the
Company paid Lithia, in the form of Warrant Shares, to make an upfront payment to Company’s
customers on behalf of the Company as the Company achieved favorable pricing from AWS. The benefits
of this agreement were guaranteed by Lithia for an initial term of five years commencing on the signing
date of the agreement. Such arrangement was the first of a number of agreements to be entered into under
the terms of Milestone 5, see further discussion below. The estimated fair value of the in substance
upfront payment to AWS was $2.8 million with an offsetting entry recorded to additional paid-in capital,
representing a capital transaction with a related party.
Milestone 5 was met in October 2019 and the Company recorded the warrants to additional paid-in capital
based on a fair value of $4.3 million. Milestone 5 was achieved after a mutual signed agreement was
entered into evidencing that Lithia provided commercially best efforts to help the Company secure and
maintain access to four finance and insurance products on par with a typical Lithia store. The fair value of
the in substance upfront payment, other than the $2.8 million for AWS discussed above, was $0.4 million
and was recorded to other non-current assets on the consolidated balance sheet. At December 31, 2019,
the combined asset recorded of $3.2 million is subject to amortization over a five-year period expected
period of benefit. In 2019, the Company amortized $0.6 million of the asset as a reduction to finance and
insurance sales, which is recorded within other revenues on the consolidated statement of operations and
comprehensive loss. With the achievement of Milestones 5 the Company determined that it was
appropriate to recharacterize excess consideration received related to the Milestone 5 warrants in the
amount of $1.1 million as an expense as the arrangements with Lithia does not provide the Company with
an exclusive right to sell cars to Lithia and Lithia has no minimum purchase commitment. Accordingly,
the Company recorded $1.1 million to selling, general and administrative expenses
In addition to the amounts noted above which were recorded for distinct goods or services, the aggregate
effects of the 2019 Milestones described above on the 2019 statement of operations and comprehensive
loss was a reduction to revenues of $7.8 million in Lithia sales and $0.6 million in revenues related to the
Milestone 5 contracts and the recharacterization of excess consideration of $4.7 to selling, general and
administrative expenses on the consolidated statement of operations and comprehensive loss.
Convertible Preferred Stock
The authorized, issued and outstanding shares of the convertible preferred stock and liquidation
preferences were as follows (in thousands, except share numbers):
Authorized
Shares

Outstanding
Shares

Net Carrying
Value

Liquidation
Preference

Series
As of December 31, 2019:
Series D

83,548,425

82,013,123 $

100,624 $

104,411

Series C-1

20,898,641

Series C

97,093,162

20,898,641

9,902

10,000

94,409,932

37,834

38,000

Series B

27,305,081

27,305,081

49,862

10,990

Series A

29,475,670

29,475,670

25,343

11,864

Series FF

1,134,654

1,134,654

66

—

Total

259,455,633
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Authorized
Shares

Outstanding
Shares

Net Carrying
Value

Liquidation
Preference

Series
As of December 31, 2018:
Series D

78,548,425

73,992,612 $

90,420 $

94,200

Series C-1

20,898,641

20,898,641

9,936

10,000

Series C

97,093,162

94,409,932

37,834

38,000

Series B

27,305,081

27,305,081

49,862

10,990

Series A

29,475,670

29,475,670

25,343

11,864

Series FF
Total

1,134,654
254,455,633

1,134,654
247,216,590 $

66
213,461 $

—
165,054

The rights, preferences and privileges of the convertible preferred stock were as follows:
Dividends
The holders of the Company’s convertible preferred stock are entitled to receive dividends, on a pari
passu basis with the holders of common stock, out of any assets legally available therefor, payable when,
as, and if declared by the Board of Directors. Such dividend shall not be cumulative. Any payment shall
be ratably among the holders of Preferred Stock in proportion to the payment each such holder would
receive if the full amount of such dividends were paid if such shares were converted to shares of common
stock at then-effective applicable conversion rate immediately prior to the dividend record date. No
dividends have been declared to date.
Liquidation
In the event of any sale of substantially all of the assets, a merger, or liquidation, dissolution or winding
up of the Company, as defined in the articles of incorporation, the holders of Series D will be entitled
$1.2731 per share (as adjusted for stock splits, combinations, and reorganizations) plus declared and
unpaid dividends, if any. Holders of Series C-1 will be entitled to receive in preference to the holders of
common stock, $0.4785, per share (as adjusted for stock splits, combinations, and reorganizations) plus
declared and unpaid dividends, if any. Holders of Series C, B, and A convertible preferred stock will be
entitled to receive in preference to the holders of common stock, $0.4025 respectively, per share (as
adjusted for stock splits, combinations, and reorganizations) plus declared and unpaid dividends, if any.
Series D holders will receive their liquidation preference prior to any distribution being made to the Series
A, B, C, C-1, and FF holders. Series C-1 and C holders will receive their liquidation preference prior to
any distribution being made to the Series A, B and FF holders. Series B holders will receive their
liquidation preference prior to any distribution being made to the Series A and FF holders. Series A
holders will receive their liquidation preference prior to any distribution being made to Series FF holders.
After distributions have been made to Series A, B and C preferred stockholders, the holder of Series FF
Convertible Preferred Stock and common stock shall be entitled to share equally, on a per share basis
calculated as if all shares of Series FF Convertible Preferred Stock were converted at the then-effective
Series FF Conversion Rate (as defined in the certificate of incorporation), in all assets of the Corporation
of whatever kind available for distribution to the holders of common stock.
Voting Rights
The holders of convertible preferred stock are entitled to that number of votes on all matters presented to
stockholders equal to the number of shares of common stock then issuable upon conversion of such
preferred stock.
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Conversion
Each share of Senior Convertible Preferred Stock shall be convertible, at the option of the holder thereof,
at any time after the date of issuance of such share and without the payment of additional consideration by
the holder thereof, into such number of fully paid and nonassessable shares of common stock as is
determined by issue price by the applicable Conversion Price in effect at the time of conversion. The
initial conversion rate for the Senior Convertible Preferred Stock and for the Series FF Preferred stock
into common shares shall be one for one. The Conversion Price for the Senior Convertible Preferred
Stock and the Series FF Preferred stock, and the rate at which shares of Senior Convertible Preferred
Stock may be converted into shares of common stock shall be subject to adjustments.
Covenants
Under the terms of the Company’s investor rights agreement the Company is required to deliver audited
financial statements within ninety days of the Company’s fiscal year end, subject to waiver of the
requirement by the Company’s board of directors. The board of directors has waived this requirement for
all years since inception, including the requirement for the year ended December 31, 2019.
Common Stock
The Company’s reserved shares of common stock for future issuance are as follows:
2019

82,013,123

73,992,612

Series C-1 convertible preferred stock

20,898,641

20,898,641

Series C convertible preferred stock

94,409,932

94,409,932

Series B convertible preferred stock

27,305,081

27,305,081

Series A convertible preferred stock

29,475,670

29,475,670

Series FF convertible preferred stock

1,134,654

1,134,654

41,025,433

8,943,192

Shares available for future option grants

8,458,923

11,323,409

Warrants to purchase Series C stock

2,111,801

2,111,801

Warrants to purchase common stock

86,815,048

86,815,048

393,648,306

356,410,040

Options to purchase common stock

Total
8.

2018

Series D convertible preferred stock

STOCK-BASED COMPENSATION PLAN
In 2014, the Company adopted the 2014 Stock Incentive Plan (“the Plan”), as amended, to attract and
retain the best available personnel, to provide additional incentives to employees, directors and
consultants and to promote the success of the Company. The Plan allows for the granting of incentive
stock options and non-qualified stock options, stock appreciation rights, restricted stock, restricted stock
units or similar rights with a fixed or variable price related to the Fair Market Value of Shares and with an
exercise or conversion privilege related to the passage of time, the occurrence of one or more events, or
the satisfaction of performance criteria or other conditions to the employees, members of the board of
directors, and consultants of the Company.
Options under the Plan may be granted for periods of up to 10 years and at prices no less than 100% of the
estimated fair value of the shares on the date of grant as determined by the board of directors. Options
granted to employees and non-employees generally vest ratably over four to five years.
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STOCK-BASED COMPENSATION PLAN (cont.)
As of December 31, 2018, a total of 36,477,623 shares of common stock are reserved for issuance and
11,323,409 shares are available for future grant under the Plan. On May 30, 2019, the Company increased
the number of shares of common stock reserved for issuance to 66,726,457 pursuant to the Company’s
2014 Stock Incentive Plan. As of December 31, 2019, a total of 66,726,457 shares of common stock are
reserved for issuance and 8,458,923 shares are available for future grant under the Plan.
Activity related to employee and nonemployee stock options issued under the Plan is set forth below:

Number of
Shares

As of January 1, 2017

5,210,516

Granted

Weighted
Average
Exercise Price

$

15,559,067

0.17

8.98

0.08

9.59
0.29

Exercised

(232,925)

0.06

Forfeited

(1,832,162)

0.29

Cancelled (expired)

(528,494)

As of December 31, 2017

18,176,002

Weighted Average
Remaining
Contractual Life
(Years)

0.26
0.08

9.41

2,563,046

0.08

8.62

Exercised

(10,378,822)

0.08

8.36

Forfeited

(1,274,191)

0.08

Granted

Cancelled (expired)

$

(142,843)

As of December 31, 2018

8,943,192

0.08
$

0.08

8.41

Granted

40,316,973

0.30

8.21

Exercised

(1,340,075)

0.12

1.29

Forfeited

(7,058,764)

0.23

(309,386)

0.12

Cancelled (expired)
As of December 31, 2019

0.27

8.97

40,551,940

$

0.27

9.04

40,046,112

$

0.27

9.04

40,551,940

Vested and expected to vest as of December 31, 2019
Exercisable as of December 31, 2019

The weighted-average fair values of options granted during fiscal years 2019, 2018 and 2017, was
$0.1235 cents, $0.0390 cents, and $0.0382, respectively.
Stock-Based Compensation Expense
For the years ended December 31, 2019, 2018 and 2017, the Company recorded aggregate stock-based
compensation expense related to employee and nonemployee stock options of $1.6 million, $192
thousand, and $205 thousand, respectively. In the years ended December 31, 2019, 2018 and 2017, the
Company capitalized $306 thousand, $80 thousand, and $50 thousand, respectively, of stock-based
compensation cost to capitalized website and internal-use software.
As of December 31, 2019, there was $3.4 million of unrecognized stock-based compensation expense that
is expected to be recognized over a weighted-average period of 1.46 years.
Significant Assumptions in Estimating Option Fair Value
The Black-Scholes model for employee and nonemployee stock options incorporates the following
assumptions:
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STOCK-BASED COMPENSATION PLAN (cont.)
Fair Value of Common Stock — The fair value of the common stock underlying the stock option awards
was determined by the board of directors (“the Board”). Given the absence of a public trading market, the
Board considered numerous objective and subjective factors to determine the fair value of the Company’s
common stock at each meeting at which awards were approved. These factors included, but were not
limited to (i) contemporaneous third party valuations of common stock; (ii) the rights, preferences, and
privileges of convertible preferred stock relative to common stock; (iii) the lack of marketability of
common stock; (iv) stage and development of the Company’s business; (v) general economic conditions;
and (vi) the likelihood of achieving a liquidity event, such as an IPO or sale of the Company, given
prevailing market conditions. To evaluate the fair value of the underlying shares for grants between two
independent valuations and after the last independent valuation, a linear interpolation framework was used
to evaluate the fair value of the underlying shares.
Volatility — The expected stock price volatilities are estimated based on the historical and implied
volatilities of comparable publicly traded companies as the Company does not have sufficient history of
trading its common stock.
Risk-free Interest Rate — The risk-free interest rates are based on US Treasury yields in effect at the grant
date for notes with comparable terms as the awards.
Expected Term — The expected term of options granted to employees is based on the expected life of the
stock options, giving consideration to the contractual terms and vesting schedules. The expected term of
options granted to nonemployees is based on remaining contractual terms.
Dividend Yield — The expected dividend yield assumption is based on the Company’s current
expectations about its anticipated dividend policy.
The range of assumptions used in the Black-Scholes model for stock options for the years ended
December 31, 2019, 2018 and 2017, are as follows:
Year Ended December 31,
2019

38.22 –
41.67%

Expected volatility

2018

2017

44.29 – 46.84% 46.99 – 49.25%

Risk-free interest rate

1.52 – 2.60%

2.62 – 2.98%

1.84 – 2.25%

Expected term (years)

5.27 – 6.25

5.65 – 6.89

5.00 – 7.90

0%

0%

0%

Dividend yield
Stock Awards Issued to Nonemployees

During the years ended December 31, 2019, 2018 and 2017, the Company granted 330,385, 92,050, and
271,310, respectively, options to non-employees. The Company recognizes the expense for such services
based on the estimated fair value of the share-based awards using the Black-Scholes option-valuation
model, subject to periodic adjustment as the underlying equity instruments vest. The assumptions utilizing
the Black-Scholes option-pricing model are consistent with the options issued to employees of the
Company, other than the contractual term which is used for the expected term assumption. As of
December 31, 2019, 2018 and 2017, 651,285, 352,160, and 370,180 shares were outstanding with a
weighted-average exercise price of $0.19, $0.08, and $0.07 per share, respectively. The share-based
compensation expense for non-employee awards and the related portion capitalized to capitalized website
and internal-use software were immaterial for the years ended December 31, 2019 and 2018.
Common Stock Subject to Repurchase Related to Early Exercised Options
The Company typically allows employees to exercise options prior to vesting. Upon termination of
service of an employee, the Company has the right to repurchase at the original purchase price any nonvested but issued common shares. Such an exercise is not substantive for accounting purposes. The
consideration received
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STOCK-BASED COMPENSATION PLAN (cont.)
for an exercise of an option is considered to be a deposit of the exercise price, and the related dollar
amount is recorded as a liability. The liability is reclassified into additional paid-in capital on a ratable
basis as the award vests. During the years ended December 31, 2019, 2018 and 2017, $98 thousand, $424
thousand and $151 thousand, respectively, were recorded to additional paid in capital related to the
vesting of early exercised awards.
As of December 31, 2019 and 2018, the Company has recorded a liability of $269 thousand and
$261 thousand relating to 3,189,364, 6,069,206, and 853,032 options that were exercised and are nonvested, respectively.
A summary of the status of the Company’s non-vested shares and changes during the years then ended is
presented below:
2019

Non-vested as of January 1,
Exercises
Repurchased
Vested
Non-vested as of December 31,

2018

6,069,206

853,032

1,340,075

10,358,160

(321,039)

(140,167)

(3,898,878)

(5,001,818)

3,189,364

6,069,206

Restricted Stock Awards
Prior to 2016, the Company granted various restricted stock awards to select employees. Such options
generally vest over 4 years. As of December 31, 2019, 2018 and 2017, the Company had 758,850,
758,850 and 811,350 restricted stock awards that are included in the outstanding common share total, but
for which a portion of such shares are not vested for the respective employee, respectively. The
compensation effects of such shares were immaterial to the years ended December 31, 2019, 2018 and
2017.
9.

RELATED PARTY TRANSACTIONS
Sales with Related Party
In December 2018, the Company agreed to sell cars to Lithia under a one-sided marketplace (“OSM”)
program whereby the Company acquires cars from various sources in Oxnard, Salem and Fresno markets
and sells directly and solely to Lithia. In July 2019, the Salem OSM ceased operations. The Company
recognizes revenue at the agreed upon purchase price stated in the contract, plus charges such as repairs.
The Company invoices Lithia based on the purchase price of the car plus an agreed upon margin by
location. During the years ended December 31, 2019 and 2018, the Company recognized approximately
$7.1 million and $18 thousand, respectively, of sales from the OSM agreement with Lithia. As described
in Note 7 the 2019 revenues were subject to contra-revenue adjustment and fully eliminated following the
guidance related to consideration payable to a customer.
Other than sales made through OSM locations, the Company also sells used cars to Lithia using a pricing
algorithm as a basis for sales price. During the years ended December 31, 2019 and 2018, the Company
had sales of approximately $669 thousand and $44 thousand, respectively. As described in Note 7 the
2019 revenues were subject to contra-revenue adjustment and fully eliminated following the guidance
related to consideration payable to a customer.
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RELATED PARTY TRANSACTIONS (cont.)
Accounts Receivable from Related Party
As of December 31, 2019, the Company has $335 thousand outstanding accounts receivable from used
vehicle sales to Lithia, including $22 thousand in commissions based on the number of loan contracts
booked with US Bank. The Company operates under Lithia’s master agreement with US Bank where the
collections pass through Lithia.
Lease Agreements
In November 1, 2018 and July 10, 2019, pursuant to Milestone 1 and 4 discussed in Note 7, the Company
and Lithia, entered into license and services agreements that govern the Company’s access to and
utilization of reconditioning, offices and parking spaces at the Concord and Portland facilities of Lithia,
respectively. Both agreements expire on October 12, 2021, with automatic 12 months renewal subject to
terms and conditions of the agreements. During the years ended December 31, 2019, and December 31,
2018, total costs related to these agreements were approximately $13 thousand and $171 thousand,
respectively, and were expensed to selling, general and administrative expenses on the statement of
operations and other comprehensive loss.
Flooring Line of Credit Guarantee
In February 2019, the Company entered into a guarantee agreement with Lithia. The interest rate is 1.50%
per annum based on a daily outstanding flooring line of credit and is payable monthly to Lithia. For the
year ended December 31, 2019, the Company recorded $360 thousand to interest expense.
Delayed Draw Term Loan Agreement
As discussed in Note 6, the Company drew down $12.5 million on December 27, 2019, in accordance
with the DDTL agreement. $12.5 million remains outstanding as of December 31, 2019 and classified
within related party long term note, net, noncurrent on the consolidated balance sheet, net of the deferred
borrowing costs associated with the fair value of the loan guarantee of $4.0 million. Refer to Notes 2 and
7 for further discussion regarding the deferred borrowing costs.
Accounts Payable Due to Related Party
As of December 31, 2019, payables and accruals to Lithia consisted of other miscellaneous expenses of
$222 thousand.
Loan to Employees
On July 30, 2018 and April 4, 2019, the Company received partial recourse promissory notes for
$247 thousand and $121 thousand, respectively, as loans to an employee. The notes bear interest of 2.87%
and 2.59%, respectively, per year, compounded annually. The principal balance together with all accrued
but unpaid interest shall be due and payable in full upon the earliest of the day before the ninth
anniversary of the promissory note or earlier if the employee ceases to provide services to the Company
subject to the terms of the promissory note. Concurrently, the Company entered into a stock pledge
agreement whereby the employee granted security interest to the Company for all existing and new shares
earned by the employee from the Company. The proceeds from loan the of $247 thousand were used to
exercise the employee’s options and no cash was paid to the employee. The Company treated the loan as
an off-balance sheet transaction. The proceeds from the loan of $121 thousand was partially paid to the
employee and partially used to pay off taxes resulting from exercise of options in 2018.
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RELATED PARTY TRANSACTIONS (cont.)
On January 14, 2019, the Company received a promissory note in exchange for a $100 thousand loan to
another employee. The note bears an interest of 2.72% per year, compounded annually. The principal
balance together with all accrued but unpaid interest shall be due and payable on April 30, 2021, or
earlier, subject to the terms of the promissory note.
There were no related party transactions during the year ended December 31, 2017.

10. COMMITMENTS AND CONTINGENCIES
Lease Agreements
The Company is a tenant under various operating leases with third parties, including leases of office
facilities and parking/vehicle storage locations. These lease agreements are under noncancelable leases
and expire at various dates, ranging from 2020 through 2024.
As of December 31, 2019, future minimum commitments under facility operating leases were as follows
(in thousands):
Total Lease
Commitments

Year Ended December 31,
2020

$

5,370

2021

3,387

2022

2,366

2023

2,052

2024

773

Total minimum lease payments

$

13,948

The Company records rent expense on a straight-line basis over the term of the lease. Rent expense was
$7.2 million, $3.8 million, and $2.5 million for the years ended December 31, 2019, 2018 and 2017,
respectively, and is recorded within selling, general, and administrative expenses.
Litigation
The Company may be subject to legal proceedings and claims that arise in the ordinary course of
business. Other than the matter discussed below, Management is not currently aware of any matters that
will have a material effect on the financial position, results of operations, or cash flows of the Company.
The Company was named as a defendant in a class action lawsuit that alleged that, prior to December 1,
2015, the Company misclassified certain individuals as independent contractors and, following December
1, 2015 through 2017, the Company misclassified certain individuals as exempt employees. Following
mediation, in 2018 the parties reached a settlement in the amount of $1.5 million, plus $20 thousand in
federal and state payroll taxes. The Company’s cost of such amount was $1.2 million ($1.2 million of the
settlement, plus payroll taxes), with the remaining $0.3 million covered by the Company’s insurance. The
Company accrued for such amounts as of December 31, 2017, and subsequently paid out all balances
owed during 2018. As a condition of the settlement, all class members were released and discharged by
the Company (and its subsidiaries, employees, agents, predecessors, successors, and assigns) from any
further claims on such matter.
F-83

Table of Contents
SHIFT TECHNOLOGIES INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
11. SEGMENT INFORMATION
The Company has two reportable segments: Retail and Wholesale. No operating segments have been
aggregated to form the reportable segments. The Company determined its operating segments based on
how the chief operating decision maker (“CODM”) or decision-making group, reviews the Company’s
operating results in assessing performance and allocating resources. Our CODM is our Co-Chief
Executive Officers. The CODM reviews revenue and gross profit for each of the reportable segments.
Gross profit is defined as revenue less cost of sales incurred by the segment. The CODM does not
evaluate operating segments using asset information as these are managed on an enterprise wide group
basis. Accordingly, the Company does not report segment asset information. During the years ended
December 31, 2019, 2018 and 2017 the Company did not have sales to customers outside the
United States. As of December 31, 2019, 2018 and 2017, the Company did not have any assets located
outside of the United States.
The Retail reportable segment represents retail sales of used vehicles through the Company’s ecommerce
platform and fees earned on sales of value-added products associated with those vehicle sales. The
Wholesale reportable segment represents sales of used vehicles through wholesale auctions or DTW.
Information about the Company’s reportable segments are as follows (in thousands):
Year Ended December 31, 2019
Retail

Revenue from external customers

$

Wholesale

138,427 $

27,808

7,160

(8,922)

Segment gross profit

Consolidated

$

166,235
(1,762)

Year Ended December 31, 2018
Retail

Revenue from external customers

$

Segment gross profit

Wholesale

Consolidated

125,504 $

6,308 $

13,812

5,136

253

5,389

Year Ended December 31, 2017
Retail

Revenue from external customers

$

Segment gross profit

Wholesale

Consolidated

90,801 $

3,737 $

94,538

4,055

484

4,539

The reconciliation between reportable segment gross profit to consolidated loss before provision for
income taxes is as follows (in thousands):
Years Ended December 31,
2019

Segment gross profit

$

Selling, general and administrative expenses

(1,762) $

2018

2017

5,389

$

4,539

(71,860)

(44,697)

(28,570)

Depreciation and amortization

(3,221)

(2,530)

(1,567)

Interest expense

(5,461)

(3,171)

(261)

Interest and other income

1,821

Profit before tax

$
F-84

(80,483) $

143
(44,866) $

213
(25,646)
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The following table sets forth the computation of basic and diluted net loss per share attributable to
common stockholders:
(in thousands, except share and per share amounts)
December 31,
2019

2018

2017

Net loss attributable to common stockholders
$
(80,483) $
(44,866) $
Weighted-average number of shares outstanding used
to compute net loss per share attributable to
common stockholders, basic and diluted
34,579,059
26,172,848
Net loss per share attributable to common
stockholders, basic and diluted
$
(2.33) $
(1.71) $

(25,646)

28,718,469
(0.89)

The following potentially dilutive shares were not included in the calculation of diluted shares outstanding
for the periods presented as the effect would have been anti-dilutive:
December 31,
2019

Redeemable convertible preferred stock

2018

2017

255,237,101

247,216,590

Warrants

88,926,849

88,926,849

153,460

Stock options

40,551,940

8,943,192

18,176,002

758,850

758,850

758,850

385,474,740

345,845,481

171,413,649

Restricted stock awards
Total

152,325,337

13. INCOME TAXES
Net loss before income taxes was $80.5 million, $44.9 million, and $25.6 million for the years ended
December 31, 2019, 2018, and 2017, respectively. The Company had no income tax expense for the years
ended December 31, 2019, 2018, and 2017.
The following table presents a reconciliation of the statutory federal rate and our effective tax rate:
Year Ended December 31,
2019

Provision for income taxes at federal statutory rates

$

State taxes, net of federal benefit
Permanent differences
Stock based compensation on share exchange
Change in valuation allowance
Other
Total

(16,901) $
(5,297)

2017

(9,422) $
(2,695)

(99)

(8,720)
9,051

925

(155)

1,057

—

—

22,828

11,083

(1,588)
$

F-85

2018

—

(181)

109
$

—

5
$

—
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Significant components of the Company’s deferred tax assets and liabilities for federal, state and foreign
income taxes are as follows at December 31, 2019 and 2018, in thousands:
Year Ended December 31,
2019

2018

Deferred tax assets:
Accruals, reserves, and other

$

Depreciation

9,667

$

2,528

2,054

871

Federal net operating loss carryover

35,146

24,541

State net operating loss carryover

11,786

8,087

Total gross deferred tax assets
Less: valuation allowance
Net deferred tax assets

58,653

36,027

(58,619)

(35,791)

34

236

—

(200)

(32)

(34)

Deferred tax liabilities:
Accrued legal fees
Depreciation
Stock compensation
Total gross deferred tax liabiliies
Net deferred taxes

$

(2)

(2)

(34)

(236)

—

$

—

As of December 31, 2019, the Company had U.S. federal net operating loss carryforwards of
approximately $167.3 million, which may be available to offset future federal income and expire at
various years beginning with 2033. As of December 31, 2019, the Company also had state net operating
loss carryforwards of approximately $169.8 million, which may be available to offset future state income
tax and expire at various years beginning with 2033.
The Company has evaluated the positive and negative evidence bearing upon the deferred tax assets and
whether they will be realized. Based on the Company’s history of operating losses, the Company has
concluded that it is more likely than not that the benefit of its deferred tax assets will not be realized.
Accordingly, the Company has provided a full valuation allowance for deferred tax assets as of December
31, 2019 and 2018 of $58.6 million and $35.8 million, respectively.
The Company has not performed a Section 382 study to determine whether it had experienced a change in
ownership and, if so, whether the tax attributes (net operating losses or credits) were impaired. Under
Section 382 of the Internal Revenue Code of 1986, as amended, the Company’s ability to utilize net
operating loss or other tax attributes, such as research tax credits, in any taxable year may be limited if the
Company has experienced an “ownership change.” Generally, a Section 382 ownership change occurs if
there is a cumulative increase of more than 50 percentage points in the stock ownership of one or more
stockholders or groups of stockholders who owns at least 5% of a corporation’s stock within a specified
testing period. Similar rules may apply under state tax laws.
As of December 31, 2019 and 2018, the Company does not have any unrecognized tax benefits.
Accordingly, no amount of the unrecognized tax benefits, if recognized, would reduce the Company’s
annual effective tax rate because the Company does not anticipate a significant change to its unrecognized
tax benefits over the next twelve months.
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The Company recognizes interest and penalties related to uncertain tax positions in income tax expense.
As of December 31, 2019 and 2018, the Company had no accrued interest or penalties related to uncertain
tax positions and for the years ended December 31, 2019, 2018, and 2017 no amounts have been
recognized in the Company’s statements of operations and comprehensive loss.
The Company is subject to taxation in the United States and other state jurisdictions. The material
jurisdictions in which the Company is subject to potential examination include the United States and
California. The tax years from fiscal year 2015 and onward remain open to examination for federal
income tax purposes and by the other major taxing jurisdictions to which the Company is subject. The
Company is not currently under examination by any taxing authority.
On December 22, 2017, the Tax Cut and Jobs Act (“Tax Act”) was signed into legislation. The Tax Act
introduced a broad range of tax reform measures that significantly changed federal income tax laws. The
provisions of the Tax Act included changes to the U.S. federal tax rates, additional deductibility of
interest, and allows for the expensing of certain capital expenditures. There was no material impact to the
Company’s effective tax rate due to the Company’s full valuation allowance position. At the date of
enactment in December 2017, the Company’s net deferred tax assets and liabilities were revalued from
35% to 21% and the impact of the reduction to the gross deferred taxes was an offset to the valuation
allowance.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was enacted
in response to the COVID-19 pandemic. The CARES Act, among other things, permits NOL carryovers
and carrybacks to offset 100% of taxable income for taxable years beginning before 2021. In addition, the
CARES Act allows NOLs incurred in 2018, 2019, and 2020 to be carried back to each of the five
preceding taxable years to generate a refund of previously paid income taxes. The Company has evaluated
the impact of the CARES Act, and does not expect that the NOL carryback provision of the CARES Act
would result in a material cash benefit since the company has had taxable losses since inception. Other
income tax benefits relevant include a favorable increase in the interest expense limitation under IRC
section 163(j). The effect of the favorable 163j CARES Act changes will not have a significant impact to
the Company.
14. SUBSEQUENT EVENTS
The Company has evaluated subsequent events for financial statement purposes occurring through July
16, 2020, the date when these consolidated financial statements are available to be issued.
COVID-19
In March 2020, the World Health Organization declared the outbreak of the novel coronavirus disease
(“COVID-19”) as a pandemic, and we expect our operations in all locations to be affected as the virus
continues to proliferate. We have adjusted certain aspects of our operations to protect our employees and
customers while still meeting customers’ needs for vital technology. We will continue to monitor the
situation closely and it is possible that we will implement further measures. In light of the uncertainty as
to the severity and duration of the pandemic, the impact on our revenues, profitability and financial
position is uncertain at this time.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), was
signed into law in response to the COVID-19 pandemic. The CARES Act includes several significant
income tax relief provisions as well as the deferral of the employer portion of the social security payroll
tax. The income tax benefits include a favorable increase in the interest expense limitation under section
163(j), allowing a five-year net operating loss (“NOL”) carryback provision for certain NOLs, and
increasing the amount of NOLs corporations may use to offset income. The Company is in the process of
evaluating the income tax impacts of the CARES Act. However, the Company believes that due to several
factors, included the valuation allowance, the impact to the financial statements will not be significant. In
addition, the Company has adopted the deferral of the employer portion of the social security payroll tax.
The deferral is effective from
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the enactment date through December 31, 2020. The deferred amount will be paid in two installments and
the amount will be considered timely paid if 50% of the deferred amount is paid by December 31, 2021
and the remainder by December 31, 2022.
SBA PPP Loan
On April 22, 2020, the Company, through its subsidiaries Shift Technologies and Shift Operations,
borrowed unsecured loans (the “PPP Loans”) under the Paycheck Protection Program established under
the CARES Act, the outstanding principal amount of which totals $6.1 million. The PPP Loans were
made through Newtek Small Business Finance (the “Lender”), and the Company entered into two U.S.
Small Business Administration Paycheck Protection Program Notes (the “Agreements”) with the Lender
evidencing the PPP Loans.
The term of each PPP Loan is two years. Interest will accrue on the outstanding principal balances of the
PPP Loans at a fixed rate of 1.0%, which shall be deferred for the first six months of the term of the PPP
Loans. Monthly payments will be due and payable beginning in October 2020 and continue each month
thereafter until maturity of the PPP Loans. The Company may prepay principal of the PPP Loans at any
time in any amount without penalty. The Agreements contain customary events of default relating to,
among other things, payment defaults, breach of representations and warranties or provisions of the PPP
Loans. The occurrence of an event of default may result in the repayment of all amounts outstanding,
collection of all amounts owing from the Company, and/or filing suit and obtaining judgment against the
Company.
The Company may apply for forgiveness of the PPP Loans, or a portion thereof which is allocable to the
sum of the payroll and benefit costs and covered rent and utility payments incurred by the Company
within the specified period following the disbursement of the loans, as calculated in accordance with the
terms of the CARES Act. The Company may not seek or obtain forgiveness of the PPP Loans in whole or
in part. The Company has used the proceeds in accordance with the purposes permitted under the PPP
Loan program.
Insurance Acquisition Corp. Merger
On June 29, 2020, the Company entered into an Agreement and Plan of Merger (the “Merger
Agreement”) among the Company, Insurance Acquisition Corp., (“IAC”), an entity listed on the Nasdaq
Capital Market (“NASDAQ”) under the trade symbol INSU, IAC Merger Sub, Inc., a Delaware
corporation and direct wholly owned subsidiary of IAC (“Merger Sub”), providing for, among other
things, and subject to the conditions therein, the combination of the Company and IAC pursuant to the
proposed merger of Merger Sub with and into the Company with the Company continuing as the
surviving entity (the “Merger”). As a result of the Merger, each outstanding share of the Company’s
common stock, will be converted into the right to receive newly issued shares of INSU’s Class A common
stock, as calculated pursuant to the terms of the Merger Agreement.
Delayed Draw Term Loan
On June 4, 2020, the Company entered into the Amended and Restated Delayed Draw Term Loan
Agreement, whereby the termination date was amended to July 31, 2020.
On July 2, 2020, the Company drew down the second $12.5 million tranche of the DDTL to increase its
cash position and maximize flexibility in light of the uncertainty surrounding the impact of COVID-19.
See Note 6 for additional information.
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PART II. INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13.

Other Expenses of Issuance and Distribution

The following table sets forth all the costs and expenses payable in connection with the sale of the shares
of common stock being registered hereby. Except as otherwise noted, the registrant will pay all of the costs and
expenses set forth in the following table. All amounts shown below are estimates, except the SEC registration
fee:
SEC registration fee

$

32,321

Printing and engraving expenses

*

Legal fees and expenses

*

Accounting fees and expenses

*

Miscellaneous expenses

*

Total

$

*

____________
*

These fees are calculated based on the securities offered and the number of issuances and accordingly cannot be
defined at this time.

Item 14.

Indemnification of Directors and Officers

Section 145 of the DGCL authorizes a court to award, or a corporation’s board of directors to grant,
indemnity to directors and officers in terms sufficiently broad to permit such indemnification under certain
circumstances for liabilities, including reimbursement for expenses incurred, arising under the Securities Act.
Our second amended and restated certificate of incorporation provides that our directors shall not be
personally liable to us or our stockholders for monetary damages for breach of fiduciary duty as a director to the
fullest extent permitted by the DGCL. Our second amended and restated bylaws provide for indemnification of
our directors and officers to the maximum extent permitted by applicable law.
The right to indemnification conferred by our second amended and restated bylaws also includes the right
to be paid the expenses (including attorneys’ fees) incurred by a present or former director or officer in
defending any civil, criminal, administrative, or investigative action, suit, or proceeding in advance of its final
disposition, provided, however, that if the Delaware law requires, an advancement of expenses incurred by a
director or officer in his or her capacity as a director or officer shall be made only upon the Company’s receipt
of an undertaking by or on behalf of such director or officer to repay all amounts so advanced if it shall
ultimately be determined that such person is not entitled to be indemnified for such expenses under our second
amended and restated bylaws, or otherwise.
In addition, the Company entered into indemnification agreements with each of its directors and certain of
its officers. These agreements require us to indemnify such persons to the fullest extent permitted under
Delaware law against liabilities that may arise by reason of their service to the registrant, and to advance
expenses incurred as a result of any action, suit, or proceeding against them as to which they could be
indemnified.
The Company has in effect insurance policies for general officers’ and directors’ liability insurance
covering all of its officers and directors.
Item 15.

Recent Sales of Unregistered Securities.

In connection with the Merger, pursuant to subscription agreements dated June 29, 2020 (the “PIPE
Subscription Agreements”) by and between IAC and the investors party thereto (the “PIPE Investors”), with
respect to a private placement of Class A common stock, the Company issued and sold to the PIPE Investors
18,900,000 shares of Class A common stock at a price per share of $10.00 (the “PIPE Investment”). The PIPE
Investment was conditioned on the substantially concurrent closing of the Merger and other customary closing
conditions. The proceeds from the PIPE Investment will be used, among other things, for general corporate
purposes, which may include, but not be limited to, working capital for operations, repayment of indebtedness,
capital expenditures and future acquisitions.
Item 16.

Exhibits and Financial Statement Schedules

See the Exhibit Index on the page immediately preceding the signature page for a list of exhibits filed as
part of this registration statement on Form S-1, which Exhibit Index is incorporated herein by reference.
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Item 17.

Undertakings.

The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this
registration statement:
(i)

To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the
registration statement (or the most recent post-effective amendment thereof) which,
individually or in the aggregate, represent a fundamental change in the information set forth in
the registration statement. Notwithstanding the foregoing, any increase or decrease in volume
of securities offered (if the total dollar value of securities offered would not exceed that which
was registered) and any deviation from the low or high end of the estimated maximum
offering range may be reflected in the form of prospectus filed with the Commission pursuant
to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than 20
percent change in the maximum aggregate offering price set forth in the “Calculation of
Registration Fee” table in the effective registration statement;
(iii) To include any material information with respect to the plan of distribution not previously
disclosed in the registration statement or any material change to such information in the
registration statement; provided, however, that paragraphs (a)(l)(i), (a)(l)(ii) and (a)(l)(iii) do
not apply if the information required to be included in a post-effective amendment by those
paragraphs is contained in reports filed with or furnished to the Commission by the registrant
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 that are in the
registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b)
that is a part of the registration statement.
(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such posteffective amendment shall be deemed to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be deemed to be the initial bona
fide offering thereof.
(3) To remove from registration by means of a post-effective amendment any of the securities being
registered which remain unsold at the termination of the offering.
(4) That, for the purpose of determining liability under the Securities Act to any purchaser:
(i)

if the registrant is relying on Rule 430B,
(A) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be
part of the registration statement as of the date the filed prospectus was deemed part of
and included in the registration statement; and
(B) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part
of a registration statement in reliance on Rule 430B relating to an offering made
pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of providing the information
required by section 10(a) of the Securities Act of 1933 shall be deemed to be part of and
included in the registration statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of
securities in the offering described in the prospectus. As provided in Rule 430B, for
liability purposes of the issuer and any person that is at that date an underwriter, such
date shall be deemed to be a new effective date of the registration statement relating to
the securities in the registration statement to which that prospectus relates, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering
thereof. Provided, however, that no statement made in a registration statement or
prospectus that is part of the registration statement or made in a document incorporated
or deemed incorporated by reference into the registration statement or prospectus that is
part of the registration statement will, as to a purchaser with a time of
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contract of sale prior to such effective date, supersede or modify any statement that was
made in the registration statement or prospectus that was part of the registration
statement or made in any such document immediately prior to such effective date.
(ii) if the registrant is subject to Rule 430C, each prospectus filed pursuant to Rule 424(b) as part
of a registration statement relating to an offering, other than registration statements relying on
Rule 430B or other than prospectuses filed in reliance on Rule 430A, shall be deemed to be
part of and included in the registration statement as of the date it is first used after
effectiveness. Provided, however, that no statement made in a registration statement or
prospectus that is part of the registration statement or made in a document incorporated or
deemed incorporated by reference into the registration statement or prospectus that is part of
the registration statement will, as to a purchaser with a time of contract of sale prior to such
first use, supersede or modify any statement that was made in the registration statement or
prospectus that was part of the registration statement or made in any such document
immediately prior to such date of first use.
(5) That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any
purchaser in the initial distribution of the securities:
The undersigned registrant undertakes that in a primary offering of securities of the undersigned
registrant pursuant to this registration statement, regardless of the underwriting method used to sell
the securities to the purchaser, if the securities are offered or sold to such purchaser by means of any
of the following communications, the undersigned registrant will be a seller to the purchaser and
will be considered to offer or sell such securities to such purchaser:
(i)

Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering
required to be filed pursuant to Rule 424 (§ 230.424 of this chapter);

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the
undersigned registrant or used or referred to by the undersigned registrant;
(iii) The portion of any other free writing prospectus relating to the offering containing material
information about the undersigned registrant or its securities provided by or on behalf of the
undersigned registrant; and
(iv) Any other communication that is an offer in the offering made by the undersigned registrant to
the purchaser.
(6) The undersigned registrant hereby undertakes that, for purposes of determining any liability under
the Securities Act of 1933, each filing of the registrant’s annual report pursuant to section 13(a) or
section 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan’s annual report pursuant to section 15(d) of the Securities Exchange Act of
1934) that is incorporated by reference in the registration statement shall be deemed to be a new
registration statement relating to the securities offered therein, and the offering of such securities at
that time shall be deemed to be the initial bona fide offering thereof.
(7) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or
otherwise, the registrant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is, therefore,
unenforceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of
the registrant in the successful defense of any action, suit or proceeding) is asserted by such
director, officer or controlling person in connection with the securities being registered, the
registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification
by it is against public policy as expressed in the Act and will be governed by the final adjudication
of such issue.
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EXHIBIT INDEX
Exhibit No.

2.1

2.2

3.1
3.2
4.1
4.2

4.3

4.4

5.1
10.1

10.2

10.3

10.4

10.5

10.6
10.7

10.8

10.9

Description

Agreement and Plan of Merger, dated June 29, 2020, by and among Insurance Acquisition Corp.,
IAC Merger Sub, Inc., and Shift Technologies, Inc. (incorporated by reference to Exhibit 2.1 to the
Company’s Current Report on Form 8-K filed on June 29, 2020, File No. 001-38839).+
First Amendment to Agreement and Plan of Merger, dated August 19, 2020, by and among
Insurance Acquisition Corp., IAC Merger Sub, Inc., and Shift Technologies, Inc. (incorporated by
reference to Exhibit 2.2 to the Amendment No. 5 to Form S-4 filed on September 23, 2020, File
No. 333-239896, which is included as Annex A).+
Second Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit
3.1 to the Current Report on Form 8-K filed on October 14, 2020).
Second Amended and Restated Bylaws (incorporated by reference to Exhibit 3.2 to the Current
Report on Form 8-K filed on October 14, 2020).
Specimen Warrant Certificate (included in Exhibit 4.2).
Warrant Agreement, dated March 19, 2019, between Continental Stock Transfer & Trust Company
and the IAC (incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K filed on
March 25, 2019).
Stockholders Letter Agreement, dated October 13, 2020, by and among the Company and certain
former stockholders of Shift identified on the signature pages thereto (incorporated by reference to
Exhibit 4.3 to the Current Report on Form 8-K filed on October 14, 2020).
Sponsor Letter Agreement, dated October 13, 2020, by and among the Company, Insurance
Acquisition Sponsor, LLC and Dioptra Advisors, LLC (incorporated by reference to Exhibit 4.4 to
the Current Report on Form 8-K filed on October 14, 2020).
Opinion of Jenner & Block LLP.*
Letter Agreement, dated March 19, 2019, by and between the Company and certain security
holders, officers, and directors of the Company (incorporated by reference to Exhibit 10.1 to the
Current Report on Form 8-K filed on March 25, 2019).
Administrative Services Agreement, dated March 19, 2019, by and between the Company and
Cohen & Company, LLC (incorporated by reference to Exhibit 10.6 to the Current Report on
Form 8- K filed on March 25, 2019).
Placement Unit Subscription Agreement, dated March 19, 2019, by and between the Company and
Insurance Acquisition Sponsor, LLC (incorporated by reference to Exhibit 10.4 to the Current
Report on Form 8-K filed on March 25, 2019).
Placement Unit Subscription Agreement dated March 19, 2019, by and between the Company and
Cantor Fitzgerald & Co. (incorporated by reference to Exhibit 10.5 to the Current Report on
Form 8-K filed on March 25, 2019).
Investment Management Trust Agreement dated March 19, 2019, by and between the Company
and Continental Stock Transfer & Trust Company (incorporated by reference to Exhibit 10.2 to the
Current Report on Form 8-K filed on March 25, 2019).
Form of Indemnity Agreement (incorporated by reference to Exhibit 10.5 to Amendment No. 1 to
the Registration Statement on Form S-1 filed on February 25, 2019).
Loan Commitment Agreement, dated March 19, 2019, by and between the Company and
Insurance Acquisition Sponsor, LLC (incorporated by reference to Exhibit 10.7 to the Current
Report on Form 8-K filed on March 25, 2019).
Form of Promissory Note between the Company and Insurance Acquisition Sponsor, LLC
(included in Exhibit 10.7) (incorporated by reference to Exhibit 10.7 to the Current Report on
Form 8-K filed on March 25, 2019).
Amendment No. 1 to Letter Agreement dated as of May 13, 2019 (incorporated by reference to
Exhibit 10.8 to the Quarterly Report on Form 10-Q filed on May 14, 2019).
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Exhibit No.

10.10

10.11

10.12
10.13

10.14

10.15

10.16
10.17

10.18

10.19
10.20

10.21
10.22

10.23

10.24

10.25

Description

Promissory Note issued by the Company to Cohen & Company, LLC, dated May 21, 2020
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed on May 21,
2020).
Voting Agreement dated as of July 1, 2020, by and among the Company, certain stockholders of
the Company, Insurance Acquisition Sponsor, LLC, Dioptra Advisors, LLC, Shift Technologies,
Inc. and the Shift Technologies, Inc. stockholders identified on the signature pages thereto
(incorporated by reference to Exhibit 10.11 to the Registration Statement on Form S-4 filed on
July 17, 2020).
Shift Technologies, Inc. 2020 Omnibus Equity Compensation Plan (incorporated by reference to
Exhibit 10.12 to the Current Report on Form 8-K filed on October 14, 2020).
Offer Letter by and between Sean Foy and Shift Technologies, Inc., dated October 16, 2018, as
amended by that certain Side Letter by and between Sean Foy and Shift Technologies, Inc., dated
October 16, 2018 (incorporated by reference to Exhibit 10.13 to the Registration Statement on
Form S-4 filed on July 17, 2020).
Offer Letter by and between Cindy Hanford and Shift Technologies, Inc., dated October 4, 2019
(incorporated by reference to Exhibit 10.14 to the Registration Statement on Form S-4 filed on
July 17, 2020).
Offer Letter by and between Toby Russell and Shift Technologies, Inc., dated October 22, 2015
(incorporated by reference to Exhibit 10.15 to the Registration Statement on Form S-4 filed on
July 17, 2020).
Amended and Restated Shift Technologies 2014 Stock Incentive Plan (incorporated by reference
to Exhibit 10.16 to the Registration Statement on Form S-4 filed on July 17, 2020).
Employment Agreement, dated October 13, 2020, by and between the Company and George
Arison ((incorporated by reference to Exhibit 10.17 to the Current Report on Form 8-K filed on
October 14, 2020).
Employment Agreement, dated October 13, 2020, by and between the Company and Tobias
Russell (incorporated by reference to Exhibit 10.18 to the Current Report on Form 8-K filed on
October 14, 2020).
Form of RSU Agreement (Tobias Russell) (incorporated by reference to Exhibit 10.19 to the
Current Report on Form 8-K filed on October 14, 2020).
One-Sided Marketplace Agreement (Fresno), dated July 1, 2019, by and among Lithia Motors,
Inc., Shift Operations LLC, and Shift Technologies, Inc. (incorporated by reference to Exhibit
10.20 to Amendment No. 1 to the Registration Statement on Form S-4 filed on August 19, 2020).(1)
Form of RSU Agreement (George Arison) (incorporated by reference to Exhibit 10.21 to the
Current Report on Form 8-K filed on October 14, 2020).
Amended and Restated Delayed Draw Term Loan Agreement, dated October 18, 2019, by and
among Shift Technologies, Inc., Shift Operations LLC, Shift Finance, LLC, and Lithia Motors,
Inc. (incorporated by reference to Exhibit 10.22 to Amendment No. 2 to the Registration Statement
on Form S-4 filed on September 3, 2020).
Loan and Security Agreement, dated October 11, 2018, by and among U.S. Bank National
Association, Shift Technologies, Inc., and Shift Operations LLC (incorporated by reference to
Exhibit 10.23 to Amendment No. 2 to the Registration Statement on Form S-4 filed on September
3, 2020).
Amendment Number 1 to Loan and Security Agreement, dated February 14, 2019, by and among
U.S. Bank National Association, Shift Technologies, Inc., and Shift Operations LLC (incorporated
by reference to Exhibit 10.24 to Amendment No. 2 to the Registration Statement on Form S-4 filed
on September 3, 2020).
Amendment Number 2 to Loan and Security Agreement, dated September 24, 2019, by and among
U.S. Bank National Association, Shift Technologies, Inc., and Shift Operations LLC (incorporated
by reference to Exhibit 10.25 to Amendment No. 2 to the Registration Statement on Form S-4 filed
on September 3, 2020).
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Exhibit No.

10.26

Description

23.1

Amendment Number 3 to Loan and Security Agreement, dated November 29, 2019, by and among
U.S. Bank National Association, Shift Technologies, Inc., and Shift Operations LLC (incorporated
by reference to Exhibit 10.26 to Amendment No. 2 to the Registration Statement on Form S-4 filed
on September 3, 2020).
Amendment Number 4 to Loan and Security Agreement, dated April 17, 2020, by and among U.S.
Bank National Association, Shift Technologies, Inc., and Shift Operations LLC (incorporated by
reference to Exhibit 10.27 to Amendment No. 2 to the Registration Statement on Form S-4 filed on
September 3, 2020).
Form of RSU Agreement (Cindy Hanford) (incorporated by reference to Exhibit 10.28 to the
Current Report on Form 8-K filed on October 14, 2020).
Letter Agreement, dated October 7, 2020, by and between the Company and Sean Foy
(incorporated by reference to Exhibit 10.29 to the Current Report on Form 8-K filed on October
14, 2020).
Letter Agreement, dated October 7, 2020, by and between the Company and Tobias Russell
(incorporated by reference to Exhibit 10.30 to the Current Report on Form 8-K filed on October
14, 2020).
Employment Agreement, dated October 13, 2020, by and between the Company and Cindy
Hanford (incorporated by reference to Exhibit 10.31 to the Current Report on Form 8-K filed on
October 14, 2020).
Form of PIPE Subscription Agreement (incorporated by reference to Exhibit 10.2 to the
Company’s Current Report on Form 8-K filed on June 29, 2020).
Amended and Restated Registration Rights Agreement, dated October 13, 2020, by and among
Insurance Acquisition Sponsor, LLC, Dioptra Advisors, LLC, Cantor Fitzgerald & Co. and certain
initial stockholders of IAC identified on the signature pages thereto (incorporated by reference to
Exhibit 10.33 to the Current Report on Form 8-K filed on October 14, 2020).
Subsidiaries of the Registrant (incorporated by reference to Exhibit 21.1 to the Current Report on
Form 8-K filed on October 14, 2020).
Consent of Grant Thornton LLP, independent registered public accounting firm of IAC.

23.2

Consent of Deloitte & Touche LLP, independent public accounting firm of Shift.

23.3

Consent of Jenner & Block LLP (included in Exhibit 5.1).*

24.1

Power of Attorney (included on the signature page hereof).*

10.27

10.28
10.29

10.30

10.31

10.32
10.33

21.1

____________
(1)
+

*

Portions of the exhibit have been omitted pursuant to Rule 406.
The exhibits and schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(b)(2). The
Registrant agrees to furnish supplementally a copy of all omitted exhibits and schedules to the Securities and
Exchange Commission upon its request.
Previously filed.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this Registration
Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of San Francisco,
State of California, on November 20, 2020.
SHIFT TECHNOLOGIES, INC.
/s/ George Arison
George Arison
Co-Chief Executive Officer and Chairman
Pursuant to the requirements of the Securities Act of 1933, as amended, this Amendment No. 1 to the
Registration Statement has been signed below by the following persons in the capacities and on the dates
indicated.
/s/ George Arison

November 20, 2020

George Arison

Co-Chief Executive Officer and
Chairman of the board of directors
(co-principal executive officer)

*

Co-Chief Executive Officer and President

November 20, 2020

Toby Russell

(co-principal executive officer)

*

Chief Financial Officer

Cindy Hanford

(principal financial officer)

November 20, 2020

*

Controller

Blima Tuller

(principal accounting officer)

November 20, 2020

*

Director

November 20, 2020

Director

November 20, 2020

Director

November 20, 2020

Director

November 20, 2020

Director

November 20, 2020

Director

November 20, 2020

Victoria McInnis
*
Kellyn Smith Kenny
*
Jason Krikorian
*
Emily Melton
*
Adam Nash
*
Manish Patel
* By: /s/ George Arison
George Arison
Attorney-in-fact
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We have issued our report dated March 25, 2020, with respect to the financial statements of Insurance Acquisition Corp. contained in this Registration
Statement and Prospectus. We consent to the use of the aforementioned report in this Registration Statement and Prospectus, and to the use of our name as
it appears under the caption “Experts.”
/s/ GRANT THORNTON LLP
Philadelphia, Pennsylvania
November 20, 2020

Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the use in this amendment to Registration Statement No. 333- 249786 on Form S-1 of our report dated July 16, 2020, relating to the
consolidated financial statements of Shift Technologies, Inc. We also consent to the reference to us under the heading "Experts" in such Registration
Statement.
/s/ DELOITTE & TOUCHE LLP
San Francisco, California
November 20, 2020

