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Forward-Looking Statements

This report contains forward-looking statements, mdudin% but not limited to: statements regarding the potential for a significant expansion in funding
capacity on our platform, the pursuit of committed capital partnerships, our ability to modernize the car-buying process, the diversification of our
funding and borrower bases, the resilience of our credit performance, our returnto a Eattem of quarter on quarter growth and profitability this year,
and optimism about Upstart's future. You can identify forward-looking statements by the fact that th(éy do not relate strictly to historical or current facts.
These statements may include words such as “anticipate”, “estimate”, "expect”, “project’, “plan”, “intend”, “target’, “aim”, “believe”, “may”, “will", “should",
“becomin%”, “look forward”, “could”, “can have”, “likely” and other words and terms of similar meaning in connection with any discussion of the timing or
nature of future operating or financial performance or other events. Forward-looking statements may give our current expectations and projections
relating to our financial condition; macroeconomic factors; plans; objectives; product development; growth opportunities; assumptions; risks; future
performance; business; investments; and results of operations. Neither we nor any other person assumes responsibility for the accuracy and
completeness of any of these forward-looking statements. The forward-looking statements included in this report relate only to events as of the date
hereof. Upstart undertakes no obligation to update or revise any forward-looking statement as a result of new information, future events or otherwise,
except as otherwise required by law.

All forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially from those that we expected.
More information about factors that could affect our results of operations and risks and uncertainties are provided in our public filings with the
Securities and Exchange Commission, copies of which may be obtained by visiting our investor relations website at www.upstart.com or the SEC's
website at www.sec.gov. These risks and uncertainties include, but are not limited to, our future growth prospects and financial performance; our ability
to manage the adverse effects of macroeconomic conditions and disruptions in the credit markets, including inflation and related monetary policy
changes, such as increasing interest rates; our ability to access sufficient loan funding, including in the securitization and whole loan sale markets; the
effectiveness of our credit decisioning models and risk management efforts; geopolitical events, such as the Russia-Ukraine conflict; our ability to retain
existing, and attract new, lending partners; and our ability to operate successfully in a highly-regulated industry.
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Revenue
$842M, down 1% Y/Y

Loss from Operations
($114M), down 181% Y/Y

Contribution Profit
$447M, up 12% Y/Y and representing
49% of fee revenue

Net Loss
($109M), down 180% Y/Y

Adjusted EBITDA
$37M, or 4% of revenue, down 2,292 bps Y/Y
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1,129,672 Loans
75% Automated

Originations

Key Wins and Highlights

2

Model accuracy improved as much in
the last seven months as prior 2.5 years
Our Al models continue to separate risk
significantly better than a traditional FICO-
based model and we continue to increase
our pace of model development.

More than doubled Bank and Credit
Union partners, ending the year at 92
Despite the difficult 2022 environment, banks
and credit unions recognize and appreciate

a fundamental secular change in technology
when they see it.

Originated more than 24,000 small
dollar loans in FY22

More than 12,000 small dollar loans in Q4.
88% of Q4 small dollar loans had no
human review.

Finished the year with 778 dealerships
under contract and successfully piloted
auto lending at 27 partner rooftops
Upstart funded greater than 20% of the total
funded loans at participating dealerships.
When presented with an Upstart loan offer,
borrowers choose Upstart 42% of the time.

1 In addition to our results determined in accordance with GAAP, we believe that certain non-GAAP financial measures, including contribution profit and adjusted EBITDA are useful in
evaluating our operating performance. For a full reconciliation of each non-GAAP metric to the most directly comparable financial measure stated in accordance with GAAP, please
see |tem 7 - Management's Discussion and Analysis of Financial Condition and Results of Operations - Reconciliation of Non-GAAP Financial Measures in this Annual Report.

2 Total market volume for each category is based on data provided by TransUnion for Q3 2020 - Q2 2021.

3 Total small business loans using data provided by the Office of Advocacy U.S. Small Business Administration, September 2020, for 2019 fiscal year.

Financial Highlights | Upstart 2022 Annual Report



Dear Shareholders,

2022 was a challenging year for Upstart.
Our business faced significant macro risk,
historic interest rate hikes, extremely
cautious lenders and credit markets,

and the withdrawal of federal stimulus
payments, all of which disproportionately
affected our core borrowers. The resulting
contraction in loan volume led to a
significant decline in fee revenue and
negative profitability. And while there are
some encouraging signs that the worst
may be behind us, we continue to plan for
a difficult year ahead.

But great challenges also bring great
opportunities, and we delivered a number
of major improvements that will make us
a stronger company for the future. Indeed,
| believe we made more progress with our
technology in 2022 than in any year in our
history.

Consumers

We are intensely focused on making
borrowing easier and more affordable for
all consumers. Due to our investments

in automation, last year a record 82%

of personal loans required no human
intervention in the process of originating
the loan. We also expanded our offerings
to include small dollar loans from $200 to
$2,500. In just seven months we originated
more than 24,000 small dollar loans to
individuals who otherwise would not have
been approved for personal loans. We are
also growing at the opposite end of the
credit spectrum, by focusing on attracting
more prime consumers. So while many
lenders retreated to serving super prime
consumers, we made significant progress
in learning how to price and serve all
Americans in all market conditions.

Lending partners

Instead of competing with banks, we
enable them to modernize their lending
with Al. The fact that we more than
doubled the number of lenders on our
platform in a year in which most were very
cautious suggests banks and credit unions
recognize a historic technology transition
when they see it. More than 90 banks and
credit unions now trust Upstart to help
them approve more borrowers, lower
their default rates, and deliver the digital-

2 Letter to Shareholders | Upstart 2022 Annual Report



first lending experience their customers
demand.

Funding

One of our goals this year is to strengthen
the funding on our platform. Our new
lenders represent the potential for a
significant expansion in funding capacity
on our platform once the economy
stabilizes.

In addition, we continue to pursue multiple
forms of committed capital partnerships
that will provide robust funding and
reduce the volatility in transaction volume
on our platform.

UMI

Another top priority is to be the fastest
platform to respond to changes in

the macro economy and to provide

the most current information to our
lenders. That's why I'm very excited
about the Upstart Macro Index (UMI).
This new metric measures how changing
economic conditions like inflation and
unemployment are impacting credit
performance, and in March we launched
this monthly metric to the public at www.
upstart.com/UMI. In an industry first, we
now provide lenders with near real-time
insight into the financial health of the
American consumer, allowing them to
adjust their lending programs accordingly.

-

“ More than 90 banks
and credit unions now
trust Upstart to help them
approve more borrowers,
lower their default rates,
and deliver the digital-
first lending experience
their customers demand.”

~

J

Letter to Shareholders | Upstart 2022 Annual Report



“ Our ability to rank risk
improved more in the last
seven months of the year

than in the prior two and a

half years.”

-

Auto dealers

Last year we also made significant
progress in our new growth areas, auto
retail and auto financing. Our software
now gives auto dealerships the ability

to offer consumers a seamless online

to in-store car buying experience. Acura
[2023], Honda, Subaru, and Volkswagen
all certified our software and made it
available to their dealerships nationwide,
joining Kia, Lexus, Mitsubishi, and Toyota.

We finished the year with 778 dealerships,
a 90% increase from a year ago. As car
prices stabilize and supply constraints
ease, our ability to modernize the car-
buying process will only grow in value to
our dealer partners.

We also believe there's a big opportunity
to apply our Al models and technology to
auto lending. We're now piloting our auto
loans in 27 of our dealerships to help them
approve more applicants and increase

sales. The early results are promising:
when borrowers are presented with an
Upstart-powered loan in these dealerships,
they choose us 42% of the time. As
secured auto financing becomes a much
larger portion of our volume, it will further
diversify our funding and borrower bases.

Credit performance

Despite the many challenges of 2022, our
credit performance remains solid. Our Al
model provides about four times more
precision than FICO in terms of separating
low-risk borrowers from high-risk ones,
and we are confident that our model has
never been more accurate. Our ability to
rank risk improved more in the last seven
months of the year than in the prior two
and a half years.

An investor who invested equally in all
Upstart cohorts, from program inception
in 2018 through Q3 2022, would now
expect a 9.7% gross annualized return,
against a target of 8.3%. And recent
underperforming loan vintages are seeing
improving returns over the last several
months. The resilience of our credit
performance through such a difficult
period bodes well for the future.

Finances

Finally, and certainly of at least equal
importance, we are intensely focused on
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generating operating cash and positive
GAAP net income once again.

Given the reduction in lending volume,
we reduced the size of our workforce by
about 500 people. This was an extremely
difficult but necessary step and I'm deeply
grateful for the many contributions these
Upstarters made to our company.

We also strengthened our unit economics
both by increasing our revenue per loan
as well as reducing marketing spend in our
most expensive acquisition channels. This
combined with our efforts to streamline
operations allowed us to end the year
with record contribution profit, even while
revenue declined. With some modest
cooperation from the economy, we expect
to return to our pattern of quarter on
quarter growth and profitability this year.

Reinventing credit through Al

We founded Upstart 11 years ago on the
belief that technology and data science
could improve access to affordable credit.
Recent developments in generative Al have
reinforced the transformative potential of
this technology. Today, it's obvious that Al
can more accurately quantify the risk of a
loan than a 30-year-old credit score.

We chose our mission - of reinventing
credit so that it works for everyone -
not because it's easy, but because it's

\"

important. We chose it because no one
else was doing it and it needed to be
done. So we most certainly won't let some
economic turbulence get in our way. We
are a much stronger company than we
were a year ago, and | am as optimistic as
ever about Upstart’s future.

| can think of no better journey to improve
the financial health of mainstream
Americans than the one we're on. Thank
you for being a part of it.

e

Dave Girouard
Co-Founder & CEO

Letter to Shareholders | Upstart 2022 Annual Report 5



Board of Directors

¢

Dave Girouard Sukhinder Singh Cassidy Paul Gu Ciaran O'Kelly
Chairperson Lead Independent Director Since 2012 Since 2018
Since 2012 Since 2020

Hilliard Terry Mary Hentges Kerry Cooper Jeff Huber
Since 2019 Since 2019 Since 2021 Since 2021

Leadership Team

Dave Girouard Becca Gelenberg
Co-Founder & CEO Chief People Officer
Paul Gu Annie Delgado
Co-Founder, Chief Technology Officer Chief Risk Officer
Anna M. Counselman Michael Lock
Co-Founder, Business Operations SVP, Lending Partnerships
Scott Darling Chantal Rapport
Chief Legal Officer & Corporate Secretary Chief Marketing Officer
Sanjay Datta Brent Mills
Chief Financial Officer SVP of Engineering
Rosemary Kendrick Andrew Kovacs
SVP, Operations Head of Communications &

Government Affairs

Corporate Governance | Upstart 2022 Annual Report



Upstart Holdings, Inc.
FORM 10-K
TABLE OF CONTENTS

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the fiscal year ended December 31, 2022

OR

|:| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission File Number: 001-39797

 Upstart

Upstart Holdings, Inc.

(Exact name of registrant as specified in its charter)

Delaware 46-4332431
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
Upstart Holdings, Inc.
2950 S. Delaware Street, Suite 300
San Mateo, California 94403
(Address of principal executive offices, including zip code)
(650) 204-1000

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:
Title of each class: Trading Symbol: Name of each exchange on which registered:
Common Stock, par value $0.0001 per share UPST Nasdaq Global Select Market

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes X No (1

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [ No [XI

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes [XI No (]

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to
Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit such files). Yes X No O



Upstart Holdings, Inc.
FORM 10-K
TABLE OF CONTENTS

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting
company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,”
and “emerging growth company” in Rule 12b-2 of the Exchange Act.

2 <

Large accelerated filer [x Accelerated filer
Non-accelerated filer O Smaller reporting company
Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying
with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its
internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public

accounting firm that prepared or issued its audit report. [XI

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant
included in the filing reflect the correction of an error to previously issued financial statements []

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based
compensation received by any of the registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes[J No X

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrants as of June 30, 2022, the
last business day of the registrant’s most recently completed second fiscal quarter, was $2,234,352,139, based on the closing price reported
for such date on the NASDAQ. Shares of the registrant’s common stock held by each executive officer, director and holder of 10% or more
of the outstanding common stock have been excluded in that such persons may be deemed to be affiliates. This calculation does not reflect a
determination that certain persons are affiliates of the registrant for any other purpose.

As of February 8, 2023 there were 81,386,429 shares of the registrant’s common stock outstanding.
Documents Incorporated by Reference

Portions of the registrant’s Definitive Proxy Statement relating to the 2023 Annual Meeting of Stockholders are incorporated by reference
into Part II and III of this Annual Report on Form 10-K to the extent stated herein. Such Definitive Proxy Statement will be filed with the
Securities and Exchange Commission within 120 days after the end of the registrant’s fiscal year ended December 31, 2022.



PART L.
Item 1.
Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.

PART II.
Item 5.
Item 6.
Item 7.

Item 7A.
Item 8.

Item 9.

Item 9A.
Item 9B.
Item 9C.

PART III.
Item 10.
Item 11.

Item 12.

Item 13.
Item 14.

PART IV.
Item 15.
Item 16.

Upstart Holdings, Inc.
FORM 10-K
TABLE OF CONTENTS

Business

Risk Factors

Unresolved Staff Comments
Properties

Legal Proceedings

Mine Safety Disclosures

Unregistered Sales of Equity Securities and Use of Proceeds

[RESERVED]

Management’s Discussion and Analysis of Financial Condition and Results of
Operations

Quantitative and Qualitative Disclosures About Market Risk
Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

Controls and Procedures
Other Information

Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Directors, Executive Officers and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

Certain Relationships and Related Transactions, and Director Independence

Principal Accountant Fees and Services

Exhibits and Financial Statement Schedules

Form 10-K Summary

Page

28
90
90
90
90

91
93

94
114
116

172
172
174
174

174
174

175
175
175

175
179



SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the
federal securities laws about us and our industry, which statements involve substantial risks and uncertainties.
Forward-looking statements generally relate to future events or our future financial or operating performance. In
some cases, you can identify forward-looking statements because they contain words such as “may,” “will,”
“should,” “expect,” “plan,” “anticipate,” “seek,” “could,” “intend,” “target,” “aim,” “project,” “contemplate,”
“believe,” “estimate,” “predict,” “potential,” or “continue,” or the negative of these words or other similar terms
or expressions that concern our expectations, strategy, plans, or intentions. Forward-looking statements
contained in this Annual Report on Form 10-K include statements about:

EEINT3 EERNT3 EERNT3

»  our future financial performance, including our expectations regarding our revenue, our operating
expenses, our ability to determine reserves and our ability to achieve and maintain profitability;

*  our ability to improve the effectiveness and predictiveness of our Al models and our expectations
that improvements in our Al models can lead to higher approval rates and lower interest rates;

*  our ability to increase the volume of loans facilitated through our Al lending marketplace;

» our ability to successfully maintain a diversified loan funding strategy, including lending
partnerships and whole loan sales and securitization transactions;

e our capital allocation plans, including expectations regarding funding loans through our balance
sheet and allocations of cash and timing for any share repurchases and other investments;

e our ability to maintain competitive interest rates offered to borrowers on our platform, while
enabling our lending partners and institutional investors to achieve an adequate return over their
cost of funding;

*  our ability to successfully build our brand and protect our reputation from negative publicity;

e our ability to increase the effectiveness of our marketing strategies, including our direct consumer
marketing initiatives;

* our expectations regarding macroeconomic events, including rising interest and inflation rates
and monetary policy changes;

*  our expectations regarding the credit performance of Upstart-powered loans;

» the impact of the COVID-19 pandemic and any associated economic downturn on our business
and results of operations;

*  our expectations and management of future growth, including expanding the number of potential
borrowers;

*  our reductions in workforce announced in November 2022 and January 2023, including our
ability to successfully implement such reductions in workforce or achieve the anticipated cost
reductions;

*  our ability to successfully adjust our proprietary Al models, products and services, and provide
up-to-date information to our lending partners, in a timely manner in response to changing
macroeconomic conditions and fluctuations in the credit market;

*  our compliance with applicable local, state and federal laws;

e our ability to comply with and successfully adapt to complex and evolving regulatory
environments, including regulation of artificial intelligence and machine learning technology;

*  our expectations regarding regulatory support of our approach to Al-based lending;



*  our expectations regarding the success of our strategic investments and acquisitions, including the
integration of acquired operations, products, technology, internal controls and personnel;

*  our expectations regarding new and evolving markets and our ability to enter into new markets
and introduce new products and services;

*  our expectations concerning relationships with third parties;
e our ability to protect against increasingly sophisticated fraudulent borrowing and online theft;
*  our ability to service our loans and pursue collection of delinquent and defaulted loans;

e our ability to successfully compete with companies that are currently in, or may in the future
enter, the markets in which we operate;

e our ability to effectively secure and maintain the confidentiality of the information received,
accessed, stored, provided and used across our systems;

e our ability to successfully obtain and maintain corporate funding and liquidity to support
continued growth and for general corporate purposes;

e our ability to attract, integrate and retain qualified employees;

* our ability to maintain an effective system of disclosure controls and internal control over
financial reporting and operations;

*  our ability to effectively manage and expand the capabilities of our operations teams, outsourcing
relationships and other business operations;

*  our ability to maintain, protect and enhance our intellectual property;
*  our expectations regarding outstanding litigation and regulatory investigations; and

»  our ability to manage the increased expenses associated with being a public company.

We caution you that the foregoing list may not contain all of the forward-looking statements made in
this report.

Forward-looking statements should not be relied upon as predictions of future events. We have based
the forward-looking statements contained in this report primarily on our current expectations and projections
about future events and trends that we believe may affect our business, financial condition, results of operations,
and prospects. The outcome of the events described in these forward-looking statements is subject to risks,
uncertainties, and other factors, including those described in the section titled “Risk Factors” and elsewhere in
this report. Readers are urged to carefully review and consider the various disclosures made in this report and in
other documents we file from time to time with the Securities and Exchange Commission that disclose risks and
uncertainties that may affect our business. Moreover, we operate in a very competitive and rapidly changing
environment. New risks and uncertainties emerge from time to time and it is not possible for us to predict all
risks and uncertainties that could have an impact on the forward-looking statements contained in this report. We
cannot assure you that the results, events, and circumstances reflected in the forward-looking statements will be
achieved or occur, and actual results, events, or circumstances could differ materially from those described in
the forward-looking statements.

Neither we nor any other person assumes responsibility for the accuracy and completeness of any of
these forward-looking statements. Moreover, the forward-looking statements made in this report relate only to
events as of the date on which the statements are made. We undertake no obligation to update any forward-
looking statements made in this report to reflect events or circumstances after the date of this report or to reflect
new information or the occurrence of unanticipated events, except as required by law. Undue reliance should



not be placed on our forward-looking statements as we may not actually achieve the plans, intentions, or
expectations disclosed in our forward-looking statements. Our forward-looking statements do not reflect the
potential impact of any future acquisitions, mergers, dispositions, joint ventures, or investments we may make.

In addition, statements that “we believe” and similar statements reflect our beliefs and opinions on the
relevant subject. These statements are based upon information available to us as of the date of this report, and
while we believe such information forms a reasonable basis for such statements, such information may be
limited or incomplete, and our statements should not be read to indicate that we have conducted an exhaustive
inquiry into, or review of, all potentially available relevant information. These statements are inherently
uncertain, and investors are cautioned not to unduly rely upon these statements.

Each of the terms the “Company,” “we,” “our,” “us” and similar terms used herein refer collectively to
Upstart Holdings, Inc., a Delaware corporation, and its consolidated subsidiaries, unless otherwise stated.



PART I
ITEM 1. BUSINESS

Overview

Our mission is to enable effortless credit based on true risk.

We are a leading, cloud-based Al lending marketplace. Al lending enables a superior loan product with
improved economics that can be shared between consumers and lenders. Our lending marketplace aggregates
consumer demand for high-quality loans and connects to our network of Upstart Al-enabled bank and credit
union partners, collectively our “lending partners”. Consumers on our platform benefit from higher approval
rates, lower interest rates, and a highly automated, efficient, all-digital experience. Our lending partners benefit
from access to new customers, lower fraud and loss rates, and increased automation throughout the lending
process.

Money is a fundamental ingredient of life, and unless you are in the few percent of Americans with
significant wealth, the price of borrowing affects you every day. Through all of history, affordable credit has
been central to unlocking mobility and opportunity. The FICO score was invented in 1989 and remains the
standard for determining who is approved for credit and at what interest rate. While FICO is rarely the only
input in a lending decision, most lenders use simple rules-based systems that consider only a limited number of
variables. Unfortunately, because these legacy credit systems fail to accurately identify and quantify risk,
millions of creditworthy individuals are left out of the system, and millions more pay too much to borrow
money.

We leverage the power of Al to more accurately quantify the true risk of a loan. Our Al models have
been continuously upgraded, trained and refined for more than nine years. We have discrete Al models that
target fee optimization, income and identity fraud, acquisition targeting, loan stacking, prepayment prediction,
and time-delimited default prediction. Our models incorporate more than 1,500 variables and benefit from a
rapidly growing training dataset that currently contains more than 44.4 million repayment events. The flywheel
effects generated by our constantly improving AI models provide a significant competitive advantage—more
training data generally leads to higher approval rates and lower interest rates with better returns to lending
partners.

Our Al models are provided to lending partners within a consumer-facing cloud application that
streamlines the end-to-end process of originating and servicing a loan. We have built a configurable, multi-
tenant cloud application designed to integrate seamlessly into a lender’s existing technology systems. Our
highly configurable marketplace allows each lender to define its own credit policy and determine the significant
parameters of its lending program. Our Al models use and analyze data from all of our lending partners. As a
result, these models are trained by every Upstart-powered loan, and each lending partner benefits from
participating in a shared Al lending marketplace.

Consumers can discover Upstart-powered loans in one of two ways: either via Upstart.com or through a
lender-branded product on our lending partners’ own websites.

Loans issued through our lending marketplace can be retained by our originating lending partners, sold
to our broad base of institutional investors and buyers that invest in Upstart-powered loans or funded by
Upstart’s balance sheet. In the year ended December 31, 2022, 30% of the loans funded through our platform
were retained by the originating lenders, 60% of loans were purchased by institutional investors through our
loan funding programs and the remaining 10% were funded through our balance sheet. Our institutional
investors and buyers that participate in our loan funding programs invest in Upstart-powered loans through
whole loan purchases, purchases of pass-through certificates and investments in asset-backed securitizations. A
large fraction of the whole loans sold to institutional investors under our loan funding programs are originated



by Cross River Bank, or CRB. In the year ended December 31, 2022, CRB originated 51% of the loans
facilitated on our platform and fees received from CRB accounted for 45% of our total revenue. In the year
ended December 31, 2022, one of our other lending partners originated 36% of the loans facilitated on our
platform and accounted for 28% of our total revenue. We enter into nonexclusive agreements with our whole
loan purchasers and each of the grantor trust entities in our asset-backed securitizations, pursuant to which we
provide loan servicing. To enhance the robustness of our loan funding capacity for our marketplace across
business and macroeconomic cycles, we are pursuing a plan for additional sources of loan funding that may
include multi-year committed structures.

Our revenue is primarily comprised of fees paid by lending partners. We charge our lending partners
platform and referral fees at origination and loan servicing fees as consumers repay their loans. Our agreements
with our lending partners are nonexclusive and may contain minimum fee amounts. As a usage-based platform,
we target positive unit economics on each transaction, leading to a cash efficient business model that enables
both high growth rates and profitability.

Our Al Lending Models

Our Al models are central to our value proposition and unique position in the industry. Our models
incorporate more than 1,500 variables, which are analogous to the columns in a spreadsheet. They have been
trained by more than 44.4 million repayment events, analogous to rows of data in a spreadsheet.

These elements of our model are co-dependent; the use of hundreds or thousands of variables is
impractical without sophisticated machine learning algorithms to tease out the interactions between them. And
sophisticated machine learning depends on large volumes of training data. Over time, we have been able to
deploy and blend more sophisticated modeling techniques, leading to a more accurate system. This co-
dependency presents a challenge to others who may aim to short-circuit the development of a competitive
model. While incumbent lenders may have vast quantities of historical repayment data, their training data lacks
the hundreds of columns, or variables, that power our model. For more details regarding the variables, training
data, and algorithms in our models, please see “Business—Evolution of Upstart’s AI Models.”

Despite their sophistication, our Al models are delivered to lending partners in the form of a simple
cloud application that shields borrowers from the underlying complexity. Additionally, our platform allows
lending partners to tailor lending applications based on their policies and business needs. Our lending partners
can configure many aspects of their lending programs, including factors such as loan duration, loan amount,
minimum credit score, maximum debt-to-income ratio and return target by risk grade. Within the construct of
each lender’s self-defined lending program, our platform enables the origination of conforming and compliant
loans at a low per-loan cost.

Our Ecosystem

Our platform connects consumers, lenders and institutional investors through a shared Al lending
marketplace. Because Al is a new and disruptive technology, and lending is a traditionally conservative
industry, we have brought our technology to market in a way that allows us to grow rapidly and improve on our
Al models, while allowing lenders to take a prudent and responsible approach to assessing and adopting our
platform.

On the consumer side, we aggregate demand on Upstart.com, where consumers are presented with
lender-branded offers from our lending partners. In this way, we benefit lenders who have adopted our Al
lending technology. Lending partners can also offer Upstart-powered loans through a branded interface on their
own website or mobile application. Consumers on our platform are generally offered unsecured personal and
secured auto loans ranging from $200 to $100,000 in size, at APRs typically ranging from approximately 6.7%



to 35.99%, with terms typically ranging from three to seven years, with a monthly repayment schedule and no
prepayment penalty.

We have also made significant investments in Upstart Auto Retail, a front-end software-as-a-service
application that modernizes the auto sales process for both the consumer and the dealer. Similar to Upstart.com,
we expect Upstart Auto Retail to become an important aggregator of demand.

On the funding side, our lending partners can retain loans that align with their business and risk
objectives; loan volumes exceeding their collective funding capacity or risk tolerance can be flowed through our
loan funding programs and sold to our network of institutional investors, which have far broader and more
diverse capacity to absorb and distribute risk. This flexible approach allows our lending partners to adopt Al
lending at their own pace, while we continue to grow and improve our platform.

Value Proposition to Consumers

*  Higher approval rates and lower interest rates—An internal study, which was
developed in connection with our previous CFPB no-action letter, compared our Al
model to that of a traditional credit score only model. The study demonstrated the ability
of our Al model to expand credit access to borrowers. Results from the internal study as
of December 31, 2021 showed that our Al model approves 43.4% more borrowers and
yields 43.2% lower average APR for approved loans.

*  Superior digital experience—Whether consumers apply for a loan through Upstart.com
or directly through a lending partner’s website, the application experience is streamlined
into a single application process and the loan offers provided are firm. In the year ended
December 31, 2022, 75% of Upstart-powered loans were instantly approved with no
document upload or phone call required, an increase from 69% in 2021. Such
automation improvements were due in large part to improvements to our Al models and
the application of such models to different aspects of the loan process, including data
verification and fraud detection.

Value Proposition to Lending Partners and Institutional Investors

»  Competitive digital lending experience—We provide regional banks and credit unions
with a cost effective way to compete with the technology budgets of their much larger
competitors.

*  Expanded customer base—We refer customers that apply for loans through Upstart.com
to our lending partners, helping them grow both loan volumes and number of customers.

*  Delivering returns—We focus on credit performance compared to the expectations set
by us at the time of origination. Since 2018 through mid-2022, all quarterly vintages of
loans retained by our lending partners, to date are currently forecasted to meet or exceed
the target returns set at the time of loan origination. For loans purchased by institutional
investors, all vintages from 2018 through 2020 are forecasted to deliver returns at or in
excess of the targets such institutional investors were expecting to receive, while our
2021 through mid-2022 vintages have underperformed relative to target returns. If a loan
buyer invested equally in all vintages of loans transacted across our platform since 2018,
they would expect a positive return on all vintages thus far.

e New product offerings—Personal loans are one of the fastest-growing segments of credit
in the U.S. and auto financing is the second largest segment of consumer lending. Our
platform helps lenders provide a product their customers want, rather than letting
customers seek loans from competitors.



e [Institutional investor acceptance—Analyses by credit rating agencies help lenders gain
confidence that Upstart-powered loans are subject to significant and constant scrutiny
from experts, the results of which are often publicly available.

Our Competitive Strengths
Constantly Improving AI Models

We have been building and refining our Al models for more than nine years, and they have led directly
to our growth and profitability. Our models currently incorporate more than 1,500 variables and are trained by
more than 44.4 million repayment events. Beyond the advantages accrued by our constantly growing volume of
training data, our machine learning team continues to update our modeling techniques regularly. Model and
technology improvements have increased our conversion rate over time.

Flexible Two-Sided Ecosystem

We benefit from aggregating consumer demand on Upstart.com and referring those consumers directly
to our network of lending partners. Our consumer presence allows us to increase awareness of and interest in
Upstart-powered loans, directly contributing to our own growth, as well as the growth and success of our
lending partners’ lending programs.

With an expanding list of lending partners, we can solve the borrowing needs of an increasingly diverse
array of consumers.

Efficient Fee-Based Business

In the year ended December 31, 2022, we generated 108% of revenue from fees from lending partners
and loan servicing. We have also achieved a high degree of automation, with 75% of Upstart-powered loans
approved instantly and fully automated in the year ended December 31, 2022, driving operating leverage and
improving unit economics.

Regulatory Compliance

We have worked with regulators since our inception to ensure we operate in compliance with applicable
laws and regulations. Al lending expands access to affordable credit by constantly finding new ways to identify
qualified borrowers, yet AI models must avoid unlawful disparate impact or statistical bias that would be
harmful to protected groups. We have demonstrated to the CFPB that our platform does not introduce unlawful
bias to the credit decision and we have developed sophisticated testing procedures to ensure future versions of
the model remain fair. Previously, we received a no-action letter regarding the use of our Al model to
underwrite and price unsecured closed-end loans. The CFPB issues no-action letters to reduce potential
regulatory uncertainty for innovative products that may offer significant consumer benefit. Our no-action letter
was terminated upon our request in June 2022 so we could update our Al models without the delay of seeking
regulatory approval.

Our Growth Strategy
Model Improvements
A key ingredient of our historical growth has been our Al model improvements and technology

upgrades, and we expect this trend to continue for the foreseeable future. Model upgrades typically result in
higher approval rates, better loan offers, higher degrees of automation and other improvements that increase our
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total number of funded loans. As our model accuracy increases, we are able to re-target and approve consumers
who previously visited our site but were not eligible for a loan.

More Efficient Funding

When we have a sufficient supply of available capital, our growth can be driven by a reduced cost of
funding for Upstart-powered loans. This can happen when more lenders adopt our platform, or existing partners
increase their budget for Upstart-powered loans, increasing competition for loans and pushing down offered
interest rates. Cost of funding can also be reduced as lending partners gain more confidence in our models and
lower some of the constraints they choose to place on their lending program. The cost of funding through
institutional investors can also improve over time, based on market conditions and as credit rating agencies and
loan, bond, and residual buyers gain confidence in the credit performance of Upstart-powered loans.

Partner Distribution

Today, the vast majority of borrowers are referred to our lending partners via Upstart.com. But these
lending partners are also beginning to offer Upstart-powered loans through their own websites, supported by
their own marketing programs. We expect the lending partner distribution of Upstart-powered loans to grow
over time, as more lending partners roll out branded versions of Upstart to serve their new and existing
customers directly.

New Products

Personal loans are one of the fastest-growing segments of consumer credit in the U.S., but they are far
from the largest. As we apply our Al models and technology to other credit verticals, we will be able to serve
the needs of more consumers and to play a broader technology enablement role for our lending partners. There
is significant opportunity to expand from personal loans and auto loans to mortgages and beyond.

In June 2020, we began offering auto loans on our platform and in September 2020, the first auto loan
was originated through the Upstart platform. In the year ended December 31, 2022, approximately 26,000 auto
loans were originated through Upstart.com. In October 2021, we announced the launch of Upstart Auto Retail
software, and as of December 31, 2022 more than 700 dealer locations have adopted the software.

Our Marketplace

Our Al lending marketplace enables lenders to provide consumers access to credit. The first credit
product offered through our platform was an unsecured personal loan, and we have since expanded to secured
auto loans.

Consumers

We have built a mobile-responsive web application at Upstart.com, where consumers can quickly and
easily inquire about a rate, evaluate and choose a loan offer, provide necessary information for verification and
review required disclosures before final acceptance of the loan. A virtually identical experience is also offered
as a branded product on lending partners’ websites.

Lending Partners and Institutional Investors

Our platform is designed to help our lending partners originate loans according to their unique
requirements. In order to do this, we provide a wide variety of options for lenders to define and control their
lending program.

e Upstart Referral Network—Once we aggregate consumer demand on our website, we pass
those customers to our lending partners.
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*  Branded product—Lending partners can serve customers with a branded Upstart application
on their own website or mobile application.

*  Configurations—Because our lending partners have complete authority and control over
their lending programs, our lending partners predetermine many aspects of their loan
offering, including interest rate and loan size ranges, maximum target loss rate, minimum
credit score, maximum debt-to-income ratio, target returns for various risk profiles, fee
structures and disclosures.

o Servicing—While most lending partners choose to have us service their loans (through a
branded servicing portal), each has the option of directly servicing loans itself. Our servicing
platform manages all communication with borrowers, credit reporting agencies, and when
necessary, collections agencies.

*  Access to capital markets—We have built a broad network of institutional investors who
provide loan funding to lending partners through purchases of whole loans, pass-through
certificates and asset-backed securitizations. A significant portion of the loans originated by
CRB and two other lending partners are sold to institutional investors through our funding
programs.

o Long-term committed funding—In August 2022, we announced our plans to pursue
additional sources of institutional investor loan funding capacity for our marketplace that
may include multi-year committed structures. As of December 31, 2022, long-term
committed funding was not part of our funding structure.

Evolution of Upstart’s AI Models

The Al models underpinning the Upstart platform are central to its efficacy and the high-quality
experience we provide to borrowers. The key aspects of our Al models include:

Variables

Variables in our AI models have increased from 23 in 2014 to more than 1,500 as of December 31,
2022. These include factors related to credit experience, employment, educational history, bank account
transactions, cost of living and loan application interactions.
Training Data

As of December 31, 2022, our models have been trained by more than 44.4 million repayment events
such as a successful repayment or a delinquency. Upstart’s models learn from repayment data even while loan
principal remains outstanding, allowing the models to improve in real time.
Modeling Techniques

Growth in training data has enabled the development of increasingly sophisticated modeling
techniques. For example, while earlier versions of our AI models were centered on logistic regression, our more
recent models incorporate stochastic gradient boosting. We expect that our data science investments and
continued growth of training data will unlock even more powerful techniques over time.
Model Applications

While our first model focused on predicting the likelihood of loan default, we have since applied

models throughout the process of credit origination. These models quantify and reduce risk in various ways,
while also increasing automation and funnel conversion.
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The currently active Al models within the Upstart platform—shared by and available to all Upstart’s
lending partners—include:

»  Fee optimization—optimizes assignment of origination fees;
e Income fraud—quantifies potential misrepresentation of borrower income;
*  Acquisition targeting—identifies consumers likely to qualify for and have need for a loan;

*  Loan stacking—identifies consumers likely to take out multiple loans in a short period of
time;

e Prepayment prediction—quantifies the likelihood that a consumer will make payments on a
loan earlier than originally scheduled;

e Identity fraud—quantifies the risk that an applicant is misrepresenting their identity; and

o Time-delimited default prediction—quantifies the likelihood of default for each period of the
loan term.

Our Technology Infrastructure

Our cloud-based software platform incorporates modern technologies and software development
approaches to allow for rapid development of new features.

Cloud-Native Technologies

We run our technology platform as containerized services on the AWS cloud. Our architecture is
designed for high availability and horizontal scalability. Our primary development platforms are Ruby on Rails
and Python, but our Kubernetes-based compute environment gives us the flexibility to run heterogeneous
workloads with minimal operational overhead. We deploy new software regularly without platform downtime,
allowing borrowers and lenders to immediately benefit from the latest updates to our platform.

Data Integrity and Security

Our information security program governs how we safeguard the confidentiality, integrity, and
availability of our consumer and lending partner data. Our environment is continuously monitored with a suite
of tools designed to detect and respond to security events in both internal and user-facing systems. We have a
robust secure software development cycle and regularly engage with third parties to audit our security program
and to perform regular penetration tests of our Web application and cloud environment.

Configurable Multi-Tenant Architecture

Our multi-tenant architecture enables multiple lending partners to use the same version of our
application while securely segmenting their data. Though all tenants are using the same version of our platform,
our software is designed to be highly configurable to meet the needs of our diverse lending partners, allowing
customizations to everything from the applicant user interface to the core rules governing credit decisioning.

Machine Learning Platform
In order to support innovation in our underwriting, fraud detection and acquisition models, we have
developed proprietary technologies to enable our machine learning team to develop, train, test and deploy new

model updates with minimal engineering support. Our backend systems are designed to flexibly integrate with
multiple third-party data sources to feed these models and support real-time decisioning.
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Responsive Web Design

Our user interface is responsive to ensure applicants and borrowers have a smooth experience
regardless of whether they are accessing our website from a desktop, mobile device or tablet.

Robust Reporting and Integration Capabilities

Our reporting APIs provide institutional investors and lending partners the ability to access data
through a programmatic interface. Our integration capabilities with lending partners include an ability to pre-fill
applicant information via API and provide loan details in real-time to facilitate a seamless process from
application to origination. Our lending partner reporting portal provides our lending partners with a centralized
console to view real time performance metrics of their lending program, view and verify their credit policy and
program configuration, and on-demand access to operational reports and documents.

Consumer Marketing

Our growth and marketing approach is driven by the strength of our product and the interest rates we
offer. While many lenders see consumer choice as a detractor from sales volume, we benefit when consumers
compare our offers to other lenders’ offers. Over time, our ability to offer lower rates than our competitors has
improved significantly. Because our model changes in real time, we are able to extend new offer loans to
applicants who were previously not eligible or were previously quoted a higher rate.

Our growth and marketing initiatives are primarily focused on bringing potential borrowers to
Upstart.com, where they can learn if they qualify for a loan from one of our lending partners and the terms of
the loan offer in only a few minutes. Our customer acquisition channels combine a mix of online and offline, as
well as paid and unpaid, channels. While we constantly experiment to expand and optimize our acquisition
strategies, our largest channels include:

*  Marketing affiliates—A variety of online media partners, such as loan aggregators, send us traffic
on a cost per origination basis. Many loan aggregators also incorporate application data to provide
online prescreened offers, which leads to highly targeted and interested referrals. For example, a
significant number of consumers that apply for a loan on Upstart.com learn about and access
Upstart.com through the website of one of our partners, Credit Karma.

*  Direct mail—We apply our strengths in data science to target individuals who both qualify for and
may have a need for an Upstart-powered loan. The ability to analyze an individual’s credit data to
target and mail prescreened offers of credit gives this channel a meaningful data advantage over
other channels.

*  Organic traffic—As our brand recognition and reputation grow, an increasing number of potential
borrowers come directly to Upstart.com simply by word of mouth.

*  Email marketing—We have an automated email program that sends customized messages and
reminders to potential borrowers once they have created accounts to encourage them to complete
their loan application.

e Online advertising—Search engines and social channels enable targeted outreach to potential
borrowers with specific messages. In addition, we also advertise on podcast and streaming
television services.

Lending Partnerships
We target a wide range of small, medium, and large lending partners with an appetite to invest in

improved underwriting, digital originations and unsecured lending. As of December 31, 2022, we had 90
lending partners.
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CRB originates a large fraction of the whole loans sold to institutional investors under our loan funding
programs. For the years ended December 31, 2020, 2021 and 2022, fees received from CRB accounted for 63%,
56% and 45%, of our total revenue, respectively. We have entered into a loan program agreement that governs
the terms and conditions between us and CRB with respect to loans facilitated through our platform and issued
by CRB.

We have also entered into separate agreements with each of our other lending partners. Our agreements
with our lending partners are non-exclusive and may contain minimum fee amounts.

Our platform includes a cloud-based web application for all user interactions, including rate inquiry,
loan offer presentation, adverse action notification, bank account verification and connectivity, borrower
identity and credential verification, disclosure presentation and loan servicing. The software includes a variety
of embedded AI models supporting and automating fraud prevention, credit decisioning and borrower
verification. Lending partners also have access to an administrative interface for reporting and program
management. We also perform regulatory fairness tests on lending partners’ behalf.

Institutional Investors

Our platform allows lending partners to originate and retain loans that meet their business objectives.
Because lenders vary with respect to program objectives, risk tolerance and funding capacity, each lender’s
program parameters can vary significantly.

By leveraging our institutional investors’ broad and diverse capacity to absorb and distribute credit
risk, we can develop our business and our Al models faster than if we relied only on the funding capacity of our
lending partners. Accordingly, institutional funding enhances our lender funding capacity and risk tolerance.
The combination of lending partner and institutional investor funding provides our platform with competitive
and diverse capital.

Our network of institutional investors includes purchasers of whole loans originated via Upstart’s
platform, as well as capital markets investors that buy securities, such as pass-through certificates. In the case of
whole loan purchasers, we typically enter into loan purchase agreements and loan servicing agreements with
such purchasers. The loan purchase agreements provide for the purchaser to place requests (ordinarily on a
monthly basis) to purchase pools of whole loans originated via Upstart’s platform by certain lending partners.
Institutional investors may also purchase interests in loans originated via Upstart’s platform in the form of pass-
through certificates rather than whole loans. We have pass-through certificate programs sponsored by certain
financial institutions under which institutional investors can purchase securities collateralized by Upstart-
powered loans from an issuer trust.

While there are minimal differences between whole loan sales and sales of pass-through certificates
from Upstart’s perspective, both programs are offered to provide flexibility to institutional investors in our loan
funding programs. Institutional investors may prefer pass-through certificates, which may be more liquid, while
other institutional investors may prefer whole loan purchases, which are generally more cost effective. Whole
loans purchased after origination may later be included in our asset-backed securitization transactions whereby
interests in these Upstart-powered loans are sold to other institutional investors.

For our asset-backed securitization transactions, we engage with investment banks to structure
investments under which we and/or certain of the purchasers of whole loans or pass-through certificates
described in the preceding paragraphs sell pools of whole loans to a bankruptcy-remote securitization special
purpose entity. The special purpose entities, through one or more intermediate transfers and entities, create and
sell tranched asset-backed notes and subordinated certificates, in each case, backed by the collective pools of
Upstart-powered loans sold into the investment structure. We are typically retained by participating institutional
investors to service the loans, and act in such servicing capacity for the life of the investment transaction.
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We are pursuing a plan for additional sources of institutional investor loan funding capacity for our
marketplace that may include multi-year, committed structures.

Operations

We have developed sophisticated tools that our internal operations team uses to support the origination
and servicing of credit. While verification is primarily and increasingly handled by our software and AI models,
we also offer Upstart-designed tools to guide credit analysts and fraud specialists in cases where our software is
not yet able to sufficiently verify borrower information. By providing a prescriptive and unique path for each
applicant, our system helps our operations team provide a streamlined experience for as many borrowers as
possible.

Our operations teams, including credit analysts, fraud specialists, customer support, payments
specialists, and supporting services (like quality assurance and training) work to deliver a seamless user
experience to consumers on behalf of our lending partners.

Loan Origination Operations

While verification is primarily and increasingly handled by our software and Al models, we also offer
Upstart-designed tools to guide credit analysts and fraud specialists in cases where our software is not yet able
to sufficiently verify borrower information. By providing a prescriptive and unique path for each applicant, our
system helps our operations team provide a streamlined experience for as many borrowers as possible.

This team focuses on the minority of borrowers whose applications are not entirely automated or any
applicant who has questions or issues throughout the application process. While 25% of Upstart-powered loans
involve human processing, the vast majority of these loans are not fraudulent. Thus, our team focuses on
expediting applicants through the process to the extent possible and appropriate, while identifying and rejecting
fraudulent applications. Our operations team works closely with our engineering and machine learning teams to
further increase our levels of automation.

Most prospective borrowers and applicants interact with Upstart via our online platform and help
center, but we also make agent-based support readily available to all borrowers. For phone support, we partner
with external call center vendors and have a team of dedicated Upstart agents with specialized training.

Servicing Operations

Upstart-powered loans are serviced via our homegrown platform. For borrowers who miss payments,
we focus on early intervention and attempt to reach them via emails, calls, texts, and mail to help bring their
account current or offer hardship options in accordance with our servicing policies. Borrowers on our platform
are supported via a combination of internal payments specialists and third-party service providers.

We hold collections licenses in the majority of states and conduct some first-party collections
activities. We also partner with third-party agencies for collections, especially for accounts more than 30 days
past due. Debt collection calls and collection performance are reviewed regularly by our quality assurance or
vendor management teams. Our operations and compliance teams each also perform vendor onsite audits
annually.

Competition

Consumer lending is a vast and competitive market, and we compete in varying degrees with all other
sources of unsecured consumer credit, including banks, non-bank lenders (including retail-based lenders) and
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other financial technology lending platforms. Because personal loans often serve as a replacement for credit
cards, we also compete with the convenience and ubiquity that credit cards represent.

On the lending partnership side, we compete with a variety of technology companies that aim to help
lenders with the digital transformation of their business, particularly with respect to all-digital lending. This
includes new products from legacy lending technology providers as well as newer companies focused entirely
on lending software infrastructure for lenders. We may also face competition from lenders or companies that
have not previously competed in the consumer lending market, including companies with large and experienced
machine learning teams and access to vast amounts of consumer-related information that could be used in the
development of their own credit risk models.

We believe we compete favorably based on the following competitive factors:
*  Constantly improving Al models;
e Compelling loan offers to consumers that improve regularly;
e Automated and user-friendly loan application process;
*  Consistent and predictable loan performance;
¢ Cloud-native, multi-tenant architecture;
+  Combination of technology and customer acquisition for lending partners;
*  Robust and diverse loan funding programs; and

e Brand recognition and trust.
Government Regulation

We and the loans made through our platform by our lending partners are subject to extensive and
complex rules and regulations and examination by various federal, state and local government authorities.
Failure to comply with any of the applicable rules and regulations may result in, among other things, revocation
of required licenses or registration, loss of approved status, effective voiding or rescission of the loan contracts,
class action lawsuits, administrative enforcement actions and civil and criminal liability. While compliance with
such requirements is at times complicated by our novel business model, we believe we are, at a minimum, in
substantial compliance with these rules and regulations.

We are currently, and expect in the future, to be regulated by the CFPB. In addition to the CFPB, the
Federal Trade Commission has jurisdiction to investigate aspects of our business, including with respect to
marketing practices. Other state and federal agencies, including prudential bank regulators and state attorneys
general have the ability to regulate aspects of our business. Further, we are subject to inspections, examinations,
supervision and regulation by applicable agencies in each state in which we are licensed. Regulatory oversight
of our business may change over time. By way of example, in 2020, the California Consumer Financial
Protection Law was enacted, which seeks to emulate the CFPB with respect to its enforcement and supervisory
capabilities as well as require additional state registration for certain covered persons. We expect that regulatory
examinations by both federal and state agencies will continue, and there can be no assurance that the results of
such examinations will not have a material adverse effect on us.

Below, we summarize several of the material federal lending, servicing and related laws applicable to

our business. Many states have laws and regulations that are similar to the federal consumer protection laws
referred to below, but the degree and nature of such laws and regulations vary from state to state.
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Federal Lending and Related Laws
Truth in Lending Act

The Truth in Lending Act, or TILA, and Regulation Z, which implements it, require creditors to
provide consumers with uniform, understandable information concerning certain terms and conditions of their
loan and credit transactions, and to comply with certain lending practice requirements and restrictions. These
rules apply to loans facilitated through our platform, and we assist with compliance as part of the services we
provide to our lending partners. For closed-end credit transactions, required disclosures include, among others,
providing the annual percentage rate, the finance charge, the amount financed, the number of payments, the
amount of the monthly payment, the presence and amount of certain fees, and the presence of certain
contractual terms. TILA also regulates the advertising of credit and gives borrowers, among other things, certain
rights regarding updated disclosures and the treatment of credit balances. We, on behalf of the applicable
lending partner, provide applicants with a TILA disclosure when applicants complete their loan applications on
our platform. If the applicant’s request is not fully funded and the applicant chooses to accept a lesser amount
offered, we provide an updated TILA disclosure on behalf of the applicable lending partner. We also seek to
comply with TILA’s disclosure requirements related to credit advertising and, to the extent that we hold or
service loans, TILA’s requirements related to treatment of credit balances for closed-end loans. We also can
facilitate the origination of a limited number of credit card accounts through our platform. In connection with
such accounts, TILA requires the provision of certain solicitation and account-opening disclosures. TILA also
imposes requirements on the terms of credit card accounts, and the process of originating and servicing such
accounts. Though our platform may facilitate the origination of credit card accounts by a lending partner, we do
not originate or service such accounts at this time.

Equal Credit Opportunity Act

The Equal Credit Opportunity Act, or ECOA, prohibits creditors from discriminating against credit
applicants on the basis of race, color, sex, age (provided that the applicant has the capacity to enter into a
binding contract), religion, national origin, marital status, the fact that all or part of the applicant’s income
derives from any public assistance program, or the fact that the applicant has in good faith exercised any right
under the federal Consumer Credit Protection Act or certain state laws. Regulation B, which implements
ECOA, restricts creditors from requesting certain types of information from loan applicants or engaging in
certain loan-related practices, and from using advertising or making statements that would discourage on a
prohibited basis a reasonable person from making or pursuing an application. These requirements apply to
lending partners for loans facilitated through our platform as well as to us as a service provider that assists in the
process. We abide by policies and procedures implemented by our lending partners to comply with ECOA’s
provisions prohibiting discouragement and discrimination. ECOA also requires creditors to provide applicants
with timely notices of adverse action taken on credit applications, including disclosing to applicants who have
been declined their rights and the reason for their having been declined. On behalf of our lending partners, we
provide prospective borrowers who apply for a loan through our platform but are denied credit with an adverse
action notice in compliance with applicable requirements.

On December 1, 2020, in connection with the inquiries from a consumer advocacy group and five
members of the U.S. Senate seeking information regarding our compliance with ECOA, we entered into an
agreement with the NAACP Legal Defense and Education Fund and the Student Borrower Protection Center in
which we agreed, among other things, to participate in fair lending reviews of our Al models and to engage
Relman Colfax LLP, or Relman, a neutral third-party firm, to perform periodic fair lending assessments over a
two-year period. Most recently, in September 2022, Relman published its third public report with its findings
and recommendations for our Al models. Notwithstanding our belief that our models and our lending partners’
lending facilitated by our models comply with ECOA, the reports from Relman and consumer advocacy groups
and associated legislative and/or regulatory inquiries could create negative publicity and increase the risk of
private litigation or government enforcement. See the section titled “Risk Factors—Risks Related to Our
Business and Industry” for more information.
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Fair Credit Reporting Act

The federal Fair Credit Reporting Act, or FCRA, as amended by the Fair and Accurate Credit
Transactions Act, and administered by the CFPB, promotes the accuracy, fairness, and privacy of information in
the files of consumer reporting agencies. FCRA requires a permissible purpose to obtain a consumer credit
report and requires that persons who report loan payment information to credit bureaus do so accurately and to
resolve disputes regarding reported information timely. FCRA also imposes disclosure requirements on
creditors who take adverse action on credit applications based on information contained in a credit report.

Under FCRA, certain information must be provided to applicants whose credit applications are not
approved on the basis of a report obtained from a consumer reporting agency, promptly update any credit
information reported to a credit reporting agency about a customer and have a process by which customers may
inquire about credit information furnished by us to a consumer reporting agency. We and our lending partners
have a permissible purpose for obtaining credit reports on potential borrowers, and we also obtain explicit
consent from borrowers to obtain such reports. As part of our loan servicing activities, we accurately report loan
payment and delinquency information to appropriate consumer reporting agencies. We provide an adverse
action notice to a rejected applicants on behalf of each lending partner on our platform at the time the applicant
is rejected that includes all the required disclosures. We also have processes in place to ensure that consumers
are given “opt-out” opportunities, as required by the FCRA, regarding the sharing of their personal information.
We have also implemented an identity theft prevention program, as required by FCRA and its implementing
regulations.

Fair Debt Collection Practices Act

The federal Fair Debt Collection Practices Act, or FDCPA, and Regulation F that implements FDCPA,
provides guidelines and limitations on the conduct of certain debt collectors in connection with the collection of
consumer debts. The FDCPA limits certain communications with third parties, imposes notice and debt
validation requirements, and prohibits threatening, harassing or abusive conduct in the course of debt collection.
While the FDCPA primarily applies to third-party debt collectors, debt collection laws of certain states impose
similar requirements more broadly on creditors who collect their own debts. In addition, the CFPB prohibits
unfair, deceptive or abusive acts or practices, or UDAAPs in debt collection, including first-party debt
collection. We use our internal collection team and professional third-party debt collection agents to collect
delinquent accounts. Any third-party debt collection agents we use are required to comply with the FDCPA and
all other applicable laws in collecting delinquent accounts of borrowers. While our internal servicing team is not
subject to the formal requirements of the FDCPA in most cases, we have established policies intended to
substantially comply with the collection practice requirements under the FDCPA as a means of complying with
more general UDAAP standards.

Privacy and Data Security Laws

The federal Gramm-Leach-Bliley Act, or GLBA, includes limitations on financial institutions’
disclosure of nonpublic personal information about a consumer to nonaffiliated third parties, in certain
circumstances requires financial institutions to limit the use and further disclosure of nonpublic personal
information by nonaffiliated third parties to whom they disclose such information and requires financial
institutions to disclose certain privacy policies and practices with respect to information sharing with affiliated
and nonaffiliated entities as well as to safeguard personal customer information. We collect and use a wide
variety of information to help ensure the integrity of our services and to provide features and functionality to
our customers. This aspect of our business, including the collection, use, and protection of the information we
acquire from our own services as well as from third-party sources, is subject to laws and regulations in the
United States. Accordingly, we publish our privacy policies and terms of service, which describe our practices
concerning the use, transmission, and disclosure of information. We have a detailed privacy policy, that
addresses the GLBA and is accessible from every page of our website. We work to maintain the security of
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consumers’ personal information securely, and we do not sell, rent or share such information with third parties
for marketing purposes unless previously agreed to by the consumer. In addition, we take measures to safeguard
the personal information of borrowers and investors and protect against unauthorized access to this information.
We also are subject to other privacy and security laws and regulations that apply to certain personal information
that we collect or otherwise process, such as the California Consumer Privacy Act, or CCPA. The CCPA, which
went into effect in 2020, requires, among other things, that covered companies provide disclosures to California
consumers and afford such consumers rights with respect to how covered companies process their personal
information. Other states have enacted similar laws. As our business continues to expand, and as state and
federal laws and regulations continue to be passed and their interpretations continue to evolve, additional laws
and regulations may become relevant to us.

Dodd-Frank Wall Street Reform and Consumer Protection Act

In July 2010, the Dodd-Frank Act was signed into law. The Dodd-Frank Act is extensive and
significant legislation that includes consumer protection provisions. Among other things, the Dodd-Frank Act
created the CFPB, which commenced operations in July 2011 and has significant authority to implement and
enforce federal consumer financial laws, such as the TILA and the ECOA. The CFPB is authorized to prevent
“unfair, deceptive or abusive acts or practices” through its regulatory, supervisory and enforcement authority.
The CFPB also engages in consumer financial education, requests data and promotes the availability of financial
services to underserved customers and communities. The CFPB has regulatory and enforcement powers over
most providers of consumer financial products and services, including us. It also has supervisory and
examination powers over certain providers of consumer financial products and services, including large banks,
payday lenders, “larger participants” in certain financial services markets defined by CFPB regulation, and non-
bank entities determined to present a risk to consumers after notice and an opportunity to respond.

The CFPB has imposed, and will continue to impose, restrictions on lending practices, including with
respect to the terms of certain loans. We and our lending partners are subject to the CFPB’s enforcement
authority. The CFPB may request reports concerning our organization, business conduct, markets and activities.
In addition, the CFPB may, in connection with its supervisory authority, also conduct on-site examinations of
our and our lending partners’ businesses on a periodic basis, subject to whether the applicable lending partner
satisfies the assets threshold for CFPB supervision. If the CFPB were to conclude that our loan origination
assistance or servicing activities, or any loans originated by our lending partners on our platform, violate
applicable laws or regulations, we could be subject to a formal or informal inquiry, investigation and/or
enforcement action. Formal enforcement actions are generally made public. We are not currently subject to any
enforcement actions by the CFPB.

For more information regarding the CFPB and the CFPB rules to which we are subject or may become
subject, see Item 1A. “Risk Factors” of this Annual Report on Form 10-K.

Federal Trade Commission Act

Under Section 5 of the Federal Trade Commission Act, we and our lending partners are prohibited
from engaging in unfair and deceptive acts and practices, or UDAP. For nonbank financial institutions, the FTC
is the primary regulator enforcing this prohibition, and in recent years the FTC has been focused on practices of
financial technology companies. Based on publicly available actions, the FTC’s primary focus has been with
respect to financial technology company marketing and disclosure practices. We maintain policies and
procedures that require our marketing and loan application and servicing operations comply with UDAP
standards. For more information regarding the FTC’s enforcement actions, see Item 1A. “Risk Factors” of this
Annual Report on Form 10-K.

Electronic Fund Transfer Act and NACHA Rules
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The federal Electronic Fund Transfer Act, or EFTA, provides guidelines and restrictions on the
electronic transfer of funds from consumers’ bank accounts. Under EFTA, and Regulation E that implements it,
we must obtain consumer consents prior to receiving electronic transfer of funds from consumers’ bank
accounts, and our lending partners may not condition an extension of credit on the borrower’s agreement to
repay the loan through preauthorized (recurring) electronic fund transfers. In addition to compliance with
federal laws, transfers performed by ACH electronic transfers are subject to detailed timing and notification
rules and guidelines administered by the National Automated Clearinghouse Association, or NACHA. While
NACHA guidelines are not laws, failure to comply with them may nevertheless result in commercial harm to
our business. All transfers of funds related to our operations conform to the EFTA, its regulations and NACHA
guidelines. As part of our servicing activities, we obtain necessary electronic authorization from borrowers and
investors for such transfers in compliance with such rules. The loans offered on our platform by our lending
partners must also comply with the requirement that a loan cannot be conditioned on the borrower’s agreement
to repay the loan through recurring electronic fund transfers.

Electronic Signatures in Global and National Commerce Act

The federal Electronic Signatures in Global and National Commerce Act, or ESIGN, and similar state
laws, particularly the Uniform Electronic Transactions Act, or UETA, authorize the creation of legally binding
and enforceable agreements utilizing electronic records and signatures. ESIGN and UETA require businesses
that want to use electronic records or signatures in consumer transactions and provide disclosures to consumers
(otherwise required to be “in writing” in electronic form), to obtain the consumer’s consent to receive
information electronically. When a consumer registers on our platform, we obtain his or her consent to transact
business electronically, receive electronic disclosures and maintain electronic records in compliance with
ESIGN and UETA requirements, and we maintain electronic signatures and records in a manner intended to
support enforceability of relevant consumer agreements and consents.

Federal Marketing Regulations

The Telephone Consumer Protection Act, or TCPA, generally prohibits robocalls, including those calls
made using an auto-dialer or prerecorded or artificial voice calls made to a wireless telephone without the prior
express consent of the called party (or prior express written consent, if messages constitute telemarketing). In
addition, the FTC Telemarketing Sales Rule implements the FTC’s Do-Not-Call Registry and imposes
numerous other requirements and limitations in connection with telemarketing. Upstart’s policies address the
requirements of the TCPA as well as FTC Telemarketing Sales Rule and other laws limiting telephone outreach.
Furthermore, Upstart does not engage in certain activities covered by the TCPA, such as using an automated
dialer.

The Federal Controlling the Assault of Non-Solicited Pornography and Marketing, or CAN-SPAM,
Act makes it unlawful to send certain electronic mail messages that contain false or deceptive information and
provide other protections for email users. CAN-SPAM also requires the need to provide a functioning
mechanism that allows the recipient to opt-out of receiving future commercial e-mail messages from the sender
of such messages. Upstart’s email communications with all consumers are formulated to comply with the CAN-
SPAM Act.

Servicemembers Civil Relief Act

Under the Servicemembers Civil Relief Act, or SCRA, there are limits on interest rates chargeable to
military personnel and civil judicial proceedings against them, and there are limitations on our ability to collect
on a loan to servicemembers on active duty originated prior to the servicemember entering active duty status
and, in certain cases, for a period of time thereafter. The SCRA allows military members to suspend or postpone
certain civil obligations so that the military member can devote his or her full attention to military duties. The
SCRA requires us to adjust the interest rate of borrowers who qualify for and request relief. If a borrower with
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an outstanding loan qualifies for SCRA protection the interest rate on their loan (including certain fees) will be
reduced to 6% for the duration of the borrower’s active duty. During this period, any interest holder in the loan
will not receive the difference between 6% and the loan’s original interest rate. As part of the services we
provide, we require the borrower to send us a written request and a copy of the borrower’s mobilization orders
to obtain an interest rate reduction on a loan due to military service. Other protections offered to
servicemembers under the SCRA, including protections related to the collection of loans, do not require the
servicemember to take any particular action, such as submitting military orders, to claim benefits.

Military Lending Act

Under the Military Lending Act, certain members of the armed forces serving on active duty and their
dependents must be identified and be provided with certain protections when becoming obligated on a consumer
credit transaction. These protections include: a limit on the Military Annual Percentage Rate (an all-in cost-of-
credit measure which is the same as the APR for loans facilitated on our platform) of 36%, certain required
disclosures before origination, a prohibition on charging prepayment penalties and a prohibition on arbitration
agreements and certain other loan agreement terms. As part of the services we provide, we ensure compliance
with the requirements of the Military Lending Act.

Bank Secrecy Act, USA PATRIOT Act, and U.S. Sanctions Laws

Under the Bank Secrecy Act, the Uniting and Strengthening America by Providing Appropriate Tools
Required to Intercept and Obstruct Terrorism Act, or USA PATRIOT ACT, and certain U.S. sanctions laws, our
lending partners are required to maintain anti-money laundering, customer due diligence and record-keeping
policies and procedures, which we perform on behalf of our lending partners, and to avoid doing business with
certain sanctioned persons or entities or certain types of sanctioned activity in certain countries. We have
implemented an AML program designed to prevent our platform from being used to facilitate money
laundering, terrorist financing, and other illicit activity. Our AML program is designed to prevent our platform
from being used to facilitate business in countries, or with persons or entities, included on designated lists
promulgated by the U.S. Department of the Treasury’s Office of Foreign Assets Controls and equivalent foreign
authorities. Our AML compliance program includes policies, procedures, reporting protocols, and internal
controls, including the designation of an AML compliance officer, and is designed to address these legal and
regulatory requirements and to assist in managing risk associated with money laundering and terrorist financing.
With respect to new borrowers, we apply the customer identification and verification program rules and screen
names against the list of specially designated nationals maintained by the U.S. Department of the Treasury and
OFAC pursuant to the USA PATRIOT Act amendments to the Bank Secrecy Act and its implementing
regulation.

Bankruptcy Code

Under the Bankruptcy Code, we are regulated and in certain circumstances prohibited by the automatic
stay, reorganization plan and discharge provisions, among others, in seeking enforcement of debts against
parties who have filed for bankruptcy protection. Our policies are designed to support compliance with the
Bankruptcy Code as we service and collect loans.

State Lending Regulations
State Usury Limitations

With respect to lending partners that are subject to Section 521 of the Depository Institution
Deregulation and Monetary Control Act of 1980, or DIDMCA, (for FDIC-insured, state banks originating loans
on our platform, which represent the vast majority of loans originated) or Section 85 of the National Bank Act,

or NBA, (for national banks originating loans on our platform), federal case law interpreting such provisions
(including interpretations of the NBA under Tiffany v. National Bank of Missouri and Marquette National Bank
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of Minneapolis v. First Omaha Service Corporation), and relevant regulatory guidance (including FDIC
advisory opinion 92-47) permit certain depository institutions to “export” requirements regarding interest rates
and certain fees considered to be “interest” under federal law from the state or U.S. territory where the bank is
located for all loans originated from such state, regardless of the usury limitations imposed by the state law of
the borrower’s residence or other states with which the loan may have a geographic nexus, unless the state has
chosen to opt out of the exportation regime. We believe, however, if a state or U.S. territory in which we
operate opted out of rate exportation, judicial interpretations support the view that such opt outs would apply
only to loans “made” in those states. We believe that the “opt-out” of any state would not affect the ability of
our platform to benefit from the exportation of rates. See Item 1A “Risk Factors” of this Annual Report on
Form 10-K for more information about the risk if any loans were deemed subject to any state’s usury limits.

There have also been recent judicial decisions that could affect the collectability of loans sold by our
lending partners after origination and the exposure of loan purchasers to potential fines or other penalties for
usury violations. See the section titled “Risk Factors” for more information about recent case law developments.

State Disclosure and Lending Practice Requirements

The loans originated on our platform by our lending partners may be subject to state laws and
regulations that impose requirements related to loan disclosures and terms, credit discrimination, credit
reporting, debt collection, and unfair or deceptive business practices. Our ongoing compliance program seeks to
comply with these requirements.

State Licensing/Registration

We hold licenses, registrations, and similar filings so that we can conduct business, including
providing referral services and origination assistance to lenders on our platform and servicing and collecting
loans, in all states and the District of Columbia where our activities require such licensure, registration or filing.
With respect to our securitization trusts, we have a national bank that serves as our owner trustee and is itself
exempt from licensure. Although we are not aware of a state taking the position that the trust itself needs
licensure, it is possible that a state or states could take such position in the future. Licenses granted by the
regulatory agencies in various states are subject to periodic renewal and may be revoked or suspended for
failure to comply with applicable state and federal laws and regulations. In addition, as the product offerings of
Upstart or our lending partners change, as states enact new licensing requirements or amend existing licensing
laws or regulations, or as states regulators or courts adjust their interpretations of licensing statutes and
regulations, we may be required to obtain additional licenses. To that end, we have a small number of
applications submitted and pending to obtain additional licenses, particularly with respect to obtaining
additional authorization to engage in student loan servicing and collection activities. We are also typically
required to complete an annual report (or its equivalent) to each state’s regulator. The statutes also typically
subject us to the supervisory and examination authority of state regulators.

State licensing statutes impose a variety of requirements and restrictions, including:
* record-keeping requirements;
e collection and servicing practices;
e requirements governing electronic payments, transactions, signatures and disclosures;
*  examination requirements;
*  surety bond and minimum net worth requirements;
* financial reporting requirements;

* notification requirements for changes in principal officers, stock ownership or corporate
control; and
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« restrictions on advertising and other loan solicitation activity, as well as restrictions on loan
referral or similar practices.

Federal Securities Regulations
Securities Act

Upstart and certain of our subsidiaries have relied on Section 4(a)(2) of the Securities Act for
placement of asset-backed securities directly to investors or to investment bank initial purchasers, which have
relied on Rule 144A and Regulation S exemptions from registration to place such asset-backed securities to
qualified institutional buyers and non-U.S. investors, respectively.

Investment Advisers Act

The Investment Advisers Act of 1940, as amended, or IAA, contains substantive legal requirements
that regulate the manner in which “investment advisers” are permitted to conduct their business activities. We
believe that our business consists of providing a platform for consumer lending for which investment adviser
registration and regulation does not apply under applicable federal or state law, and do not believe that we or
any of our subsidiaries are required to register as an investment adviser with either the SEC or any of the
various states.

Broker-Dealer Regulations under the Exchange Act

We are not currently registered with the SEC as a broker-dealer under the Exchange Act or any
comparable state law. The SEC heavily regulates the manner in which broker-dealers are permitted to conduct
their business activities. We believe we have conducted, and we intend to continue to conduct, our business in a
manner that does not result in Upstart being characterized as a broker-dealer, based on guidance published by
the SEC and its staff.

ABS Risk Retention Rules

Regulation RR was jointly issued by a group of federal agencies under section 15G of the Exchange
Act, as well as under the Federal Reserve Act, section 8 of the Federal Deposit Insurance Act, the Bank Holding
Company Act of 1956, the Home Owners’ Loan Act of 1933; section 165 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act; and the International Banking Act of 1978. Its purpose is to require
securitizers to retain an economic interest in a portion of the credit risk of assets that the securitizer transfers or
sells to an issuing entity and that collateralize asset-backed securities that are sold to a third party. We believe
we have structured our organization such that we are in compliance with Regulation RR and will continue to
conduct our business in a manner that allows us to remain in compliance with this regulation.

Compliance

We review our policies and procedures to ensure compliance with applicable regulatory laws and
regulations applicable to us and our lending partners. We have built our systems and processes with controls in
place in order to permit our policies and procedures to be followed on a consistent basis. For example, to ensure
proper controls are in place to maintain compliance with the consumer protection related laws and regulations,
we have developed a compliance management system consistent with the regulatory expectations published by
governmental agencies. While no compliance program can assure that there will not be violations, or alleged
violations, of applicable laws, we believe that our compliance management system is reasonably designed and
managed to minimize compliance-related risks.
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Intellectual Property

We protect our intellectual property through a combination of patents, trademarks, domain names,
copyrights and trade secrets, as well as through contractual provisions, our information security infrastructure
and restrictions on access to or use of our proprietary technology. As of December 31, 2022, we had two patents
issued and one patent application in the United States related to our proprietary risk model and data engineering.
We may file additional patent applications or pursue additional patent protection in the future to the extent we
believe it will be beneficial.

We have trademark rights in our name, our logo and other brand indicia, and have trademark
registrations for select marks in the United States. We will pursue additional trademark registrations to the
extent we believe it will be beneficial. We also have registered domain names for websites that we use in our
business. We may be subject to third party claims from time to time with respect to our intellectual property.

Additionally, we rely upon unpatented trade secrets and confidential know-how and continuing
technological innovation to develop and maintain our competitive position. We also enter into confidentiality
and intellectual property rights agreements with our employees, consultants, contractors and business partners.
Under such agreements, our employees, consultants and contractors are subject to invention assignment
provisions designed to protect our proprietary information and ensure our ownership in intellectual property
developed pursuant to such agreements.

For additional information about our intellectual property and associated risks, see the section titled
“Risk Factors—Risks Related to Our Business and Industry.”

Culture and Workforce

We have built a very special company culture at Upstart. Building the best place for top talent to do
great work has been a priority for us from day one. It is not an accident that we have received best place to work
awards in both our San Mateo and Columbus locations. In spite of the challenges we encountered in 2022 -
from the macro-economic environment to the ongoing pandemic - our employee engagement remains higher
than our technology peers and retention of our top talent is strong.

We brought together a remarkable diversity of thinkers to build Upstart. Our co-founders and the
members of our management team come from diverse backgrounds with varying ethnicities, education
backgrounds, genders and ages. This diversity of thought ensures we tackle problems from all angles and arrive
at the best solution for all stakeholders.

Recruiting

We attract and recruit diverse, exceptionally talented, highly educated, experienced and motivated
employees. We have an extremely rigorous recruiting and employee candidate screening process. For example,
our machine learning team, responsible for the development and constant improvement of our Al models, is
unlike any other that we are aware of in the consumer lending space. The majority of the members of this team
have doctorate degrees in statistics, mathematics, computer science, economics or physics and many have
extensive past experience in quantitative finance.

Inclusion

Inclusion is not a standalone strategy at Upstart, it is central to our talent advantage and therefore it
underpins everything we do in the people programs we build. From our compensation practices to how we think
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about talent management and team development to the perks and benefits we invest in, we take a diversity,
equity, and inclusion lens to each decision we make and every strategy we build.

Upstart employees are also passionate about building an environment that works for all. Over the last
three years, we have invested heavily in growing our employee resource groups, and currently have nine
employee led organizations designed to support employees in communities that matter to them. This includes
our African American Employee Network, Catalyst (for our LGBTQ2IA+ community), LatinX, TAU (for
Asian American Upstarters), and most recently, a Veterans ERG, along with more than 20 clubs and special
interest groups. Employees continue to host employee-led “lunch and learns” on topics ranging from startup
financing, to how to fly a drone, to a salsa class taught by our Chief Compliance Officer.

Digital First Approach

As the pandemic raged on and work from home became an expectable norm, we shifted our talent
location strategy to one that focused on “digital” work first. Employees in eligible roles (which comprise the
majority of our full-time roles) can work from anywhere in the United States, including in one of our three
offices in Austin, Texas; Columbus, Ohio; or San Mateo, California. However, to ensure we continue to build
relationships and capture the magic of those innovative, in-person “aha” moments, we also provide travel and
onsite budgets to ensure teams can come together regularly. This year, we launched an in-person onboarding
experience in which new hires get to meet our co-founders and other senior leaders at the company while
building important connections with employees across the company. We believe the benefits of in-office work
can be captured in just a few well-considered days together, so this flexible approach provides Upstart the best
of all worlds: in-person collaboration and team building as well as access to diverse talent all over the country.

Employee Benefits

In addition to providing competitive benefits like fully paid health insurance, life insurance and
disability, flexible time off for our salaried employees, and fully paid parental leave, we invest in benefits that
will provide financial flexibility and financial wellness for our employees - we see this as central to our brand as
an employer, and to attracting the types of employees that will be passionate about our mission to serve
borrowers. We continue to provide flexible “wellness” and “productivity” budgets allowing our diverse
population of employees to spend in ways that will be most useful for them. Inspired by our company mission,
we also provide important traditional financial benefits like a 401(k) match (where we match 401(k)
contributions up to a set dollar amount, ensuring equal access to these benefits dollars regardless of salary
level), a generous Employee Stock Purchase Plan, and access to a financial planning and money management
platform. In 2022, we improved our time-off and leave policies - including increasing parental leave for all who
need this critical family benefit. We believe that these employee benefits, combined with competitive salaries
and an equity program that grants restricted stock units to all full-time employees, have ensured that we remain
a top employer in our industry.

As of December 31, 2022, we had 1,875 full-time employees. We also engage temporary employees,
contractors and consultants as needed to support our operations. None of our employees are represented by a
labor union or subject to a collective bargaining agreement. We have not experienced any work stoppages, and
we consider our relations with our employees to be good.

Corporate Information

Upstart Network, Inc. was incorporated in Delaware in 2012. Pursuant to a restructuring, Upstart
Holdings, Inc. was incorporated in December 2013 and became the holding company of Upstart Network, Inc.
Our principal executive offices are located at 2950 S. Delaware Street, Suite 300, San Mateo, California 94403,
and our telephone number is (650) 204-1000. Our website address is www.upstart.com. The content of our
websites and information that can be accessed through our websites is not incorporated by reference into this
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Annual Report on Form 10-K or in any other report or document we file with the SEC, and any references to
our websites are intended to be inactive textual references only.

Available Information

Our website is located at www.upstart.com and our investor relations website at ir.upstart.com. Copies
of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, are
available free of charge on our investor relations website as soon as reasonably practicable after they are
electronically filed with, or furnished to, the SEC. The SEC also maintains a website that contains our SEC
filings at www.sec.gov. The content of our websites and information that can be accessed through our websites
is not incorporated by reference into this Annual Report on Form 10-K or in any other report or document we
file with the SEC, and any references to our websites are intended to be inactive textual references only.

We announce material information to the public about us, our products and services and other matters
through a variety of means, including filings with the SEC, press releases, public conference calls, webcasts, the
investor relations section of our website (ir.upstart.com), in order to achieve broad, non-exclusionary
distribution of information to the public and for complying with our disclosure obligations under Regulation
FD.
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ITEM 1A. RISK FACTORS
RISK FACTORS

Investing in our common stock involves a high degree of risk. The risks and uncertainties described
below should be carefully considered, together with all of the other information in this Annual Report on Form
10-K, including the section titled “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and our consolidated financial statements and related notes, before making a decision to invest
in our common stock. Our business, financial condition, results of operations, or prospects could also be
harmed by risks and uncertainties not currently known to us or that we currently do not believe are material. If
any of the risks actually occur, our business, financial condition, results of operations, and prospects could be
adversely affected. In that event, the market price of our common stock could decline, and you could lose part
or all of your investment.

SUMMARY OF RISK FACTORS

The material risks that may affect our business, financial condition or results of operations include, but
are not limited to, those relating to the following:

*  We experienced rapid growth in the past and have a relatively limited operating history, which may
result in increased risks, uncertainties, expenses and difficulties, and makes it difficult to evaluate our
future prospects.

e Our revenue growth rate and financial performance in prior years may not be indicative of future
performance.

*  Our business has been and may continue to be adversely affected by economic conditions and other
factors that we cannot control.

+ If we are unable to maintain diverse and robust loan funding programs with institutional investors, our
growth prospects, business, financial condition and results of operations could be adversely affected.

+ If our existing lending partners cease or limit operations with us or if we are unable to attract and
onboard new lending partners, our business, financial condition and results of operations will be
adversely affected.

*  We have incurred net losses, and we may not be able to achieve profitability in the future.

*  Our quarterly results are likely to fluctuate and as a result may adversely affect the trading price of our
common stock.

* If we are unable to continue to improve our Al models or if our Al models contain errors or are
otherwise ineffective, our growth prospects, business, financial condition and results of operations
would be adversely affected.

*  Our Al models have not yet been extensively tested during down-cycle economic conditions. If our Al
models do not, or are perceived not to, accurately reflect a borrower’s credit risk in such economic
conditions, the performance of Upstart-powered loans may be worse than anticipated.

*  Our securitizations, whole loan sales and warehouse credit facilities expose us to certain risks, and we
can provide no assurance that we will be able to access the securitization markets, continue our whole
loan sales, renew our existing warchouse credit facilities or obtain new warchouse credit facilities in
the future. This may result in the reduced supply of loan funding capital or require us to seek more
costly financing for our marketplace.

e Cross River Bank and one other lending partner account for a substantial portion of the total number of
loans facilitated by our platform and our revenue.

*  The sales and onboarding process of new lending partners could take longer than expected, leading to
fluctuations or variability in expected revenues and results of operations.
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¢ The COVID-19 pandemic has harmed our business, financial condition and results of operations and
the duration and extent to which it will impact our future results of operations and overall financial
performance remains uncertain.

*  Our business is subject to a wide range of laws and regulations, many of which are evolving, and
failure or perceived failure to comply with such laws and regulations could harm our business,
financial condition and results of operations.

e Substantially all of our revenue is derived from a single loan product, and we are thus particularly
susceptible to fluctuations in the unsecured personal loan market. We also do not currently offer a
broad suite of products that lending partners may find desirable.

*  We are continuing to introduce and develop new loan products and services offerings, and if these
products are not successful or we are unable to manage the related risks, our growth prospects,
business, financial, condition and results of operations could be adversely affected.

» If we fail to effectively manage our growth, our business, financial condition and results of operations
could be adversely affected.

e Our reputation and brand are important to our success, and if we are unable to continue developing our
reputation and brand, our ability to retain existing and attract new lending partners, our ability to attract
borrowers to our platform, our ability to maintain a diverse funding marketplace and our ability to
maintain and improve our relationship with regulators of our industry could be adversely affected.

*  We may fail to achieve the expected cost savings and related benefits from our reduction in workforce
initiated in November 2022 and January 2023.

*  We rely on strategic relationships with loan aggregators to attract applicants to our platform, and if we
cannot maintain effective relationships with loan aggregators or successfully replace their services, or
if loan aggregators begin offering competing products, our business could be adversely affected.

RISKS RELATED TO OUR BUSINESS AND INDUSTRY

We experienced rapid growth in the past and have a relatively limited operating history, which may
result in increased risks, uncertainties, expenses and difficulties, and makes it difficult to evaluate our
future prospects.

We were founded in 2012 and have experienced rapid growth in the past. Our limited operating history
may make it difficult to make accurate predictions about our future performance. Assessing our business and
future prospects may also be difficult because of the risks and difficulties we face. These risks and difficulties
include our ability to:

+ improve the effectiveness and predictiveness of our Al models;
*  maintain and increase the volume of loans facilitated through our Al lending marketplace;

e enter into new and maintain existing lending partnerships;

*  successfully maintain a diversified loan funding strategy, including lending partnerships, whole loan
sales and securitization transactions that enhance loan liquidity for the lending partners that use our
marketplace, and long-term committed capital sources;

» successfully fund a sufficient quantity of our borrower loan demand with low cost lending partner
funding to help keep interest rates offered to borrowers competitive;

*  maintain competitive interest rates offered to borrowers on our platform, while enabling our lending
partners and institutional investors to achieve an adequate return over their cost of funds, whether
through their own balance sheets or through our loan funding programs;
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»  successfully build our brand and protect our reputation from negative publicity;

» increase the effectiveness of our marketing strategies, including our direct consumer marketing
initiatives;
»  continue to expand the number of potential borrowers;

»  successfully adjust our proprietary Al models, products and services in a timely manner in response to
changing macroeconomic conditions and fluctuations in the credit market;

»  comply with and successfully adapt to complex and evolving regulatory environments;
»  protect against increasingly sophisticated fraudulent borrowing and online theft;

*  successfully compete with companies that are currently in, or may in the future enter, the business of
providing online lending services to financial institutions or consumer financial services to borrowers;

+ enter into new markets and introduce new products and services;

« effectively secure and maintain the confidentiality of the information received, accessed, stored,
provided and used across our systems;

»  successfully obtain and maintain corporate funding and liquidity to support growth and for general
corporate purposes;

» realize the anticipated benefits of our acquisitions of or investments in complementary businesses and
technologies;

e attract, integrate and retain qualified employees;
»  successfully implement the reductions in workforce and achieve the anticipated cost reductions; and

» effectively manage and expand the capabilities of our operations teams, outsourcing relationships and
other business operations.

If we are not able to timely and effectively address these risks and difficulties as well as those
described elsewhere in this “Risk Factors” section, our business and results of operations may be harmed.

Our revenue growth rate and financial performance in prior years may not be indicative of future
performance.

We grew rapidly in the past, and our historical revenue growth rate and financial performance may not
be indicative of our future performance. Our revenue for any previous quarterly or annual periods should not be
relied upon as any indication of our revenue or revenue growth in future periods. In fact, our revenue declined
during the year ended December 31, 2022. Our revenue may continue to decline in future periods for a number
of reasons, which may include: adverse macroeconomic conditions, changing interest rates, slowing demand for
or reduced funding through our lending marketplace offerings and services, sales of loans held on our balance
sheet at a loss, increasing competition, credit market volatility, increasing regulatory costs and challenges and
our failure to capitalize on growth opportunities.

We believe our growth in the past has been driven in large part by our Al models and our continued
improvements to our Al models. Future incremental improvements to our Al models may not lead to the same
level of growth as in past periods. In addition, we believe our past growth was driven in part by our ability to
rapidly streamline and automate the loan application and origination process on our platform. We expect the
Percentage of Loans Fully Automated to level off and remain relatively stable in the long term; however, the
expansion of our loan offerings beyond unsecured personal loans, such as auto loans, may cause fluctuations of
such percentage from period to period depending on the loan offering mix. As a result of these factors, our
revenue growth rates may further decline, and our financial performance may continue to be adversely affected.

Our business has been and may continue to be adversely affected by economic conditions and other
factors that we cannot control.
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Uncertainty and negative trends in general economic conditions, including significant tightening of
credit markets and periods of rising and/or high interest rates, historically have created a difficult operating
environment for our industry. Many factors, including factors that are beyond our control, may impact our
business, financial condition and results of operations by affecting the supply of capital by our lending partners
and institutional investors to fund loans or the demand by borrowers to incur loan obligations or their ability or
willingness to repay their loans. These factors include, but are not limited to, interest rates, inflation,
unemployment levels, personal savings rates, lower consumer confidence, conditions in the housing market,
immigration policies, gas prices, energy costs, government shutdowns, trade wars and delays in tax refunds, as
well as events such as natural disasters, acts of war (including the recent Russia-Ukraine conflict), terrorism,
catastrophes and pandemics.

The United States has recently experienced historically high levels of inflation. According to the U.S.
Department of Labor, the annual inflation rate for the United States was approximately 6.5% for December
2022. In response to high levels of inflation and recession fears, the U.S. Federal Reserve has raised, and may
continue to raise, interest rates and implement fiscal policy interventions. Even if these interventions lower
inflation, they may also reduce economic growth rates, create a recession and increase unemployment rates.
Continuing economic uncertainty and the magnitude and duration of the resulting fluctuations in business
activity cannot currently be estimated and has had several effects on our business and results of operations,
including, among other things:

e areduction in the availability of loan funding and liquidity from institutional investors and the capital
markets;

* lower acceptance rates from borrowers;

e reductions in workforce;

* decreases in origination volumes on our platform;

» increases in the use of our balance sheet to fund Upstart-powered loans; and

» the potential for increased delinquencies and default rates for new and existing Upstart-powered loans.

During periods of economic slowdown or recession, our current and potential institutional investors in
our loan funding programs have reduced and may continue to reduce the number of loans or interest in loans
they purchase or demand terms that are less favorable to us to compensate for any increased risks. For example,
increasing interest rates caused, and may in the future cause, our lending partners and institutional investors in
our loan funding programs to limit the amount of funding they wanted to provide on our platform for loans to
borrowers, which reduced the volume of Upstart-powered loans we completed and therefore negatively
impacted our revenue. In response to this constrained loan funding, we have increased, and may continue to
increase, the use of our balance sheet to fund loans originated through our platform. This increase in the use of
our balance sheet has diverted capital resources, increased our exposure to the changes in the fair value of such
loans, and could result in losses if such loans held on our balance sheet default or we sell those loans at a loss. A
further reduction in the volume of the loans and loan financing products we sell would negatively impact our
ability to maintain or increase the number of loans facilitated through our marketplace.

Furthermore, many new consumers on the Upstart platform have poor, limited or no credit history.
Accordingly, such borrowers have historically been, and may in the future be, disproportionately affected by
adverse macroeconomic conditions, such as the disruption and uncertainty caused by the COVID-19 pandemic
or a recession. For example, nearly all personal loans presently facilitated through our platform are issued with
fixed interest rates. As interest rates rise, potential borrowers could seek to defer loans as they wait for interest
rates to stabilize. As a result of these circumstances, borrowers may be discouraged from engaging with our
platform and as a result, reduce the volume of Upstart-powered loans. Additionally, increased interest rates may
adversely impact the spending levels of individual borrowers and their ability and willingness to borrow money.
Higher interest rates often lead to higher payment obligations, which may reduce the ability of individual
borrowers to remain current on their obligations and therefore, lead to increased delinquencies, defaults,
customer bankruptcies and charge-offs, and decreasing recoveries, all of which could have a material adverse
effect on our business. In addition, major medical expenses, unemployment, divorce, death or other issues that
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affect borrowers could affect a borrower’s willingness or ability to make payments on their loans. Recently,
default rates on loans facilitated through our marketplace have increased. Increases in default rates increase our
costs to service these loans without a corresponding increase in our servicing fees or other related fees. In
addition, if we experience higher than expected default rates on loans held on our balance sheet, the value of
those loans may decline. Higher default rates by borrowers may lead to lower demand by our lending partners
and institutional investors to fund loans facilitated through our marketplace, which would adversely affect our
business, financial condition and results of operations. Any sustained decline in demand for loans or loan
financing products, or any increase in delinquencies, defaults or foreclosures that result from economic
downturns, may harm our ability to maintain robust loan funding programs, which would adversely affect our
business, financial condition and results of operations.

We continue to monitor the ongoing economic conditions to assess possible implications to our
business and to take appropriate actions in an effort to mitigate the adverse consequences of uncertainty or
negative trends. However, there can be no assurances that initiatives we undertake will be sufficient or
successful. If there is an economic downturn that affects our current and prospective borrowers or our lending
partners and institutional investors, or if we are unable to address and mitigate the risks associated with any of
the foregoing, our business, financial condition and results of operations could be adversely affected.

If we are unable to maintain diverse and robust loan funding programs with institutional investors, our
growth prospects, business, financial condition and results of operations could be adversely affected.

Our business depends on sourcing and maintaining diverse and robust loan funding programs to fund
Upstart-powered loans that are not retained by our lending partners. In the year ended December 31, 2022, 30%
of the loans funded through our platform were retained by our lending partners, and 60% of loans were
purchased by institutional investors through our loan funding programs. Our loan funding programs include
whole loan sales and pass-through certificate issuances to institutional investors, asset-backed securitization
transactions, and utilization of warehouse credit facilities. While our loan funding programs are diverse, only a
limited portion of such funding sources are committed. We have recently experienced reductions in capital from
certain funding sources due to concerns about the current macroeconomic environment, including rapidly rising
interest rates and recessionary concerns, which has resulted in, and could continue to result in, declines in
Transaction Volume, Number of Loans and revenue. We cannot be sure that these funding sources will continue
to be available on reasonable terms or at all beyond the current maturity dates of our debt financing
arrangements. And while we are seeking to further diversify our funding sources to include long-term
committed capital, we do not know when these types of funding sources will become available, if at all. And if
they become available to us, they may be on terms that are more costly or have less favorable terms than our
existing funding sources. For example, if we enter into long-term committed capital arrangements when interest
rates are high and such arrangements remain through a full economic cycle, these funding sources may become
more costly during periods with lower interest rates.

Further, events of default or breaches of financial, performance or other covenants, or worse than
expected performance of certain pools of loans underpinning our pass-through certificate transactions, asset-
backed securitizations or other debt facilities, could limit our access to funding from institutional investors.
Loan performance is dependent on a number of factors, including the predictiveness of our Al models and
social and economic conditions. The availability and capacity of certain loan funding sources also depends on
many factors that are outside of our control, such as capital markets and interest rate volatility, economic
conditions and regulatory reforms. For example, our revenue has been negatively impacted by reduced loan
funding due to recent concerns about the macroeconomic environment, including rapidly rising interest rates,
risk of increased loan default rates and recessionary concerns, among institutional investors. In the event of
another sudden or unexpected shortage or limits on the availability of loan funding sources, we may not be able
to maintain the necessary levels of funding to retain current loan volume without incurring substantially higher
funding costs, which could adversely affect our business, financial condition and results of operations.

In addition, we have utilized, and expect to continue utilizing, our balance sheet to support funding of
loans that would otherwise be held by institutional investors. The increase in the percentage of loans held on our
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balance sheet has diverted capital resources, increased our exposure to the changes in the fair value of such
loans and could result in losses if such loans held on our balance sheet default. Increases in the percentage of
loans held on our balance sheet could further have these impacts and could adversely affect our business,
financial condition and results of operations.

If our existing lending partners cease or limit operations with us or if we are unable to attract and
onboard new lending partners, our business, financial condition and results of operations will be
adversely affected.

Our success depends in significant part on the participation of our lending partners in our marketplace.
In the year ended December 31, 2022, 108% of our revenue was generated from platform, referral and servicing
fees that we receive from our lending partners. Our lending partners may suspend, limit or cease their
participation in our marketplace for a number of reasons. For example, several of our lending partners have
recently paused or reduced loan origination in order to limit their exposure to consumer loans in the current
macroeconomic environment. If our lending partners continue to suspend, limit or cease their operations or
otherwise terminate their relationships with us, the number of loans facilitated through our platform will
decrease and our revenue will be adversely affected. Moreover, our sales and onboarding process with new
lending partners can be long and unpredictable. If we are unable to timely onboard our lending partners, or if
our lending partners are not willing to work with us to complete a timely onboarding process, our results of
operations could be adversely affected.

We have entered into separate agreements with each of our lending partners. Our agreements with our
lending partners are nonexclusive and may contain minimum fee amounts. Our lending partners could decide to
stop working with us, ask to modify their agreement terms in a cost prohibitive manner when their agreement is
up for renewal or enter into exclusive or more favorable relationships with our competitors. In addition, their
regulators may require that they terminate or otherwise limit their business with us, or impose regulatory
pressure limiting their ability to do business with us. In June 2022, the Consumer Financial Protection Bureau,
or CFPB, Deputy Director indicated that relationships between banks and nonbank lenders, such as our lending
partnerships, will be an area of increased regulatory focus for the agency in the near future. Previously, we
received a no-action letter regarding the use of our Al model to underwrite and price unsecured closed-end
loans. Our no-action letter was terminated upon our request in June 2022 to prevent delays from seeking
regulatory approval of updates to our Al models. As a result, we can provide no assurance that the CFPB or any
other federal or state regulator will not take supervisory or enforcement action against us in the future. The
Office of the Comptroller of the Currency, or OCC, the prudential regulator for national banks operating in the
United States, recently announced that it will be prioritizing the review of third-party relationships between
banks and financial technology companies like us as part of the agency’s bank supervisory priorities for the
upcoming calendar year. The threat of increased scrutiny from the CFPB, the OCC and other regulators of our
lending partners has caused and could continue to cause some of our lending partners to pause, limit or cease
their participation in our lending marketplace or to not renew their agreements with us. If additional lending
partners stop working with us, suspend, limit or cease their operations or otherwise terminate their relationship
with us, the number of loans facilitated through our platform will decrease and our revenue will be adversely
affected. Moreover, we could in the future have disagreements or disputes with any of our lending partners,
which could negatively impact or threaten our relationship with them. In our agreements with lending partners,
we make certain representations and warranties and covenants concerning our compliance with specific policies
of a lending partner, our compliance with certain procedures and guidelines related to laws and regulations
applicable to our lending partners, as well as the services to be provided by us. If those representations and
warranties were not accurate when made or if we fail to perform a covenant, we may be liable for any resulting
damages, including potentially any losses associated with impacted loans, and our reputation and ability to
continue to attract new lending partners would be adversely affected. Additionally, our lending partners may
engage in mergers, acquisitions or consolidations with each other, our competitors or with third parties, any of
which could be disruptive to our existing and prospective relationships with our lending partners.

In addition, our lending partners may retain loans for their own customer base and balance sheet. In
general, lending partners can fund loans at lower rates due to the lower cost of funds available to them from

33



their deposit base than is otherwise available in the broader institutional investment markets. Accordingly, loans
retained by the lending partners generally carry lower interest rates for borrowers, which leads to better
conversion rates and faster growth for our platform. Separately, as our number of lending partners grows, such
lending partners will increasingly source new prospective borrowers from their own existing customer base and
provide an incremental channel to attract borrowers. If we are unable to attract new lending partners or if we are
unable to maintain or expand the number of loans held on their balance sheets, our financial performance would
suffer.

We have incurred net losses, and we may not be able to achieve profitability in the future.

For the year ended December 31, 2022, we incurred a net loss of $108.7 million. We intend to continue
to expend significant funds to continue to develop and improve our proprietary Al models, spend on marketing
to increase the number of borrowers on our platform, enhance the features and overall user experience of our
platform, expand the types of loan offerings on our platform and otherwise continue to grow our business, and
we may not be able to increase our revenue enough to offset these significant expenditures. We expect to incur
significant losses in the future for a number of reasons, including the other risks described in this section, and
unforeseen expenses, difficulties, complications and delays, macroeconomic conditions and other unknown
events. Any failure to increase our revenue sufficiently to keep pace with our investments and other expenses
could prevent us from being profitable. If we are unable to successfully address these risks and challenges as we
encounter them, our business, financial condition and results of operations could be adversely affected.

Our quarterly results are likely to fluctuate and as a result may adversely affect the trading price of our
common stock.

Our quarterly results of operations, including the levels of our revenue, net income (loss) attributable to
Upstart Holdings, Inc. common stockholders and other key metrics, are likely to vary significantly in the future,
and period-to-period comparisons of our results of operations may not be meaningful. Accordingly, the results
for any one quarter are not necessarily an accurate indication of future performance. Our quarterly financial
results may fluctuate due to a variety of factors, many of which are outside of our control. Factors that may
cause fluctuations in our quarterly financial results include:

e general economic conditions, including economic slowdowns, recessions, interest rate changes,
inflation, and tightening of credit markets;

e our cost of borrowing money and access to loan funding sources;
e our ability to improve the effectiveness and predictiveness of our Al models;
*  our ability to attract new lending partners and institutional investors of our loan funding programs;

* our ability to maintain relationships with existing lending partners and institutional investors of our
loan funding programs;

*  our ability to maintain or increase loan volumes, and improve loan mix and the channels through which
the loans, lending partners and loan funding are sourced;

e our ability to maintain effective relationships with loan aggregators from which prospective borrowers
access our website;

* improvements to our Al models that negatively impact transaction volume, such as lower approval
rates;

*  our ability to identify and prevent fraudulent activity and the impact of fraud prevention measures;
» changes in the fair value of assets and liabilities on our balance sheet;
* the timing and success of new products and services;

» the effectiveness of our direct marketing and other marketing channels;
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+ the amount and timing of operating expenses related to maintaining and expanding our business,
operations and infrastructure, including acquiring new and maintaining existing lending partners and
institutional investors and attracting borrowers to our platform;

*  the number and extent of loans facilitated on our platform that are subject to loan modifications and/or
temporary assistance due to disasters or emergencies;

» the number and extent of prepayments of loans facilitated on our platform;
» network outages or actual or perceived security breaches or incidents;

e our involvement in litigation or regulatory enforcement efforts (or the threat thereof) or those that
impact our industry generally;

» the length of the onboarding process related to acquisitions of new lending partners;
«  changes in laws and regulations that impact our business; and

* changes in the competitive dynamics of our industry, including consolidation among competitors or the
development of competitive products by larger well-funded incumbents.

In addition, we typically experience seasonality in the demand for Upstart-powered loans, which is
generally lower in the first quarter. This seasonal slowdown is primarily attributable to high loan demand
around the holidays in the fourth quarter and the general increase in borrowers’ available cash flows in the first
quarter, including cash received from tax refunds, which temporarily reduces borrowing needs. While recent
government stimulus programs provided to individuals in response to the COVID-19 pandemic have obscured
this seasonality in our overall financial results, we expect our results of operations to continue to be affected by
such seasonality in the future because the COVID-19 government stimulus programs have ended. Such
seasonality and other fluctuations in our quarterly results may also adversely affect and, increase the volatility
of, the trading price of our common stock.

If we are unable to continue to improve our AI models or if our AI models contain errors or are
otherwise ineffective, our growth prospects, business, financial condition and results of operations would
be adversely affected.

Our ability to attract potential borrowers to our platform and increase the number of Upstart-powered
loans depend in large part on our ability to effectively evaluate a borrower’s creditworthiness and likelihood of
default and, based on that evaluation, offer competitively priced loans and higher approval rates. Our overall
operating efficiency and margins further depend in large part on our ability to maintain a high degree of
automation in our loan application process and achieve incremental improvements in the degree of automation.
If our Al models fail to adequately predict the creditworthiness of borrowers due to the design of our models or
programming or other errors, and our Al models do not detect and account for such errors, or any of the other
components of our credit decision process fails, we may experience higher than forecasted loan losses. Any of
the foregoing could result in sub-optimally priced loans, incorrect approvals or denials of loans, or higher than
expected loan losses, which in turn could adversely affect our ability to attract new borrowers, lending partners
and institutional investors to our lending marketplace, increase the number of Upstart-powered loans or
maintain or increase the average size of loans facilitated on our platform.

Our Al models also target and optimize other aspects of the lending process, such as borrower
acquisition, fraud detection, default timing, loan stacking, prepayment timing and fee optimization, and our
continued improvements to such models have allowed us to facilitate loans inexpensively and virtually
instantly, with a high degree of consumer satisfaction and with an insignificant impact on loan performance.
However, such applications of our Al models may prove to be less predictive than we expect, or than they have
been in the past, for a variety of reasons, including inaccurate assumptions or other errors made in constructing
such models, incorrect interpretations of the results of such models and failure to timely update model
assumptions and parameters. Additionally, such models may not be able to effectively account for matters that
are inherently difficult to predict and beyond our control, such as macroeconomic conditions, credit market
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volatility and interest rate fluctuations, which often involve complex interactions between a number of
dependent and independent variables and factors. Material errors or inaccuracies in such Al models could lead
us to make inaccurate or sub-optimal operational or strategic decisions, which could adversely affect our
business, financial condition and results of operations.

Additionally, errors or inaccuracies in our Al models could result in any person exposed to the credit
risk of Upstart-powered loans, whether it be us, our lending partners or institutional investors in our loan
funding programs, experiencing higher than expected losses or lower than desired returns, which could impair
our ability to retain existing or attract new lending partners and institutional investors to participate in our loan
funding programs, reduce the number, or limit the types, of loans lending partners and institutional investors are
willing to fund, and limit our ability to increase commitments under our warchouse and other debt facilities.
Any of these circumstances could reduce the number of Upstart-powered loans and harm our ability to maintain
a diverse and robust loan funding program and could adversely affect our business, financial condition and
results of operations.

Continuing to improve the accuracy of our Al models is central to our business strategy. However,
such improvements could negatively impact transaction volume, such as by lowering approval rates. For
example, in the third quarter of 2021, we made changes to our AI models in response to an increase in
fraudulent activity on our platform. These changes, while effective at preventing fraudulent loans from being
transacted, have resulted, and may in the future result in, a decrease in our Conversion Rate. While we believe
that continuing to improve the accuracy of our Al models is key to our long-term success, those improvements
could, from time to time, lead us to reevaluate the risks associated with certain borrowers, which could in turn
result in lower approval rates or higher interest rates for any borrowers identified as a higher risk, either of
which could negatively impact our growth and results of operations in the short term.

Our Al models have not yet been extensively tested during down-cycle economic conditions. If our Al
models do not, or are perceived not to, accurately reflect a borrower’s credit risk in such economic
conditions, the performance of Upstart-powered loans may be worse than anticipated.

The performance of loans facilitated by our platform is significantly dependent on the effectiveness of
our proprietary Al models used to evaluate a borrower’s credit profile and likelihood of default. While our Al
models are continually adjusted to account for certain macroeconomic conditions, the bulk of the data gathered
and the development of our Al models have largely occurred during a period of sustained economic growth or
during the COVID-19 pandemic when extraordinary government stimulus impacted the economy. Our Al
models have not been extensively tested during other adverse economic cycles. There is no assurance that our
Al models can accurately predict loan performance during periods of adverse economic conditions. If our Al
models are unable to accurately reflect the credit risk of loans under such economic conditions, our lending
partners, institutional investors in our loan funding programs and we may experience greater than expected
losses on such loans, which would harm our reputation and erode the trust we have built with our lending
partners and institutional investors in our loan funding programs. For example, in response to the COVID-19
pandemic, the federal government quickly implemented stimulus measures. The subsequent discontinuation of
those stimulus measures has increased, and may continue to increase, the delinquency and default rates of
borrowers of Upstart-powered loans, which has increased uncertainty about the effectiveness of our AI models
among lending partners, institutional investors and others. In addition, we consider credit performance to be one
of the most important measures of the effectiveness of our Al models and focus on credit performance
compared to the expectations of our lending partners or institutional investors at the time of origination. For
loans purchased by institutional investors, our 2021 through mid-2022 vintages have underperformed relative to
target returns. Moreover, the fair value of the loans on our balance sheet has declined in the quarter ended
December 31, 2022 and may decline in future down-cycle economic conditions. Any of these factors could
adversely affect our business, financial condition and results of operations.

Our securitizations, whole loan sales and warehouse credit facilities expose us to certain risks, and we can

provide no assurance that we will be able to access the securitization markets, continue our whole loan
sales, renew our existing warehouse credit facilities or obtain new warehouse credit facilities in the
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future. This may result in the reduced supply of loan funding capital or require us to seek more costly
financing for our marketplace.

We have facilitated securitizations, and may in the future facilitate additional securitizations, of certain
Upstart-powered loans to allow certain of our lending partners, whole loan purchasers, pass-through certificate
buyers and ourselves to liquidate such loans through the asset-backed securities markets or through other capital
markets products. In asset-backed securities transactions, we sell and convey pools of loans to a special purpose
entity, or SPE. We likewise fund certain loans on our balance sheet by selling loans to warehouse trust SPEs,
which loan sales are partially financed with associated warehouse credit facilities from banks. Concurrently,
each securitization SPE issues notes and/or certificates pursuant to the terms of indentures and trust agreements,
or in the case of the warehouse facilities, the warehouse trust SPE borrows money from banks pursuant to credit
and security agreements. The securities issued by the SPEs in asset-backed securitization transactions and the
lines of credit borrowed by the warchouse SPEs are each secured by the pool of loans owned by the applicable
SPE. In exchange for the sale of a portion of a given pool of loans to the SPE, we and/or our whole loan
purchasers, pass-through certificates buyers and certain lending partners who contribute loans to the
transactions receive cash and/or securities representing debt and/or equity interests in such SPE, which are the
proceeds from the sale of the securities. The equity interests in the SPEs are residual interests in that they entitle
the equity owners of such SPEs, including us if we are an equity owner in the relevant transaction, to a certain
proportion of the residual cash flows, if any, from the loans and to any assets remaining in such SPEs. As a
result of challenging credit and liquidity conditions, the value of the subordinated securities we or other
transaction participants retain in such SPEs might be reduced or, in some cases, eliminated.

During periods of financial disruption and economic uncertainty, such as the financial crisis that began
in 2008, the beginning of the COVID-19 pandemic in the spring of 2020 and periods of significant market
volatility driven by rapidly rising interest and inflation rates and recessionary concerns in 2022, the
securitization market has been constrained, and this could continue or occur again in the future. In addition,
other matters, such as (i) accounting standards applicable to securitization transactions and (ii) capital and
leverage requirements applicable to banks and other regulated financial institutions holding asset-backed
securities, could result in decreased institutional investor demand for securities issued through our securitization
transactions, or increased competition from other institutions that undertake securitization transactions. In
addition, compliance with certain regulatory requirements, including the Dodd-Frank Act, the Investment
Company Act and the so-called “Volcker Rule,” may affect the type of securitizations that we are able to
complete.

If it is not possible or economical for us to securitize loans in the future, we may need to seek
alternative financing to support our loan funding programs and to meet our existing debt obligations. Such
funding may not be available on commercially reasonable terms, or at all. If the cost of such loan funding
mechanisms were to be higher than that of our securitizations, the fair value of the loans would likely be
reduced, which would negatively impact our results of operations. If we are unable to access such financing, our
ability to originate loans and our results of operations, financial condition and liquidity may be materially
adversely affected.

The gain on sale and related servicing fees generated by our whole loan sales, and the servicing fees
based on sales of asset-backed securities, also represent a material portion of our earnings. We cannot assure
you that our loan purchasers will continue to purchase loans or securities (either through whole loan sales or
asset-backed securities) or that they will continue to purchase loans in transactions that generate the same
spreads and/or fees that we have historically obtained. During the year ended December 31, 2022, we sold loans
that had been originated in an earlier, lower interest rate environment. We recognized losses on these sales
which reduced our revenue. As we hold more loans on our balance sheet, or hold these loans for longer periods
and interest rates rise, our business, financial condition and results of operation could be adversely affected,
including further reductions in revenue. Factors that may affect loan purchaser demand for loans include:

» competition in the whole loan sales markets where we compete with loan originators who can sell
either larger loan portfolios or loans that have characteristics, pricing and terms that may be perceived
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to be more desirable to certain loan purchasers or institutional investors than those offered in Upstart-
powered loans that comprise our whole loan sales;

e competition in the securitization markets where we compete with loan originators and other issuers
who can securitize or sell pools of loans (which such pools may include Upstart-powered loans, on a
commingled basis or otherwise) with characteristics, pricing and terms that may be perceived to be
more desirable to certain institutional investors than those offered in Upstart-powered loans contributed
to asset-based securitization transactions that we facilitate;

» the extent to which servicing fees and other expenses may reduce overall net return on purchased pools
of loans;

e the actual or perceived credit performance and loan grade and term mix of the portfolios of loans
offered for sale;

* loan purchasers’ sector and company investment diversification requirements and strategies;
*  higher yielding investment opportunities at a risk profile deemed similar to our sold loan portfolios;
*  borrower prepayment behavior within the underlying pools;

» regulatory or investment practices related to maintaining net asset value, mark-to-market and similar
metrics surrounding pools of purchased loans; and

» the ability of our loan purchasers to access funding and liquidity channels, including warehouse
financing and securitization markets, on terms they find acceptable to deliver an appropriate return net
of funding costs, as well as general economic conditions and market trends, such as increasing interest
rates, that affect the appetite for loan financing investments.

Potential institutional investors in our loan funding programs may also demand a lower price on our
loans and loan financing products during periods of economic slowdown or recession to compensate for any
increased risks. A reduction in the sale price of the loans and loan financing products we sell would negatively
impact our revenues, operations and returns. For example, as interest rates increased, institutional loan investors
reduced the prices they were willing to pay to purchase certain loans we held which had been originated during
an earlier, lower interest rate environment, which negatively impacted our revenue. Any sustained decline in
demand for loans or loan financing products, or any increase in delinquencies, defaults or losses that result from
economic downturns, may also reduce the price we receive on future loan sales.

Cross River Bank and one other lending partner account for a substantial portion of the total number of
loans facilitated by our platform and our revenue.

Cross River Bank, or CRB, a New Jersey-chartered community bank, originates a majority of the loans
on our platform. In the years ended December 31, 2021 and 2022, CRB originated 55% and 51%, respectively,
of the Transaction Volume, Number of Loans. CRB also accounts for a large portion of our revenues. In the
years ended December 31, 2021 and 2022, fees received from CRB accounted for 56% and 45%, respectively,
of our total revenue. CRB retains a proportion of the loans they originate on their own balance sheet, and sells
the remainder of the loans to us, which we in turn sell to institutional investors, sell to our warehouse trust
special purpose entities or retain on our balance sheet. Our most recent commercial arrangement with CRB
began on January 1, 2019 and has a term of four years with an automatic renewal provision for an additional
two years following the initial four-year term. Either party may choose to not renew by providing the other
party 120 days’ notice prior to the end of the initial term or any renewal term. In addition, even during the term
of our arrangement, CRB could choose to reduce the volume of Upstart-powered loans that it chooses to
originate and/or retain on its balance sheet. We or CRB may terminate our arrangement immediately upon a
material breach by the other party and failure to cure such breach within a cure period, if any representations or
warranties are found to be false and such error is not cured within a cure period, bankruptcy or insolvency of
either party, receipt of an order or judgment by a governmental entity, a material adverse effect, or a change of
control whereby such party involved in such change of control provides 90 days’ notice to the other and
payment of a termination fee of $450,000. If we are unable to continue to increase the number of other lending
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partners on our platform or if CRB or one of our other lending partners were to suspend, limit or cease their
operations or otherwise terminate their relationship with us, our business, financial condition and results of
operations would be adversely affected.

In both the year ended December 31, 2021 and 2022, one other lending partner originated 36% of the
Transaction Volume, Number of Loans. In the years ended December 31, 2021 and 2022, the fees received from
this lending partner accounted for 27% and 28% of our total revenue, respectively.

The sales and onboarding process of new lending partners could take longer than expected, leading to
fluctuations or variability in expected revenues and results of operations.

Our sales and onboarding process with new lending partners can be long, vary widely and generally
takes approximately two to twelve months. As a result, revenues and results of operations may vary
significantly from period to period. Prospective lending partners are often cautious in making decisions to
implement our platform and related services because of the risk management alignment and regulatory
uncertainties related to their use of our Al models, including their oversight, model governance and fair lending
compliance obligations associated with using such models. In addition, prospective lending partners undertake
an extensive diligence review of our platform, compliance and servicing activities before choosing to partner
with us. Further, the implementation of our Al lending model often involves shifts by the lending partner to a
new software platform or changes in their operational procedures, which may involve significant time and
expense to implement. Delays in onboarding new lending partners can also arise while prospective lending
partners complete their internal procedures to approve expenditures and test and accept our applications.
Consequently, we face difficulty predicting the quarter in which new lending partners will begin using our
platform and the volume of fees we will receive, which can lead to fluctuations in our revenues and results of
operations.

The COVID-19 pandemic has harmed, and could continue to harm, our business, financial condition and
results of operations and the duration and extent to which it will impact our future results of operations
overall financial performance remains uncertain.

The COVID-19 pandemic has caused extreme societal, economic, and financial market volatility,
resulting in business shutdowns, an unprecedented reduction in economic activity and significant dislocation to
businesses, the capital markets, and the broader economy. The global macroeconomic effects of the COVID-19
pandemic and related impacts on our business may persist for an indefinite period.

The impact of the COVID-19 pandemic on the finances of borrowers on our platform has also been
profound, as many have been, and may continue to be, impacted by unemployment, reduced earnings, inflation
and/or elevated economic disruption and insecurity. Such adverse impacts on the economy and borrowers have
resulted in, and may continue to contribute to, higher default rates on Upstart-powered loans and an increased
rate of borrowers declaring bankruptcy, any of which could adversely affect the attractiveness of Upstart-
powered loans to our lending partners and to the institutional investors in our loan funding program. At the end
of 2021, the federal government discontinued most stimulus measures taken in response to the COVID-19
pandemic, which has led to, and may continue to lead to, increased delinquency and default rates of loans
facilitated through our lending marketplace. If we are unable to improve our Al platform to account for events
like the COVID-19 pandemic and the resulting macroeconomic impacts, or if our Al platform is unable to more
successfully predict the creditworthiness of potential borrowers compared to other lenders, then our business,
financial condition and results of operations could be adversely affected.

Furthermore, the COVID-19 pandemic caused some borrowers on our platform to request a temporary
extension or modification of the payment schedules of their loans under the temporary relief or loan
modification programs, or hardship programs, offered by our lending partners and institutional investors in our
loan funding programs. In the future, our lending partners and institutional investors may offer additional
hardship programs. If a large number of borrowers seek to participate in such hardship programs, the investment
returns of our lending partners and institutional investors in our loan funding programs could decline. Further, if
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the rate of borrowers that participate in such hardship programs is greater than those experienced by our
competitors, then our lending partners and the institutional investors in our loan funding programs may become
less interested in purchasing or investing in Upstart-powered loans, which could negatively impact our
diversified loan funding strategy or significantly increase the cost of obtaining loan funding. Any of the
foregoing could adversely affect our business, financial condition and results of operations.

The continuing crisis and the magnitude and duration of the resulting fluctuations in business activity
cannot currently be estimated with any degree of certainty and has had several effects on our business and
results of operations, including, among other things:

* decreases in origination volumes on our platform;

» the potential for increased losses for new and existing Upstart-powered loans;

» lower acceptance rates from borrowers;

e areduction in the availability of loan funding and liquidity from institutional investors and the capital
markets; and

» restricted sales operations and marketing efforts, and a reduction in the effectiveness of such efforts in
some cases.

We continue to monitor the ongoing impact of the COVID-19 pandemic to assess possible implications
to our business and to take appropriate actions in an effort to mitigate the adverse consequences of the
COVID-19 pandemic. However, there can be no assurances that our initiatives we take will be sufficient or
successful.

The extent to which the COVID-19 pandemic continues to impact our business and results of
operations will also depend on future developments that are highly uncertain and cannot be predicted, including
the emergence of new COVID-19 variants, future spikes of COVID-19 infections resulting in additional
preventive measures to contain or mitigate the spread of the virus, the impact on businesses and financial and
capital markets, the extent and effectiveness of containment actions, the administration and efficacy of
vaccination programs with respect to the prevalent COVID-19 variants or variant strains that will emerge in the
future and the impact of further shelter-in-place or other government restrictions that may be imposed. For
example, the termination of government stimulus measures reduced the ability of some individual borrowers to
remain current on their obligations which we believe led to increased delinquencies, defaults, customer
bankruptcies and charge-offs and decreasing recoveries for loans facilitated through the Upstart marketplace. A
continued rise in default rates, delinquencies, customer bankruptcies or charge-offs have led, and may continue
to lead, to lower demand by our lending partners to originate, and institutional investors to fund, loans
facilitated through our marketplace, which would have an adverse effect on our business. An extended period of
economic disruption as a result of the COVID-19 pandemic could have a material negative impact on our
business, results of operations, and financial condition, though the full extent and duration is uncertain. To the
extent the COVID-19 pandemic continues to adversely affect our business and financial results, it is likely to
also have the effect of heightening many of the other risks described in this “Risk Factors” section.

Our business is subject to a wide range of laws and regulations, many of which are evolving, and failure
or perceived failure to comply with such laws and regulations could harm our business, financial
condition and results of operations.

The legal and regulatory environment surrounding our Al lending marketplace is relatively new,
susceptible to change and may require clarification or interpretive guidance with respect to existing laws and
regulations. The body of laws and regulations applicable to our business are complex and subject to varying
interpretations, in many cases due to the lack of specificity regarding the application of Al and related
technologies to the already highly regulated consumer lending industry. As a result, the application of such laws
and regulations in practice may change or develop over time through judicial decisions or as new guidance or
interpretations are provided by regulatory and governing bodies, such as federal, state and local administrative
agencies.
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Since we launched our Al lending marketplace, we have been proactively working with the federal
government and regulatory bodies to ensure that our Al lending marketplace and other services are in
compliance with applicable laws and regulations. For example, after significant collaboration with the
Consumer Financial Protection Bureau, or CFPB, the CFPB issued Upstart the first no-action letter in 2017,
which provided that the CFPB would not take supervisory or enforcement action against Upstart for a violation
of the Equal Credit Opportunity Act (ECOA). Upon its expiration, we received a second no-action letter
regarding the use of our Al model to underwrite and price unsecured closed-end loans. In June 2022, the second
no-action letter was terminated upon our request. Our requested termination was driven by a need to keep our
models accurate and updated during a period of significant economic change. As a result, we can provide no
assurance that the CFPB or any other federal or state regulator will not take supervisory or enforcement action
against us in the future. We plan to continue working and collaborating closely with regulators to provide
visibility into Al and related emerging technologies and the potential benefits such technologies can have on the
consumer lending industry, while also addressing the related risks. New laws and regulations and changes to
existing laws and regulations continue to be adopted, implemented and interpreted in response to our industry
and the emergence of Al and related technologies. As we expand our business into new markets, introduce new
loan products on our platform and continue to improve and evolve our Al models, regulatory bodies or courts
may claim that we are subject to additional requirements. Such regulatory bodies could reject our applications
for licenses or deny renewals, delay or impede our ability to operate, charge us fees or levy fines or penalties, or
otherwise disrupt our ability to operate our Al lending marketplace, any of which could adversely affect our
business, financial condition and results of operations.

Recent financial, political and other events may increase the level of regulatory scrutiny on financial
technology companies. Regulatory bodies may enact new laws or promulgate new regulations or view matters
or interpret laws and regulations differently than they have in the past, or commence investigations or inquiries
into our business practices. For example, in April 2022, the CFPB announced that it intends to examine
nonbank financial companies that pose risks to consumers, and in November 2022, the Treasury Department
issued a report encouraging the CFPB to increase its supervisory activity with respect to larger nonbank lenders.
If the CFPB decides to subject us to its supervisory process, it could significantly increase the level of
regulatory scrutiny of our business practices. In addition, the Biden Administration recently announced a
government-wide effort to eliminate “junk fees” which could subject our business practices to even further
scrutiny. The CFPB’s action on junk fees thus far has largely focused on fees associated with deposit products,
such as “surprise” overdraft fees and not-sufficient-funds fees, that are not within scope of Upstart’s products or
services. However, what constitutes a “junk fee” remains undefined. The CFPB has called out other fees, such
as pay-to-pay fees charged by debt collectors, and is actively soliciting consumer input on fee practices
associated with other consumer financial products or services, signaling that the “junk fee” initiative is likely to
continue to broaden in scope. While Upstart believes that the costs it charges are reasonable under the
circumstances and does not charge any fees that have been scrutinized by the CFPB thus far, we expect that we
would still be subject to some additional scrutiny should the “junk fee” initiative expands to include fees
directly associated with consumer lending products.

Moreover, the CFPB has issued several interpretive statements and guidance documents that could
impact our business practices including, but not limited to, a May 2022 statement on compliance obligations
under ECOA for companies that rely on complex algorithms when making credit decisions. Further, the agency
issued an update to its examination manual that contains a novel interpretation of its authority to prohibit unfair,
deceptive, or abusive acts or practices that would authorize the agency to treat any instance of discrimination
against a protected class as an unfair act or practice under the Dodd-Frank Act. The CFPB also issued an
interpretive rule expanding states’ authority to enforce requirements of federal consumer financial laws,
including ECOA. State regulators have also increased the level of regulatory scrutiny on financial technology
companies. For example, the State of Maryland initiated an enforcement action against a financial technology
company and its bank partner for unlicensed lending within the state. Moreover, as noted above, the OCC has
also indicated that it intends to use its supervisory authority to review bank third-party relationships with
financial technology companies including a review of third-party business practices that could pose a risk of
potential consumer harm that could impact the safety and soundness of the banks subject to agency supervision.
Should the agency examine any of our lending partners, such examinations would, more than likely, involve a
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review of our business practices to determine whether they pose a risk to the safety and soundness of those
lending partners.

We have been subject to governmental inquiries as well. See the risk factor titled “—We have been in
the past and may in the future be subject to federal and state regulatory inquiries regarding our business” for
more information. Any government investigations or inquiries, whether or not accurate or warranted, or whether
concerning us or one of our competitors, could negatively affect our brand and reputation and the overall market
acceptance of and trust in our Al lending marketplace. Any of the foregoing could harm our business, financial
condition and results of operations.

Substantially all of our revenue is derived from a single loan product, and we are thus particularly
susceptible to fluctuations in the unsecured personal loan market. We also do not currently offer a broad
suite of products that lending partners may find desirable.

While we expanded the type of loan products offered on our platform to include auto loans and
continue to invest in developing new loan products, the vast majority of loan originations currently facilitated
through our platform are unsecured personal loans. The market for unsecured personal loans has grown rapidly
in recent years, and it is unclear to what extent such market will continue to grow, if at all. A wide variety of
factors could impact the market for unsecured personal loans, including macroeconomic conditions,
competition, regulatory developments and other developments in the credit market. Our success will depend in
part on the continued growth of the unsecured personal loan market, and if such market does not further grow or
grows more slowly than we expect, our business, financial condition and results of operations could be
adversely affected.

In addition, lending partners may in the future seek partnerships with competitors that are able to offer
them a broader array of credit products. Over time, in order to preserve and expand our relationships with our
existing lending partners, and enter into new lending partnerships, it may become increasingly important for us
to be able to offer a wider variety of products than we currently provide. We are also susceptible to competitors
that may intentionally underprice their loan products, even if such pricing practices lead to losses. Such
practices by competitors would negatively affect the overall demand for personal loans facilitated on our
platform.

Further, because such personal loans are unsecured, there is a risk that borrowers will not prioritize
repayment of such loans, particularly in any economic downcycle. To the extent borrowers have or incur other
indebtedness that is secured, such as a mortgage, a home equity line of credit or an auto loan, borrowers may
choose to repay obligations under such secured indebtedness before repaying their Upstart-powered personal
loans. In addition, borrowers may not view Upstart-powered loans, which were originated through an online
lending platform, as having the same significance as other credit obligations arising under more traditional
circumstances, such as loans from banks or other commercial financial institutions. Any of the foregoing could
lead to higher default rates and decreased demand by our lending partners and institutional investors to fund
loans facilitated through our marketplace, which would adversely affect our business, financial condition and
results of operations.

We are also more susceptible to the risks of changing and increased regulations and other legal and
regulatory actions targeted towards the unsecured personal loan market. It is possible that regulators may view
unsecured personal loans as high risk for a variety of reasons, including that borrowers will not prioritize
repayment of such loans due to the unsecured nature of such loans or because existing laws and regulations may
not sufficiently address the benefits and corresponding risks related to financial technology as applied to
consumer lending. If we are unable to manage the risks associated with the unsecured personal loan market, our
business, financial condition and results of operations could be adversely affected.

We are continuing to introduce and develop new loan products and services offerings, and if these

products are not successful or we are unable to manage the related risks, our growth prospects, business,
financial condition and results of operations could be adversely affected.
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We have introduced auto loan and small dollar loan products and are continuing to invest in developing
new loan products and service offerings, such as mortgages. New initiatives are inherently risky, as each
involves unproven business strategies, new regulatory requirements and new financial products and services
with which we, and in some cases our lending partners, have limited or no prior development or operating
experience.

We cannot be sure that we will be able to develop, commercially market and achieve market
acceptance of any new products and services. In addition, our investment of resources to develop new products
and services may either be insufficient or result in expenses that are excessive in light of revenue actually
derived from these new products and services. It is also possible that such investment of resources may need to
be delayed or deferred, as was the case with respect to our small business loan product when we decided to
suspend its development in January 2023 due to the adverse macroeconomic conditions affecting our business at
that time. If the profile of borrowers using any new products and services is different from that of those
currently served by our existing loan products, our Al models may not be able to accurately evaluate the credit
risk of such borrowers, and our lending partners and institutional investors in our loan funding programs may in
turn experience higher levels of delinquencies or defaults. Failure to accurately predict demand or growth with
respect to our new products and services could have an adverse impact on our reputation and business, and there
is always risk that new products and services will be unprofitable, will increase our costs, decrease operating
margins or take longer than anticipated to achieve target margins. In addition, any new products or services may
raise new and potentially complex regulatory compliance obligations, which would increase our costs and may
cause us to change our business in unexpected ways. Further, our development efforts with respect to these
initiatives could distract management from current operations and will divert capital and other resources from
our existing business.

We may also have difficulty with securing adequate funding for any such new loan products and
services, and if we are unable to do so, our ability to develop and grow these new offerings and services will be
impaired. If we are unable to effectively manage the foregoing risks, our growth prospects, business, financial
condition and results of operations could be adversely affected.

If we fail to effectively manage our growth, our business, financial condition and results of operations
could be adversely affected.

Over the last several years, we have experienced rapid growth in our business. Our rapid growth has
placed, and may continue to place, significant demands on our management, processes and operational,
technological and financial resources. Our ability to manage our growth effectively and to integrate new
employees and technologies into our existing business will require us to continue to retain, attract, train,
motivate and manage employees and expand our operational, technological and financial infrastructure. From
time to time, we rely on temporary independent contractor programs to scale our operations team. Failure to
effectively implement and manage such programs could result in misclassification or other employment related
claims or inquiries by governmental agencies. Continued growth could strain our ability to develop and improve
our operational, technological, financial and management controls, enhance our reporting systems and
procedures, recruit, train and retain highly skilled personnel and maintain user satisfaction. Any of the foregoing
factors could negatively affect our business, financial condition and results of operations.

Our reputation and brand are important to our success, and if we are unable to continue developing our
reputation and brand, our ability to retain existing and attract new lending partners, our ability to
attract borrowers to our platform, our ability to maintain a diverse funding marketplace and our ability
to maintain and improve our relationship with regulators of our industry could be adversely affected.

We believe maintaining a strong brand and trustworthy reputation is critical to our success and our
ability to attract borrowers to our platform, attract new lending partners, maintain a diverse funding marketplace
and sustain good relations with regulators. Factors that affect our brand and reputation include: perceptions of
artificial intelligence, our industry and our company, including the quality and reliability of our Al lending
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marketplace; the accuracy of our Al models; characterizations of our company as a traditional lending company
due to the amount of loans held on our balance sheet; perceptions regarding the application of artificial
intelligence to consumer lending specifically and that algorithmic lending is inherently biased; our loan funding
programs; changes to the Upstart platform; our ability to effectively manage and resolve borrower complaints;
collection practices; privacy and security practices; litigation; regulatory activity; and the overall user
experience of our platform. Negative publicity or negative public perception of these factors, even if inaccurate,
could adversely affect our brand and reputation.

For example, consumer advocacy groups, politicians and certain government and media reports have,
in the past, advocated governmental action to prohibit or severely restrict consumer loan arrangements where
banks contract with a third-party platform such as ours to provide origination assistance services to bank
customers. These arrangements have sometimes been criticized as “renting-a-bank charter.” Such criticism has
frequently been levied in the context of payday loan marketers, though other entities operating programs
through which loans similar to Upstart-powered loans are originated have also faced criticism. The perceived
improper use of a bank charter by these entities has been challenged by both governmental authorities and
private litigants, in part because of the high rates and fees charged to consumers in certain payday and high-rate,
small-dollar lending programs. Bank regulators have even required banks to exit third-party programs that the
regulators determined involved unsafe and unsound practices. The payday loans that have been subject to more
frequent criticism and challenge are fundamentally different from Upstart-powered loans in many ways,
including that Upstart-powered loans typically have lower interest rates and longer terms, and Upstart-powered
loans do not renew. In particular, interest rates of Upstart-powered loans have always been and are currently
less than 36%, as compared to the triple-digit interest rates of many payday or small dollar loans that have been
subject to such criticism. If we are nevertheless associated with such payday or high-rate, small-dollar consumer
loans, or if we are associated with increased criticism of non-payday loan programs involving relationships
between bank originators and non-bank lending platforms and program managers, demand for Upstart-powered
loans could significantly decrease, which could cause our lending partners to reduce their origination volumes
or terminate their arrangements with us, impede our ability to attract new lending partners or delay the
onboarding of lending partners, impede our ability to attract institutional investors to participate in our loan
funding programs or reduce the number of potential borrowers who use our platform. Any of the foregoing
could adversely affect our results of operations and financial condition.

Any negative publicity or public perception of Upstart-powered loans or other similar consumer loans
or the consumer lending service we provide may also result in us being subject to more restrictive laws and
regulations and potential investigations and enforcement actions. In addition, regulators may decide they are no
longer supportive of our Al lending marketplace if there is enough negative perception surrounding such
practices. We may also become subject to lawsuits, including class action lawsuits, or other challenges such as
government enforcement or arbitration, against our lending partners or us for loans originated by our lending
partners on our platform, loans we service or have serviced. If there are changes in the laws or in the
interpretation or enforcement of existing laws affecting consumer loans similar to those offered on our platform,
or our marketing and servicing of such loans, or if we become subject to such lawsuits, our business, financial
condition and results of operations would be adversely affected.

Artificial intelligence and related technologies are subject to public debate and heightened regulatory
scrutiny. The CFPB Director recently indicated that artificial intelligence remains a regulatory hot topic for the
agency including the use of complex credit scoring models as part of the loan underwriting process. The agency
has taken several steps to increase regulatory scrutiny of financial technology companies that rely on artificial
intelligence. Any negative publicity or negative public perception of artificial intelligence could negatively
impact demand for our Al lending marketplace, hinder our ability to attract new lending partners or slow the
rate at which lending partners adopt our Al lending marketplace. From time to time, certain advocacy groups
have made claims that unlawful or unethical discriminatory effects may result from the use of Al technology by
various companies, including ours. Such claims, whether or not accurate, and whether or not concerning us or
our Al lending marketplace, may harm our ability to attract prospective borrowers to our platform, retain
existing and attract new lending partners and achieve regulatory acceptance of our business.
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In February 2020, we received a letter from five members of the U.S. Senate asking questions in
connection with claims of discriminatory lending made by an advocacy group. We responded to this inquiry,
and in July 2020, three of the Senators issued their findings from this inquiry, writing a letter to the Director of
the CFPB recommending the CFPB further review Upstart’s use of educational variables in its models and
requesting that the CFPB stop issuing no-action letters related to ECOA. On December 1, 2020, in connection
with these inquiries, we entered into an agreement with the NAACP Legal Defense and Education Fund, or the
LDF, and the Student Borrower Protection Center, or the SBPC, in which we agree to participate in fair lending
reviews of our Al models, including, but not limited to, its use of educational variables, and to engage a neutral
third-party firm to perform periodic fair lending assessments over a two-year period. In accordance with the
terms of the agreement, we engaged Relman Colfax LLC, or Relman, as a neutral third-party firm, and provided
data to conduct fair lending testing of our underwriting models. The fair lending testing was designed to assess
lending outcomes from our underwriting models to determine if the models caused or resulted in a disparate
impact on any protected class, and if so, whether there were less discriminatory alternative practices while
maintaining the models’ predictiveness. Most recently, in September 2022, Relman published its third public
report that summarized its findings, recommendations and best practices, as well as any aspects of our Al
models that raise particular fair lending concerns or implicate novel insights on educational equity that serve the
public interest. While we have input on Relman’s reports and the agreement provides that Relman and the
parties to the agreement will collaborate to reach agreement on any recommendations, we may disagree with
Relman, the LDF or the SBPC regarding the contents of the reports or particular recommendations that were
made, the manner in which they should be implemented, if at all, or whether they would maintain the
predictiveness of our Al models or meet any other legitimate business needs of Upstart. If we do not implement
Relman’s recommendations, the LDF and/or the SBPC could terminate the agreement with us. If Relman’s
reports are viewed negatively for any reason, or Relman terminates its agreement with us and/or the agreement
with the LDF and/or the SBPC is terminated for any reason, our brand and reputation and the overall market
acceptance of, and trust in, our Al lending marketplace could suffer, and we could be subject to increased
regulatory and litigation risk. In addition, the publication of information arising from our agreement with the
LDF or the SBPC, including the reports published by Relman, could lead to additional regulatory scrutiny for
our lending partners.

We have been subject to other governmental inquiries on this topic. See the risk factor titled “—We
have been in the past and may in the future be subject to federal and state regulatory inquiries regarding our
business” for more information. Negative public perception, actions by advocacy groups or legislative and
regulatory interest groups could lead to lobbying for and enactment of more restrictive laws and regulations that
impact the use of Al technology in general, Al technology as applied to lending operations generally or as used
in our applications more specifically. Any of the foregoing could negatively impact our business, financial
condition and results of operations.

Harm to our reputation can also arise from many other sources, including inaccurate or unfavorable
statements made by securities analysts or others, failure by us or our lending partners to meet minimum
standards of service and quality, loan underperformance, inadequate protection of borrower information and
compliance failures and claims, and employee or former employee misconduct, misconduct by outsourced
service providers or other counterparties, as further described below. If we are unable to protect our reputation,
our business, financial condition and results of operations would be adversely affected.

Misconduct and errors by our employees, former employees, vendors, or service providers could harm
our reputation and subject us to significant legal liability.

We operate in an industry in which integrity and the confidence of our borrowers and lending partners
is of critical importance. Our business depends on our employees, vendors, and service providers to process a
large number of increasingly complex transactions, including transactions that involve significant dollar
amounts and loan transactions that involve the use and disclosure of personal and business information. We are
thus exposed to the risk of misconduct and errors by our employees, vendors, and other service providers that
could adversely affect our business, including employees, vendors, or service providers taking, converting, or
misusing funds, documents, or data, or failing to follow applicable laws and regulations or our internal policies
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or protocol when interacting with consumers and borrowers. It is not always possible to identify and deter
misconduct or errors by employees, vendors, or service providers, and the precautions we take to detect and
prevent this activity may not be effective in controlling unknown or unmanaged risks or losses. There have been
numerous highly-publicized cases of fraud and other misconduct by financial services industry employees. If
any of our employees, vendors or service providers engage in illegal, improper, or suspicious activity or other
misconduct, we could suffer serious harm to our reputation, financial condition, relationships with lending
partners and borrowers, and our ability to attract new lending partners or borrowers. We could also be perceived
to have facilitated or participated in the illegal misappropriation of funds, documents, or data, or the failure to
follow protocol, and therefore be subject to civil or criminal liability. Any of these occurrences could result in
our diminished ability to operate our business, inability to attract future borrowers or lending partners,
reputational damage, regulatory intervention, and financial harm, which could negatively impact our business,
results of operations, financial condition, and future prospects.

If we do not compete effectively in our target markets, our business, results of operations and financial
condition could be harmed.

The consumer lending market is highly competitive and increasingly dynamic as emerging
technologies continue to enter into the marketplace. With the introduction of new technologies and the influx of
new entrants, competition may persist and intensify in the future, which could have an adverse effect on our
operations or business.

Our inability to compete effectively could result in reduced loan volumes, reduced average size of
loans facilitated on our platform, reduced fees, increased marketing and borrower acquisition costs or the failure
of the Upstart platform to achieve or maintain more widespread market acceptance, any of which could have an
adverse effect on our business and results of operations.

Consumer lending is a vast and competitive market, and we compete to varying degrees with all other
sources of unsecured consumer credit. This can include banks, non-bank lenders including retail-based lenders
and other financial technology lending platforms. Because personal loans often serve as a replacement for credit
cards, we also compete with the convenience and ubiquity that credit cards represent. Many of our competitors
operate with different business models, such as lending-as-a-service, have different funding sources, have
different cost structures or regulatory obligations, or participate selectively in different market segments. They
may ultimately prove more successful or more adaptable to new regulatory, economic, technological and other
developments, including utilizing new data sources or credit models. We may also face competition from banks
or companies that have not previously competed in the consumer lending market, including companies with
access to vast amounts of consumer-related information that could be used in the development of their own
credit risk models. Our current or potential competitors may be better at developing new products due to their
large and experienced data science and engineering teams, who are able to respond more quickly to new
technologies. Many of our current or potential competitors have significantly more resources, such as financial,
technical and marketing resources, than we do and may be able to devote greater resources to the development,
promotion, sale and support of their platforms and distribution channels. We face competition in areas such as
compliance capabilities, commercial financing terms and costs of capital, interest rates and fees (and other
financing terms) available to consumers from our lending partners, approval rates, model efficiency, speed and
simplicity of loan origination, ease-of-use, marketing expertise, service levels, products and services,
technological capabilities and integration, borrower experience, brand and reputation, and terms available to our
loan funding institutional investor base. Our competitors may also have longer operating histories, lower
commercial financing costs or costs of capital, more extensive borrower bases, more diversified products and
borrower bases, operational efficiencies, more versatile or extensive technology platforms, greater brand
recognition and brand loyalty, broader borrower and partner relationships, more extensive and/or more
diversified loan funding institutional investor bases than we have, greater capacity to fund loans through their
balance sheets, and more extensive product and service offerings than we have. Furthermore, our existing and
potential competitors may decide to modify their pricing and business models to compete more directly with us.
Our ability to compete will also be affected by our ability to provide our lending partners with a commensurate
or more extensive suite of loan products than those offered by our competitors. In addition, current or potential
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competitors, including financial technology lending platforms and existing or potential lending partners, may
also acquire or form strategic alliances with one another, which could result in our competitors being able to
offer more competitive loan terms due to their access to lower-cost capital. Such acquisitions or strategic
alliances among our competitors or potential competitors could also make our competitors more adaptable to a
rapidly evolving regulatory environment. To stay competitive, we may need to increase our regulatory
compliance expenditures or our ability to compete may be adversely affected.

Our industry is driven by constant innovation. We utilize artificial intelligence and machine learning,
which is characterized by extensive research efforts and rapid technological progress. If we fail to anticipate or
respond adequately to technological developments, our ability to operate profitably could suffer. There can be
no assurance that research, data accumulation and development by other companies will not result in AI models
that are superior to our AI models or result in products superior to those we develop or that any technologies,
products or services we develop will be preferred to any existing or newly-developed technologies, products or
services. If we are unable to compete with such companies or fail to meet the need for innovation in our
industry, the use of the Upstart platform could stagnate or substantially decline, or our loan products could fail
to maintain or achieve more widespread market acceptance, which could harm our business, results of
operations and financial condition.

Our business is heavily concentrated in U.S. consumer credit, and therefore our results are more
susceptible to fluctuations in that market than a more diversified company.

Our business is heavily concentrated in U.S. consumer credit. As a result, we are more susceptible to
fluctuations and risks particular to U.S. consumer credit than a more diversified company. For example, our
business is particularly sensitive to macroeconomic conditions that affect the U.S. economy and consumer
spending and consumer credit, such as rising interest rates and changes in monetary policy. We are also more
susceptible to the risks of increased regulations and legal and other regulatory actions that are targeted at
consumer credit. Our business concentration could have a material adverse effect on our business, results of
operations, financial condition, and future prospects.

If we are unable to manage the risks associated with fraudulent activity, our brand and reputation,
business, financial condition and results of operations could be adversely affected.

Fraud is prevalent in the financial services industry and is likely to increase as perpetrators become
more sophisticated. We are subject to the risk of fraudulent activity associated with borrowers and third parties
handling borrower information and in limited situations cover certain fraud losses of our lending partners and
institutional investors in our loan funding programs. For example, in the third quarter of 2021 and the first
quarter of 2022, we experienced temporary increases in fraudulent activity. Fraud rates could also increase in a
down-cycle economy. We use several identity and fraud detection tools, including tools provided by third-party
vendors and our proprietary Al models, to predict and otherwise validate or authenticate applicant-reported data
and data derived from third-party sources. If such efforts are insufficient to accurately detect and prevent fraud,
the level of fraud-related losses of Upstart-powered loans could increase, which would decrease confidence in
our Al lending marketplace. In addition, our lending partners, institutional investors in our loan funding
programs or we may not be able to recover amounts disbursed on loans made in connection with inaccurate
statements, omissions of fact or fraud, which could erode the trust in our brand and negatively impact our ability
to attract new lending partners and institutional investors in our loan funding programs.

High profile fraudulent activity also could negatively impact our brand and reputation. In addition,
significant increases in fraudulent activity could lead to regulatory intervention, which could increase our costs
and also negatively impact our brand and reputation. Further, if there is any increase in fraudulent activity that
increases the need for human intervention in screening loan application data, the level of automation on our
platform could decline and negatively affect our unit economics. If we are unable to manage these risks, our
business, financial condition and results of operations could be adversely affected.
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We may fail to achieve the expected cost savings and related benefits from our reduction in workforce
initiated in November 2022 and January 2023.

In November 2022, we announced a plan to reduce our workforce on our Operations Onboarding team
to enable us to help achieve a more cost-efficient organization, which resulted in reducing headcount by 7%. In
January 2023, we announced another plan to reduce our workforce by 20% to reduce operating costs, streamline
operations and return Upstart to profitability.

We may fail to effectively execute on, or achieve the stated goals of, the reductions in workforce. Our
plans may also change as we continue to refocus on reducing operating costs, streamlining operations and
returning our business to profitability. These actions may take more time than we currently estimate and we
may not be able to achieve the cost-efficiencies sought. In addition, the reduction in workforce may negatively
impact employee morale for those who are not directly impacted, which may increase employee attrition and
hurt future recruiting efforts, hindering our ability to achieve our key priorities. Any failure to achieve the
expected benefits from the reduction in workforce could adversely affect our stock price, financial condition and
ability to achieve our goals.

We depend on our key personnel and other highly skilled personnel, and if we fail to attract, retain and
motivate our personnel, our business, financial condition and results of operations could be adversely
affected.

Our success significantly depends on the continued service of our senior management team, including
Dave Girouard, our Co-Founder and Chief Executive Officer, and Paul Gu, our Co-Founder and Chief
Technology Officer, and other highly skilled personnel. Our success also depends on our ability to identify,
hire, develop, motivate and retain highly qualified personnel for all areas of our organization.

Competition for highly skilled personnel, including engineering and data analytics personnel, is
extremely intense, particularly in the San Francisco Bay Area where one of our headquarters is located. While
we have transitioned to a Digital First work model which allows us to recruit nationwide, we have experienced,
and expect to continue to face, some difficulty identifying and hiring qualified personnel, especially as we
pursue our growth strategy. We may not be able to hire or retain such personnel at compensation or flexibility
levels consistent with our existing compensation and salary structure and policies. We periodically review our
compensation levels to ensure they remain competitive and have increased them when we believe market
conditions warrant it. However, we may need to further increase our existing compensation levels in response to
competition, rising inflation or labor shortages, which would increase our operating costs and reduce our
margins. Many of the companies with which we compete for experienced employees have greater resources
than we have and may be able to offer more attractive terms of employment. In particular, candidates making
employment decisions, specifically in high-technology industries, often consider the value of any equity they
may receive in connection with their employment. The recent significant volatility in the price of our stock may
have adversely contributed to, and in the future may affect, our ability to attract or retain highly skilled
technical, financial and marketing personnel.

In addition, we invest significant time and expense in training our employees, which increases their
value to competitors who may seek to recruit them. If we fail to retain our employees, we could incur significant
expenses in hiring and training their replacements. While we are in the process of training their replacements,
the quality of our services and our ability to serve our lending partners, institutional investors and borrowers
whose loans we service may suffer, resulting in an adverse effect on our business.

Furthermore, we have reduced our workforce in November 2022 and January 2023 and may further
reduce our workforce in the future to lower our operating costs and streamline operations. These reductions in
force may adversely affect employee morale, our culture and our ability to attract and retain personnel who are
critical to our business. It may also negatively impact our ability to pursue new initiatives due to insufficient
resources and personnel. We may be unsuccessful in distributing duties and obligations of impacted employees
among the remaining employees. We also may not realize the anticipated benefits and cost savings and may
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suffer unintended consequences, such as the loss of institutional knowledge, higher than expected employee
turnover and significant disruptions in our day-to-day operations. If we are unable to realize the expected
operational efficiencies or cost savings from the reductions in force, or if we experience significant adverse
consequences as a result, our business, financial conditions and results of operations may be adversely affected.

Security breaches and incidents compromising borrowers’ confidential information that we store may
harm our reputation, adversely affect our results of operations and expose us to liability.

We are increasingly dependent on information technology systems and infrastructure to operate our
business. In the ordinary course of our business, we collect, process, transmit and store large amounts of
sensitive information, including personal information, credit information and other sensitive data of borrowers
and potential borrowers. It is critical that we do so in a manner designed to maintain the confidentiality,
integrity and availability of such sensitive information. We also have arrangements in place with certain of our
third-party vendors that require us to share consumer information. We have outsourced elements of our
operations (including elements of our information technology infrastructure) to third parties, and as a result, we
manage a number of third-party vendors who may have access to our computer networks and sensitive or
confidential information. In addition, many of those third parties may in turn subcontract or outsource some of
their responsibilities to other third parties. As a result, our information technology systems, including the
functions of third parties that are involved or have access to those systems, are large and complex, with many
points of entry and access. While all information technology operations are inherently vulnerable to inadvertent
or intentional security breaches, incidents, attacks and exposures, the size, complexity, accessibility and
distributed nature of our information technology systems, and the large amounts of sensitive information stored
on those systems, make such systems potentially vulnerable to unintentional or malicious, internal and external
attacks. Any vulnerabilities can be exploited from inadvertent or intentional actions of our employees, third-
party vendors, lending partners, loan institutional investors, or by malicious third parties. While we
continuously refine our security controls to address the evolving threat landscape, attacks of this nature are
increasing in their frequency, levels of persistence, sophistication and intensity, and are being conducted by
sophisticated and organized groups and individuals with a wide range of motives (including, but not limited to,
industrial espionage) and expertise, including organized criminal groups, “hacktivists,” nation states and others.
These risks may be heightened in connection with the Russia-Ukraine conflict. In addition to the extraction of
sensitive information, such attacks could include the deployment of harmful malware, ransomware, denial-of-
service attacks, social engineering and other means to affect service reliability and threaten the confidentiality,
integrity and availability of information and systems. In addition, the prevalent use of mobile devices increases
the risk of data security incidents. Further, our Digital First working environment could increase the risks of
security breaches and incidents. Significant disruptions of our, our lending partners and third-party vendors’
and/or other business partners’ information technology systems or other security incidents could adversely
affect our business operations and result in the loss, misappropriation, or unauthorized access, use or disclosure
of, or the prevention of access to, sensitive information, which could result in financial, legal, regulatory,
business and reputational harm to us.

Because techniques used to obtain unauthorized access or to sabotage systems change frequently and
generally are not recognized until they are launched against a target, we and our vendors may be unable to
anticipate these techniques or to implement adequate preventative measures. In addition, many governments
have enacted laws requiring companies to notify individuals of data security breaches involving their personal
data. These mandatory disclosures regarding a security breach are costly to implement and often lead to
widespread negative publicity following a breach, which may cause borrowers and potential borrowers to lose
confidence in the effectiveness of our data security measures on our platform. Any security breach or incident,
whether actual or perceived, would harm our reputation and ability to attract new borrowers to our platform.

We also face indirect technology, cybersecurity and operational risks relating to the borrowers, lending
partners, institutional investors, vendors and other third parties with whom we do business or upon whom we
rely on to facilitate or enable our business activities, including vendors, payment processors, and other parties
who have access to confidential information due to our agreements with them. In addition, any security
compromise in our industry, whether actual or perceived, or information technology system disruptions,
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whether from attacks on our technology environment or from computer malware, natural disasters, terrorism,
war and telecommunication and electrical failures, could interrupt our business or operations, harm our
reputation, erode borrower confidence, negatively affect our ability to attract new borrowers, or subject us to
third-party lawsuits, regulatory fines or other action or liability, which could adversely affect our business and
results of operations.

Like other financial services firms, we have been and continue to be the subject of actual or attempted
unauthorized access, mishandling or misuse of information, computer viruses or malware, and cyber-attacks
that could obtain confidential information, destroy data, disrupt or degrade service, sabotage systems or cause
other damage, distributed denial of service attacks, data breaches and other infiltration, exfiltration or other
similar events.

While we regularly monitor data flow inside and outside the company, attackers have become very
sophisticated in the way they conceal access to systems, and we may not be aware that we have been attacked.
Any event that leads to unauthorized access, use or disclosure of personal information or other sensitive
information that we or our vendors maintain, including our own proprietary business information and sensitive
information such as personal information regarding borrowers, loan applicants or employees, could disrupt our
business, harm our reputation, compel us to comply with applicable federal and/or state breach notification laws
and foreign law equivalents, subject us to time consuming, distracting and expensive litigation, regulatory
investigation and oversight, mandatory corrective action, require us to verify the correctness of database
contents, or otherwise subject us to liability under laws, regulations and contractual obligations, including those
that protect the privacy and security of personal information. This could result in increased costs to us and result
in significant legal and financial exposure and/or reputational harm. In addition, any failure or perceived failure
by us or our vendors to comply with our privacy, confidentiality or data security-related legal or other
obligations to our lending partners or other third parties, actual or perceived security breaches, or any security
incidents or other events that result in the unauthorized access, release or transfer of sensitive information,
which could include personally identifiable information, may result in governmental investigations,
enforcement actions, regulatory fines, litigation, or public statements against us by advocacy groups or others,
and could cause our lending partners and other third parties to lose trust in us or we could be subject to claims
by our lending partners and other third parties that we have breached our privacy- or confidentiality-related
obligations, which could harm our business and prospects. Moreover, data security incidents and other
inappropriate access can be difficult to detect, and any delay in identifying them may lead to increased harm of
the type described above. There can be no assurance that our security measures intended to protect our
information technology systems and infrastructure will successfully prevent service interruptions or security
incidents. For example, in April 2020, we were made aware of a software error which allowed access to certain
consumers’ accounts through the Upstart website without providing such consumers’ passwords. As a result,
certain of such consumers’ personal information, such as their name, address and job information (but not full
social security information), could be accessed by a third party. We promptly deployed an update to our
software to address such vulnerability and are conducting an internal investigation. We are not aware of any
information being compromised as a result of this error. We cannot provide any assurance that similar
vulnerabilities will not arise in the future as we continue to expand the features and functionalities of our
platform and introduce new loan products on our platform, and we expect to continue investing substantially to
protect against security vulnerabilities and incidents.

We maintain errors, omissions, and cyber liability insurance policies covering certain security and
privacy damages. However, we cannot be certain that our coverage will continue to be available on
economically reasonable terms or will be available in sufficient amounts to cover one or more large claims, or
that an insurer will not deny coverage as to any future claim, or that any insurer will be adequately covered by
reinsurance or other risk mitigants or that any insurer will offer to renew policies at an affordable rate or offer
such coverage at all in the future. The successful assertion of one or more large claims against us that exceed
available insurance coverage, or the occurrence of changes in our insurance policies, including premium
increases or the imposition of large deductible or co-insurance requirements, could have an adverse effect on
our business, financial condition and results of operations.
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If we are unable to manage the risks related to our loan servicing and collections obligations, our
business, financial condition and results of operations could be adversely affected.

The vast majority of Upstart-powered loans are not secured by any collateral, guaranteed or insured by
any third party or backed by any governmental authority. As a result, we are limited in our ability to collect on
such loans on behalf of our lending partners and institutional investors of our loan funding programs if a
borrower is unwilling or unable to repay them. The ability to collect on the loans is dependent on the borrower’s
continuing financial stability, and consequently, collections can be adversely affected by a number of factors,
including, but not limited to, unemployment, divorce, death, illness, bankruptcy or the economic or social
factors beyond a borrower’s personal circumstances. In addition, the application of various federal and state
laws, including federal and state bankruptcy and insolvency laws, may limit the amount that can be recovered
on these loans. It is possible that a higher percentage of consumers will seek protection under bankruptcy or
debtor relief laws as a result of the current inflationary environment, the possibility of a recession and market
volatility. Federal, state, or other restrictions could impair our ability to collect amounts owed and due on the
loans facilitated through our platform, reduce income received from the loans facilitated through our platform,
or negatively affect our business, financial condition and results of operations.

We began conducting first-party collection activities in the fourth quarter of 2022. We have no prior
experience conducting first-party or in-house collection activities, and we cannot be certain that we will be able
to effectively manage risks associated with such activities. In addition to first-party collection activities, we
partner with third-party collection agencies for loans we service. If such third-party collection agencies do not
perform as expected under our agreements with them or if we or these collection agents act unprofessionally
and otherwise harm the user experience for borrowers of Upstart-powered loans, our brand and reputation could
be harmed and our ability to attract potential borrowers to our platform could be negatively impacted. For
example, during periods of increased delinquencies caused by economic downturns or otherwise, it is important
that we and the collection agents are proactive and consistent in contacting a borrower to bring a delinquent
balance current and ultimately avoid the related loan becoming charged off. If we or the collection agents are
unable to maintain a high quality of service, or fulfill the servicing obligations at all due to resource constraints,
it could result in increased delinquencies and charge-offs on the loans, which could decrease fees payable to us,
cause our lending partners to decrease the volume of Upstart-powered loans kept on their balance sheets, erode
trust in our lending marketplace or increase the costs of our loan funding programs. If we fail to successfully
address any of the foregoing risks associated with our collection activities, our business, financial condition and
results of operations could be adversely affected.

We are the loan servicer for most loans facilitated through our platform, including those loans that are
part of our loan funding programs, such as asset-backed securitization, pass-through certificate transactions and
whole loan sales. Loan servicing is a highly manual process and an intensely regulated activity. Errors in our
servicing activities, or failures to comply with our servicing obligations, could affect our internal and external
reporting of the loans that we service, adversely affect our business and reputation and expose us to liability to
borrowers, bank partners or institutional investors in our loan funding programs. In addition, we charge our loan
holders a fixed percentage servicing fee based on the outstanding balance of loans serviced. If we fail to
efficiently service or collect on such loans and the costs incurred exceed the servicing fee charged, our results of
operations would be adversely affected. Moreover, the laws and regulations governing these activities are
subject to change. If we are unable to comply with such laws and regulations, we could lose one or more of our
licenses or authorizations, become subject to greater scrutiny by regulatory agencies or become subject to
sanctions or litigation, which may have an adverse effect on our ability to perform our servicing obligations or
make our platform available to borrowers in particular states. Any of the foregoing could adversely affect our
business, financial condition and results of operations.

While auto loans issued through our lending platform are secured by collateral, auto loans are
inherently risky, as they are often secured by assets that may be difficult to locate and can depreciate rapidly.
We generally begin the repossession process for auto loans that become 60 days past due. We have engaged a
third-party auto repossession vendor to handle all repossession activity. Following a repossession, if a borrower
fails to redeem their vehicle or reinstate their loan agreement, the repossessed vehicle is sold at an auction and
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the proceeds are applied to the unpaid balance of the loan and related expenses. If the proceeds do not cover the
unpaid balance of the loan and any related expenses, the deficiency would be charged-off. Further, if a vehicle
cannot be located, repossession and sale of the vehicle would not be possible, which could also lead to
delinquencies and charge-offs. A significant number of delinquencies and charge-offs could decrease fees
payable to us, cause our lending partners to decrease the volume of Upstart-powered auto loans kept on their
balance sheets, erode trust in our lending marketplace and increase the costs of our loan funding programs.

Additionally, if such repossession vendors do not perform consistent with agreements entered into with
us, or if vendors act unprofessionally or otherwise harm the user experience for borrowers of Upstart-powered
loans, our brand and reputation could be harmed and our ability to attract potential borrowers to our platform
could be negatively impacted. We may also become subject to regulatory scrutiny and potential litigation based
on the conduct of our repossession vendors.

In connection with our loan funding programs, we make representations and warranties concerning the
loans sold, and if such representations and warranties are not accurate when made, we could be required
to repurchase the applicable loans.

In our loan funding programs, including asset-backed securitizations, pass-through certificate
transactions, warechouse credit facilities and whole loan sales, we make numerous representations and warranties