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

O 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 001-40963
Allbirds, Inc.
(Exact name of registrant as specified in its charter)
Delaware 47-3999983

(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)

730 Montgomery Street

San Francisco, CA 94111
(628) 225-4848

(Address, including zip code, and telephone number, including area code, of registrant’s principal executive offices)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol Name of each exchange on which registered
Class A Common Stock, $0.0001 par value per share BIRD The Nasdaq Global Select Market

Securities registered pursuant to section 12(g) of the Act: None

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

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 O No

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 No O



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 No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a

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.

Large accelerated filer O Accelerated filer

Non-accelerated filer O Smaller reporting company O
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. O

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. O

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

The aggregate market value of voting stock held by non-affiliates of the Registrant on June 30, 2022 (the last business day
of the Registrant’s fiscal second quarter), based on the closing price of $3.93 for shares of the Registrant’s Class A
common stock as reported by the Nasdaq Global Select Market, was approximately $409.8 million.

As of February 28, 2023, the number of shares of the registrant’s Class A common stock outstanding was 97,151,019 and
the number of shares of the registrant’s Class B common stock outstanding was 52,810,751.

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 III of this Annual Report on Form 10-K where indicated. 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.




TABLE OF CONTENTS

Special Note Regarding Forward-Looking Statements
Risk Factors Summary
Part I

Item 1. Business

Item 1A. Risk Factors

Item 1B. Unresolved Staff Comments

Item 2. Properties

Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures

Part 11

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Item 6. [Reserved]
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Item 8. Financial Statements and Supplementary Data
Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosures
Item 9A. Controls and Procedures
Item 9B. Other Information
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections
Part IT1
Item 10. Directors, Executive Officers and Corporate Governance

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Item 13. Certain Relationships and Related Transactions, and Director Independence
Item 14. Principal Accounting Fees and Services
Part IV
Item 15. Exhibits, Financial Statement Schedules
Item 16. Form 10-K Summary
Signatures

Page

36
73
73
74
74

75
76
76
95
96
127
127
127
127

129
129

129
129
129

130
132



[This page intentionally left blank]



SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, which statements involve substantial risk and uncertainties. All statements other than
statements of historical facts contained in this Annual Report on Form 10-K, including, but not limited to, statements
regarding our future results of operations, financial condition, business strategy and plans, efforts related to strategic
transformation plan, sustainability-related efforts, market growth and objectives of management for future operations, are
forward-looking statements. In some cases, you can identify forward-looking statements because they contain words such
as “anticipate,” “believe,” “contemplate,” “continue,” “could,” “estimate, ” 4 plan,” “potential,”

expect,” “intend,” “may,
“predict,” “project,” “should,” “target,” “will,” or “would” or the negative of these words or other similar terms or
expressions.

EEINT3 EEINT3 EEINT3 EEINT3 99 <

You should not rely on forward-looking statements as predictions of future events. We have based the forward-looking
statements contained in this Annual Report on Form 10-K primarily on our current expectations and projections about
future events and trends that we believe may affect our business, financial condition, and results of operations. The
outcome of the events described in these forward-looking statements is subject to risks and uncertainties, including the
factors described in “Part I, Item 1A. Risk Factors” and elsewhere in this Annual Report on Form 10-K. 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 Annual Report on Form 10-K. The results, events, and circumstances reflected in the forward-
looking statements may not be achieved or occur, and actual results, events, or circumstances could differ materially from
those described in the forward-looking statements.

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

The forward-looking statements contained in this Annual Report on Form 10-K 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 Annual
Report on Form 10-K or to reflect new information or the occurrence of unanticipated events, except as required by law.
We may not actually achieve the plans, intentions, or expectations disclosed in or expressed by, and you should not place
undue reliance on, our forward-looking statements. Our forward-looking statements do not reflect the potential impact of
any future acquisitions, mergers, dispositions, joint ventures, or investments.

Additional Information

EEINT3 LEINT3

Unless the context otherwise requires, all references in this Annual Report on Form 10-K to “we,” “us,” “our,” “our
company,” and “Allbirds” refer to Allbirds, Inc. and its subsidiaries. The Allbirds design logo, “Allbirds,” and our other
registered or common law trademarks, service marks, or trade names appearing in this Annual Report on Form 10-K are
the property of Allbirds, Inc. Other trade names, trademarks, and service marks used in this Annual Report on Form 10-K
are the property of their respective owners. Solely for convenience, we have omitted the ® and ™ designations, as
applicable, for the trademarks we name in this Annual Report on Form 10-K.

We announce material information to the public through a variety of means, including filings with the Securities and
Exchange Commission, press releases, public conference calls, our website (allbirds.com), the investor relations section of
our website (ir.allbirds.com), our Instagram account (@allbirds), our Twitter account (@allbirds), our LinkedIn account
(linkedin.com/company/allbirds), our Facebook page (@weareallbirds), and our blog on Medium
(allbirdsblog.medium.com). We use these channels to communicate with investors and the public about our company, our
products, and other matters. Therefore, we encourage investors, the media, and others interested in our company to review
the information we make public in these locations, as such information could be deemed to be material information.



RISK FACTORS SUMMARY

Investing in our Class A common stock involves a high degree of risk because our business is subject to numerous
risks and uncertainties, as more fully described in “Part I, Item 1A. Risk Factors” of this Annual Report on Form 10-K.
Below are some of these risks, any one of which could materially adversely affect our business, financial condition, results
of operations, and prospects:

*+ We may be unable to successfully execute on our strategic plans, simplification initiatives, or our long-term
growth strategy, including efforts to maintain or grow our current revenue and profit levels, reduce our costs or
accurately forecast demand and supply for our products.

*  Our operating results may fluctuate significantly and our past operating results may not be a good indication of
future performance.

*  Economic uncertainty in our key markets may affect consumer purchases of discretionary items, which has
affected and may continue to adversely affect demand for our products.

*  We have a significant amount of long-lived assets, which are assessed for impairment whenever events or changes
in circumstances indicate that their carrying amount may not be recoverable; additionally, we may never realize
the full value of our long-lived assets, causing us to record material impairment charges.

+ If we are unable to maintain and enhance the value and reputation of our brand and/or counter any negative
publicity, we may be unable to sell our products, which would harm our business and could materially adversely
affect our financial condition and results of operations.

*  We have incurred significant net losses since inception and anticipate that we will continue to incur losses for the
foreseeable future.

*  We operate in a highly competitive market and the size and resources of some of our competitors may allow them
to compete more effectively than we can, which could result in a loss of our market share and a decrease in our net
revenue and profitability.

*  Our focus on using sustainable materials and environmentally friendly manufacturing processes and supply chain
practices may increase our cost of revenue and hinder our growth.

« If we fail to attract new customers, retain existing customers, or maintain or increase sales to customers, our
business, financial condition, results of operations, and growth prospects will be harmed.

* Climate change and increased focus by governments, organizations, customers, and investors on sustainability
issues, including those related to climate change and socially responsible activities, may adversely affect our
reputation, business, and financial results.

« If we are unable to anticipate product trends and consumer preferences, or we fail in our technical and materials
innovation to successfully develop and introduce new high-quality products, we may not be able to maintain or
increase our revenue and profits.

*  We utilize a range of marketing, advertising, and other initiatives to increase existing customers’ spend and to
acquire new customers; if the costs of advertising or marketing increase, or if our initiatives fail to achieve their
desired impact, we may be unable to grow the business profitably.

* As a company that operates retail stores, we are subject to various risks, including commercial real estate and
labor and employment risks; additionally, we may be unable to successfully open new store locations in existing
or new geographies in a timely manner, if at all, or successfully implement and expand our retail partnerships,
which could harm our results of operations.

¢ Our business depends on our ability to maintain a strong community of engaged customers and Allgood
Collective Ambassadors, including through the use of social media. We may be unable to maintain and enhance
our brand if we experience negative publicity related to our marketing efforts or use of social media, we fail to



maintain and grow our community of Allgood Collective Ambassadors, or otherwise fail to meet our customers’
expectations.

Our financial results may be adversely affected if substantial investments in businesses and operations, including
in our retail stores, fail to produce expected returns.

We are subject to risks related to our ESG activities and disclosures, and our reputation and brand could be
harmed if we fail to meet our public sustainability targets and goals.

We are subject to risks related to our commitment to certain ESG criteria, which we call the SPO Framework.

Our reliance on suppliers and manufacturers to provide materials for and to produce our products could cause
problems in our supply chain.

Our business is subject to the risk of manufacturer concentration.

Failure of our contractors or our licensees’ contractors to comply with our supplier code of conduct, contractual
obligations, local laws, and other standards could harm our business.

The fluctuating cost of raw materials could increase our cost of revenue and cause our results of operations and
financial condition to suffer.

We may fail to protect our intellectual property rights, our trademark and other proprietary rights may conflict
with the rights of others, and we may not be able to acquire, use, or maintain our marks and domain names, any of
which could harm our brand, business, financial condition, and results of operations.

If the technology-based systems that give our customers the ability to shop with us online do not function
effectively, or we fail to comply with government regulations relating to the internet and eCommerce, our results
of operations, as well as our ability to grow our digital business globally, could be materially adversely affected.

Our international operations expose us to various risks from foreign currency exchange rate fluctuations, tariffs or
global trade wars, trade restrictions, and changing tax laws in the United States and elsewhere, among others.

We are subject to several unique risks as a result of our status as a Delaware public benefit corporation, or PBC,
and certified B Corporation, or B Corp, including that our board of directors’ duty to balance various interests and
our public benefit purpose may result in actions that do not maximize stockholder value.

The dual class structure of our common stock has the effect of concentrating voting control with our co-founders
and co-Chief Executive Officers, Timothy Brown and Joseph Zwillinger, our directors, our principal stockholders,
and their respective affiliates, which limits or precludes the ability of our other stockholders to influence corporate
matters, including the election of directors and the approval of any change of control transaction.

If we are unable to adequately address these and other risks we face, our business may be harmed.



PART1
Item 1. Business

Overview

Allbirds is a global lifestyle brand that innovates with naturally derived materials to make better footwear and apparel
products in a better way, while treading lighter on our planet.

We began our journey in 2015 with three fundamental beliefs about the emerging generation of consumers: first, these
consumers recognize that climate change is an existential threat to the human race; second, these consumers connect their
purchase decisions with their impact on the planet, demanding more from businesses; and third, these consumers do not
want to compromise between looking good, feeling good, and doing good. We became a public benefit corporation, or
PBC, under Delaware law and earned our B Corporation, or B Corp, certification in 2016, codifying how we take into
account the impact our actions have on all of our stakeholders, including the environment, our flock of employees,
communities, consumers, and investors. Our strong brand equity is fueled by our differentiated footwear and apparel
products created by sustainability-driven innovation.

Our Products

Allbirds’ product development engine consists of a fully-integrated team across strategy, sustainability, design,
sourcing, development, and production, both in our U.S. headquarters and within our manufacturing and supply chain
innovation partners, combining to deliver Super Natural Comfort with sustainability at the core and distinctly simple design
and performance comfort in mind.

We offer many different products across our footwear and apparel categories, including lifestyle and performance
products. Each product adheres to our product design principles, creating an evergreen, fad-resistant product that never
goes out of style.

Footwear represents the vast majority of our revenue and is the foundation of our brand. We think of each new style
launch as a franchise where each new design can be leveraged across new materials innovations, colors, partnerships, and
adjacent stylings to create freshness for the brand and our customers. Our core franchises include lifestyle and performance
shoes, such as the Dasher and the Runner.

Our unique technical expertise in footwear and materials research and development is a basis for our apparel offerings,
such as classic tees and sweats, plus basics including socks and underwear.

Materials and Innovation

We have examined every component that goes into our products to ensure we deliver design, comfort, and
performance. Our innovation approach is to leverage materials that are both more sustainable than synthetic alternatives
and also have tangible benefits for our customers, such as comfort, temperature regulation, and odor control. Materials
research and development is led by our Innovation team, with expertise in biomaterials commercialization and polymer
science. Additionally, we collaborate with experts in the fields of biomechanics, polymer development, green chemistry,
biotechnology, and sustainable venture investment to extend the innovation ecosystem. We bring these materials to market
with our Product Development team to ensure that products meet or exceed our customers’ quality and performance
standards before they are ready for commercialization. We have developed distinctive “Hero” materials platforms that
provide the foundation for our product innovation, which include superfine ZQ certified merino wool, tree fibers,
sugarcane, and plant leather.

Marketing Strategy and Brand

Our purpose-driven lifestyle brand inspires consumers to live life in better balance, a goal central to our marketing and
which we believe creates deep affinity and loyalty with our growing base of customers, who associate our brand with
sustainability and high-quality product experiences. As a vertically integrated company that has a direct relationship with
our customers, we couple an organic marketing approach with our vast data ecosystem to construct a well-balanced and
diversified marketing funnel with the goal of consistently driving return on advertising spend.



We are focused on increasing brand awareness and consumer touchpoints through the following marketing initiatives:

*  Spreading our message through word-of-mouth, thought leadership and PR, partnerships, and community.
* Extending our reach and connecting with our customers through digital and performance marketing, social media,

TV and other media, stores as physical brand beacons, and customer experience.
Digitally-Led Vertical Retail

We reach our customers primarily through our digitally-led vertical retail distribution strategy, which combines our
digital offerings with our stores so we can make a strong connection with our customers and meet them where they are,
delivering value and convenience. Our customers live an active and curious lifestyle, care about health and well-being,
prioritize quality over price, frequently purchase products online, live in urban center settings, and appreciate socially
conscious brands. In addition to communicating more effectively with our customers, these insights allow us to meet
customers’ needs through the creation of new products and enhancements to our existing line.

Our digital channel includes our website, which supports seven languages and showcases our product portfolio and our
branded content, including information on our natural materials and sustainability. The seamless online experience from
search to order to fulfillment creates the convenient shopping experience that our customers desire. Our mobile app allows
customers to virtually try on footwear, purchase exclusive product drops, and gain early access to our new product
launches, creating further engagement between our brand and our customer.

As of December 31, 2022, our physical retail channel consists of 58 company-operated stores spread across nine
countries, with the majority in the United States. Although we continue to view retail stores as brand beacons, increasing
brand awareness and site traffic, and enable us to offer cross-platform shopping, we plan to try to optimize our store fleet
and focus on ensuring that our retail stores are efficiently driving customer acquisition..

Technology

We leverage modern technology across physical and digital channels, and as a result, we are able to rely on partners
such as Shopify to more effectively scale. To create our digital customer experience, we leverage a common core set of
application programming interfaces (“APIs”) and tools that enable localization and speed-to-market. We have a
sophisticated data infrastructure and toolset that allows our global teams to make informed decisions across key aspects of
the business. This powers many areas of our business including marketing, customer relationship management, inventory
planning and logistics, and back office functions. Additionally, to protect and secure sensitive data such as customer
information, we employ multi-factor authentication, a suite of security tools, systems monitoring and alerting, audit logs,
and controls across our major systems, corporate devices, and business processes.

Supply Chain and Operations

Our unique combination of sourcing, manufacturing, and distribution capabilities create a foundation from which we
can continue to innovate and scale across the globe. Strong relationships with our suppliers ensure our relatively small
supply chain can make a difference in the drive toward innovation and lighter impact on the environment. Our distribution
network, comprised of nine primary distribution centers across eight countries (the United States, Canada, the United
Kingdom, the Netherlands, China, Japan, South Korea, and New Zealand), puts us close to the customer, allowing us to
reach over 35 countries in a matter of days with quick, reliable service.

*  Responsible sourcing program and small, tight-knight supply chain. Our approach to natural materials innovation
generates high quality inputs and traceability, helping ensure that our supply chain remains aligned with our brand
values. Because of the high standards we promise our consumers, we both partner with certification bodies and do
our own work to ensure our suppliers are meeting standards for quality, ethical practices, and environmental
sustainability.

*  Manufacturing. We have carefully selected a tight group of Tier 1 factories as our partners to help us make world-
class products, helping to develop the technical expertise needed to work with our sustainable materials via an
extensive iteration process. We have established deep long-standing relationships by directly partnering with their
development, commercialization, manufacturing, and quality teams from ideation through production, and have
embedded our employees within some key factories to oversee the product process. Our relationship-based
approach has helped us be nimble and drive flexibility and agility to react to changes in macroeconomic
conditions, customer demand, or internal priorities.



We require that all partners sign our Supplier Code of Conduct, or Supplier Code, which requires that suppliers
operate in full compliance with the laws, rules and regulations of the countries in which they operate. Our Supplier
Code goes further, drawing upon ILO Core Labor Standards, in order to advance social and environmental
responsibility. We also expect supplier factories to undertake an onsite social assessment by an independent, third-
party social assessment firm. These social assessments ensure suppliers meet our minimum expectations with
regards to working conditions as specified in our Supplier Code. In addition to conducting our own audits when
necessary, we sometimes accept audits that use third-party, mutually recognized standards to reduce audit fatigue
at factories and to help ensure safe, lawful, humane, and ethical manufacturing practices.

As of December 31, 2022, our footwear products are primarily manufactured in Korea and Vietnam across four
vendors, with the ability to scale up manufacturing in China as a potential alternative. During 2023, we plan to
fully transition to a new footwear manufacturing partner in Vietnam. Our apparel and other non-footwear products
are primarily manufactured in Vietnam and Peru, with China, the United States, and Guatemala supporting a
smaller subset across six vendors.

*  Logistics and distribution. We prioritize customer experience with distribution centers in all of our key markets to
manage pick, pack, and ship activities, including retail fulfillment and returns management. We rely solely on
third-party logistics providers for these distribution centers, as well as last-mile carriers to distribute finished
products from our warehouse locations to our stores and individual orders directly to consumers. Our U.S.
business is serviced through two locations in Kentucky and California that enable a quick digital click-to-home
while minimizing transportation cost and carbon impact. Our entire supply chain has been carbon neutral since
2019.

Competition

The market in which we primarily operate in is highly competitive. Our competitors include athletic and leisure
footwear companies, and athletic and leisure apparel companies. While this market is highly fragmented, many of our
competitors are larger, with strong worldwide brand recognition, and have substantially greater resources than us. In
addition, access to offshore manufacturing and the growth of digital have made it easier for new companies to enter the
markets in which we compete, further increasing competition in the footwear and apparel industry.

We believe we are well-positioned to compete in this industry given our unique combination of innovative materials
and products, purpose-driven lifestyle brand, deep connection with our community of customers, global vertical retail
distribution offering, and infrastructure ready for scale.

Public Benefit Corporation Status

As a demonstration of our long-term commitment to environmental conservation, our board of directors and
stockholders elected in February 2016 to amend our certificate of incorporation to become a PBC under Delaware law.
Under Delaware law, a PBC is required to identify in its certificate of incorporation the public benefit or benefits it will
promote and its directors have a duty to manage the affairs of the corporation in a manner that balances the pecuniary
interests of the corporation’s stockholders, the best interests of those materially affected by the corporation’s conduct, and
the specific public benefit or public benefits identified in the corporation’s certificate of incorporation. A PBC is also
required to assess its benefit performance internally and to disclose to its stockholders at least biennially a report detailing
the corporation’s success in meeting its public benefit objectives.

As provided in our certificate of incorporation, the public benefit that we promote, and pursuant to which we manage
our company, is environmental conservation.

Certified B Corporation

While not required by Delaware law or our PBC status, we have elected to have our social and environmental
performance, accountability, and transparency assessed against the proprietary criteria established by B Lab, Inc., or B Lab,
an independent non-profit organization. We were first designated as a B Corp in 2016. The term “B Corp” does not refer to
a particular form of legal entity, but instead refers to a company that has been certified as meeting the social and
environmental performance, accountability, and transparency standards set by B Lab.



In order to be designated as a B Corp, companies are required to undertake a comprehensive and objective assessment
of their positive impact on society and the environment. The assessment evaluates how a company’s operations and
business model impacts its workers, customers, suppliers, community, and the environment using a 200-point scale. While
the assessment varies depending on a company’s size (number of employees), sector, and location, representative indicators
in the assessment include payment above a living wage, employee benefits, stakeholder engagement, supporting
underserved suppliers, and environmental benefits from a company’s products or services. After completing the
assessment, B Lab will evaluate the company’s score to determine if it meets the requirements for certification using a
process described on B Lab’s website. Historically, the median score for companies evaluated by B Lab has been 50.9,
compared to our latest recertification score of 89.4 in 2019/2020, which increased from our initial score of 81.9 in 2016
despite the growing size and complexity of our business during those years.

Acceptance as a B Corp and continued certification is at the sole discretion of B Lab. To maintain our certification, we
are required to update our assessment and provide documentation supporting our updated score with B Lab every three
years. Our initial January 2023 deadline to submit our assessment to maintain our status as a B Corp has been extended to
March 2023.

Environmental, Social, and Governance
Environmental

Our intention is to help reverse climate change through better business. We believe that climate change is an
existential threat and the number one issue facing humanity and the global economy. Climate change is a complex issue
that can be summarized simply: the climate is changing because humans are releasing too many greenhouse gasses into the
atmosphere. According to a 2020 McKinsey and Global Fashion Agenda report, the global fashion industry accounted for
approximately 4% of global greenhouse gas emissions in 2018, or 2.1 billion tonnes of carbon dioxide equivalent
emissions, or CO2e, and over 70% of those emissions were related to upstream activities like materials production,
preparation, and processing. The 2015 Paris Agreement set the goal to limit global warming to well below 2° Celsius,
preferably to 1.5° Celsius, compared to pre-industrial levels. Under its current trajectory, the fashion industry is expected to
fall short of meeting the 1.5° Celsius target by 50%, according to a 2020 McKinsey and Global Fashion Agenda report. The
pace of change must accelerate in order for the industry to be compatible with planetary boundaries, and we believe
Allbirds offers a blueprint for how to get there. Our approach to addressing the climate impact of our business is scientific
and data driven—we first measure, then reduce, and finally offset the entirety of our emissions.

Measure

Allbirds measures CO2e produced in making our products and running our business—because you can’t reduce what
you don’t measure. The information we gather not only informs product design and development, but enables us to identify
hotspots in our value chain with the highest emissions and prioritize efforts in areas we can have the most impact.

We use a Life Cycle Assessment, or LCA, methodology to measure the emissions created across the lifetime of our
products, including raw materials production, manufacturing, transportation, product use, and end of life. Our LCA
methodology has been built in partnership with external experts, and unless otherwise specified, has been third-party
verified to meet ISO 14067 standards, the international standard for quantifying, monitoring, reporting, and validating
greenhouse gas emissions.

In 2020, we began labeling each of our products with its carbon footprint. We did this for two reasons: to hold
ourselves accountable to reducing our impact over time, and to help our customers develop a sense for the climate impact
of the things they buy. According to a survey we conducted of 1,300 U.S. customers in 2020, 92% of our customers trust us
to deliver reliable information, tools, and advice around sustainability. We empower people to make better decisions for the
planet by providing them with objective and quantitative information about the impact of the product they’re buying.

Our goal is to inspire other brands to follow suit, so that one day customers can compare carbon footprints of products
just like they compare nutrition labels on food. This would create a productive “race to the top” where brands compete to
have the lowest carbon footprint products. In service of this future, we have published our LCA methodology, detailed
methodology, and our labeling system for anyone to download and implement in their own business, and have specifically
shared these resources with the 15 largest fashion brands to invite them along on our journey. Several large companies
have announced commitments to label products with carbon footprints, and we’re eager for more organizations to do the
same.



Reduce

By using natural, renewable materials in place of petroleum-based synthetics and responsible manufacturing practices,
Allbirds produces footwear today with approximately 45% less emissions than our estimated carbon footprint for a
standard sneaker. If we assume all 24 billion pairs of shoes produced by the industry in 2019 had a 45% lower carbon
footprint relative to our estimate of the carbon footprint of a standard sneaker, the industry would have saved 15698 million
tonnes of CO2e, which is equivalent to taking 33 million cars off the road in the same timeframe. Using our product carbon
footprint methodology, our internal estimates are that we reduced the weighted average carbon footprint of our top 10
products in 2022 by approximately 22%, as compared to 2021. In 2021, we teamed up with adidas to create a pair of
performance running shoes with a carbon footprint of 2.94kg of CO2e—about Y4 the carbon footprint of standard sneakers.

We are able to produce lower-impact products because sustainability is a key design principle woven throughout the
product development process, not an add-on at the end. At the very beginning of the product creation process, we integrate
key sustainability constraints like target carbon footprint and preferred materials composition in addition to standard
practices like establishing target profit margins. Our Sustainability Team also ensures that sustainability is considered at
every key milestone of creating a product. We believe that great products must be sustainable, which does not require a
compromise between looking good, feeling good, and doing good.

To continue to lead the industry, and to build a business that is compatible with less than 1.5° Celsius warming, we
have an ambitious plan to dramatically reduce the per unit carbon footprint for each of our products by 50% by the end of
2025 and by 95% by 2030, in each case, relative to a baseline of what our average carbon emissions would be per unit in
2025 without any further action to limit emissions. Our plan to help reverse climate change has three strategic priorities:
Regenerative Agriculture, Renewable Materials, and Responsible Energy. These initiatives are underpinned by five
foundational areas: Fair Labor, Water, Chemistry, Animal Welfare, and Traceability and Transparency. These priorities
have been defined through a materiality process informed by input from various stakeholder groups including employees,
investors, customers, and suppliers.

Within our three priorities, we have outlined ten measurable commitments that collectively can yield a 50% reduction
in the per unit carbon footprint for each of our products by the end of 2025, relative to what our average carbon emissions
would be per unit in 2025 without any further action to limit emissions. Our strategy is aligned to the United Nations’
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Sustainable Development Goals, including affordable and clean energy, responsible consumption and production, climate
action, and life on land, among others.

Allbirds Flight Plan: 10 Targets Through 2025

REGENERATIVE
AGRICULTURE

Shift farming practices to
draw down carbon

100%

of wool from
regenerative sources

Reduce or sequester

100%

of annual CO_ e
emissions from wool

RENEWABLE
MATERIALS

Replace petroleum-based
materials with natural ones

n O,

75%
sustainably sourced natural
or recycled materials

Reduce carbon footprint
of raw materials by

25%

Reduce raw materials
use by

25%

across footwear & apparel

RESPONSIBLE
ENERGY

Use less and cleaner
fuel and electricity

100%

Renewable energy for “owned
& operated” facilities

100%

Renewable energy for
T1 Manufacturing

Transportation:
Achieve steady state of

>95%

ocean shipping

products

X2 100% 50%

the lifetime of footwear of customers hang-dry
& apparel products machine wash Allbirds
on cold apparel

UNITED NATIONS
SUSTAINABLE
DEVELOPMENT GOALS

13 o 15 2be 125 13 I reommn 12 s

© L CO © ©: & O

We believe that near term goals and progress must be coupled with long term ambition. We have outlined an extension
of our 2025 goals to align with the scientific community’s focus on achieving significant climate progress by 2030. To that
end we established a target to achieve a 95% reduction in our per unit carbon footprint by 2030, relative to a baseline of
what our average carbon emissions would be per unit in 2025 without any further action to limit emissions. This is
equivalent to a 44% reduction (or a 42% reduction excluding product use) in our absolute carbon footprint against a 2020
baseline across Scope 1, 2, and 3 emissions, despite ambitious growth goals for units sold. Our target has been externally
validated as compliant with all the requirements of the Science Based Targets initiative, or SBTi, including a path to a 1.5°
Celsius reduction, and we received formal validation by the SBTi in 2021.

Our sustainability plan is not just better for the planet; it is better for our business. We have conducted a rigorous
feasibility assessment for each of our targets, including the investment required. We have targets to reduce raw materials
use by 25%, relative to a baseline of what our average materials use would be per unit in 2025 without any further action to
limit emissions, and to achieve a steady state of greater than 95% of shipments by ocean freight. We expect that these two
targets would both reduce costs and positively impact gross margin such that we can achieve all of our targets at a cost
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savings to the business. By proactively creating a climate-resilient business, we believe we are well-positioned to profitably
grow and lead a new age of sustainable manufacturing.

Offset

While we’ve been a carbon neutral business through the use of offsets since 2019, our ultimate goal is to reach net zero
carbon emissions across our entire footprint (Scopes 1, 2, and 3) by 2030—meaning on average our products have a carbon
footprint of less than one kg of CO2e, before offsetting the rest. To do that, we are building the cost of carbon emissions
into our business by implementing an internal carbon tax across all of our sourcing and business decisions today. Offsets
are only a credible tool if you also have a robust plan to reduce emissions. We are taking steps, through regenerative
agriculture, materials innovation, and clean energy, to reduce emissions within our direct footprint and within our supply
chain. For those emissions that we are not able to abate today, we have invested in high quality carbon offset projects, and
have purchased renewable electricity, to neutralize our remaining emissions. Allbirds has been a carbon-neutral business on
an annual basis across Scope 1, 2, and 3 emissions since 2019.

We know all carbon offsets are not created equal, so we work with trusted partners to source projects we believe in.
All of our offset projects must be certified to an internationally recognized offset standard such as Gold Standard and
Verified Carbon Standard, and are screened against criteria like permanence, additionality, leakage, and vintage year.
Finally, our calculations and offset purchases are reviewed by Climate Neutral, a non-profit organization of which we are a
founding member that helps brands decrease their emissions, in order to achieve Climate Neutral certification.

Social
People (Our Flock)

Our thriving culture and talented employees, also known as our “flock,” have been a critical factor in our success to
date and will be critical to our success in the future. Further, as a PBC, employees are an important stakeholder in our
business as are the communities that extend beyond our walls.

As of December 31, 2022, we employed over 1,000 ’birds, approximately 75% of whom were located in the United
States. Approximately 20% of our ’birds work in one of our corporate functions, with the remainder working in our retail
stores and customer experience. We also hire seasonal employees in retail and customer experience, primarily during the
peak holiday selling season. None of our employees are represented by a labor union with respect to his or her
employment. In certain countries in which we operate, we are subject to, and comply with, local labor law requirements,
which include works councils and industry-wide collective bargaining agreements. We have not experienced any work
stoppages, and we consider our relations with our employees to be good.

*  Culture and Our Commitment to Diversity, Equity, Inclusion, and Belonging

We are committed to diversity, equity, inclusion, and belonging and believe our success as a company is
dependent upon our ability to integrate tangible, measurable practices to ensure all voices are heard. We have
seven employee resource groups, or ERGs, supporting various communities, including Women, LGBTQ+, AAPI,
Black, Latinx, parents/caregivers, and international inclusion. These ERGs encourage employees to come together
and support our business and each other through programming, education, and community engagement. We track
and measure our diversity, equity, inclusion, and belonging progress and representation quarterly. As of December
31, 2022, people of color and women made up 48% and 50%, respectively, of our U.S. workforce.

*  Global Talent Development and Engagement

We enable the flock to operate at their highest potential by building critical skills and leadership capabilities
across all levels. We train our global retail and customer support teams to deliver incredible customer experiences
and drive sales, while maintaining our vision globally and localizing content through collaborative review
processes.

As Allbirds scales to a global organization, we have implemented critical organizational structures and managerial
capabilities, including building an executive leadership team with deep expertise across retail, consumer, and
eCommerce, and intentionally implementing a structure appropriate for our scale. We conduct bi-annual surveys
to collect feedback and understand employee sentiment and engagement, and host inclusive leadership training
sessions.
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e QOur Response to COVID

Since March 2020, we have been closely monitoring the volatile COVID-19 landscape, with the health and safety
of our flock top of mind. We will continue to prioritize the safety of our flock through the pandemic and are
closely monitoring the situation in every market which we serve. We will temporarily close stores and restrict
operations as necessary, based upon information from local health and government officials.

e Total Rewards

Our total rewards strategy is designed to encourage employees to live our values while helping us to achieve
company sustainability goals. For example, we provide our full-time employees with 16 hours of paid time off
each year specifically for volunteer activities performed during working hours, as well as charitable donation
matching up to $500 per year. Furthermore, our executive compensation for director level and above is explicitly
tied to a target reduction in company-wide emissions.

Our Customers

For too long, the footwear and apparel industry has offered customers a false trade-off between sustainable products
and great products. We offer great products that are also sustainable, and make it easy for our customers to understand the
impact of the products they buy through our carbon footprint labels. In this way, as well as through our generous 30-day
return policy, we believe we empower our customers to make purchasing decisions that make sense to them. We designed
our vertical retail business strategy in order to provide more value to customers and to make our products more accessible,
removing the cost, friction, and barriers of wholesale distribution.

Our Community

A core tenet of our B Corp status is supporting the communities in which we operate. We are always looking for
opportunities to uplift local communities where we are uniquely suited to lend a helping hand. To name a few examples:

*  Allgood Collective. The Allgood Collective is a growing global community of individuals who promote the power
of collective action as a force for good and who act as brand ambassadors for us. As of December 31, 2022, we
had over 200 ambassadors who were part of our Allgood Collective. We offer our social media platforms to
amplify their work and our retail spaces as community hubs.

*  Soles4Souls. Our generous 30-day return policy means that a lot of gently worn shoes get sent back to us. When
shoes are returned to Allbirds, those that can’t go back onto the shelf are donated to Soles4Souls. Soles4Souls
works with partner organizations in developing countries. Since our first sale in 2016, we have donated more than
270,000 pairs of shoes to Soles4Souls.

e Pensole. In 2021, we teamed up with Pensole Academy, a footwear design academy, to launch the Better
Responsible Design Program, an eight week online course that challenges aspiring product designers to redefine
the category of sustainable footwear. At the end of the course, we selected two students for a fully paid internship
at Allbirds.

*  Fam Ist Family Foundation. Starting in 2021, we partnered with Marshawn Lynch, a Bay Area native and former
NFL player, and EARTHseed Farm, a 14-acre solar-powered organic farm in Sonoma County, California, to
promote environmental education and expand access to nature for Bay Area youth. As part of this partnership, we
donated $100,000 to the Fam 1st Family Foundation, an Oakland, California-based nonprofit founded by Mr.
Lynch. The organization is dedicated to empowering underserved youth and fostering a new generation of
innovative thinkers, leaders, and problem solvers.

Governance
In addition to our status as a PBC and certification as a B Corp, we also focus on the following areas of governance:
Oversight and Our Board of Directors

We regularly require that ESG issues are represented at the highest level of decision making (including through a Head
of Sustainability). We have a gender-diverse board of directors, with three out of our eight directors identifying as women.
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Management reports on ESG issues to our board of directors on a quarterly basis. The sustainability, nomination, and
governance committee of our board of directors is responsible for overseeing ESG matters.

Sustainability Advisory Committee

In 2021, we formally established a Sustainability Advisory Committee composed of external and independent third-
party ESG experts. The committee is co-chaired by our Head of Sustainability and aims to advise management on ESG
strategy and reporting.

Dual Class Common Stock Structure

Since the beginning of our history, our founders have been singularly focused on building a sustainable business that
demonstrates profitable growth because it is sustainable. This is also true for the stockholders who have partnered with us
since the early stages of our journey. We have prioritized protecting the ability of our founders and our early financial
partners to continue driving toward that vision by implementing a dual class common stock structure that is designed to
allow for a thoughtful calibration of long-term objectives with short-term demands.

ESG Reporting

In accordance with our PBC status, we report to stockholders, on at least a biennial basis, an assessment of our
progress towards our stated public benefit of environmental conservation and general PBC objectives. We have worked
with external experts to align our ESG reporting with the Sustainability Accounting Standards Board (“SASB”) and Task
Force on Climate-Related Financial Disclosure (“TCFD”) frameworks, which are included below in the sections titled
“Sustainability Accounting Standards Board Disclosures” and “The Task Force on Climate-Related Financial Disclosures”.

Topics included in the aforementioned sections reflect a materiality assessment conducted in late 2020. “Materiality”
as applied to our ESG disclosures is a broader concept than “materiality” used for purposes of our compliance with SEC
disclosure obligations, and includes assessments of impacts on communities, the environment, and stakeholders, such as
employees, customers, and suppliers, in addition to impacts on the Company’s business, operations, or financial condition.
The discussion of topics in connection with our SASB and TCFD disclosures in this report or in our other ESG disclosures,
should not be read as implying that such topics are “material” in the context of the U.S. federal securities laws, Delaware
General Corporation Law, or any other regulatory framework, even where we use words such as “material” or
“materiality.”

SPO Framework

The SPO framework' laid out in our final prospectus filed with the SEC on November 4, 2021 pursuant to Rule
424(b)(4) is a set of ESG criteria that we call the Sustainability Principles and Objectives Framework, or the SPO
Framework. The SPO Framework is designed to ensure that Allbirds takes into consideration positive ESG outcomes, as
well as the need to mitigate negative ESG factors, and is committed to meeting a high standard of ESG criteria across its
business.

We believe that stakeholders will benefit from knowing that we have been assessed by one or more independent third
parties as having satisfied objective, clearly defined ESG criteria and that we are committed to meeting high ESG standards
across our business. We also believe we are leading by example through our commitment to establishing a rigorous,
objective, and clearly defined SPO Framework and holding ourselves accountable to meeting those criteria. Finally, we
believe the establishment and public disclosure of our SPO Framework will help investors better understand and assess our
commitment to sustainability and positive outcomes for all stakeholders.

" The Sustainability Principles and Objectives Framework, or the SPO Framework, is a new and untested framework, which was not developed solely by
disinterested third parties but rather was developed with input from Allbirds and other partners. There is no basis for investors to, or track record by which
investors can, assess the impact of the SPO Framework on our operations, financial condition, and the market price of our Class A common stock. The
SPO Framework was created in conjunction with, and supported by, an Advisory Council coordinated by BSR, a global non-profit business network
focused on sustainability, and consisting of two individuals employed by Allbirds, two individuals employed by one of our stockholders, Baillie Gifford,
which is a beneficial owner of less than two percent of our outstanding shares of capital stock, and several cross-sector thought-leaders, market
participants, and stakeholders from the private and public sectors.
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In November 2022, we published an update of our progress against the SPO Framework on our investor relations
website.

Sustainalytics ESG Risk Rating

We believe it is important to seek external evaluation of the work we are doing to validate progress and identify areas
for improvement. In a world where climate change is an existential threat, supply chains are increasingly complex, and
human capital management is more important than ever, it is important for Allbirds to analyze and manage ESG risks to
our business. In 2021, we engaged Sustainalytics, a globally recognized independent ESG assessment provider, to perform
a broad-based Corporate ESG Assessment of Allbirds covering seven distinct ESG categories, including Human Capital,
Supply Chain, Resource Use, Emission & Waste, and Corporate Governance. Sustainalytics assessed us as having an
overall indicative Corporate ESG Assessment score of 14.7, which places Allbirds in the “low risk” category as of August
2021. Our indicative score would place us in both the top 10% of Footwear companies assessed by Sustainalytics and in the
top 10% of all companies assessed by Sustainalytics.

Sustainability Accounting Standards Disclosures

The mission of the Sustainability Accounting Standards Board, or SASB, is to develop sustainability metrics for public
corporations to disclose material, decision-useful information to investors. Our disclosures are designed to provide
comparable and consistent data. We have included metrics from the SASB’s Consumer Goods Sector — Apparel,
Accessories and Footwear industry standard and Consumer Goods Sector — ECommerce industry standard that are relevant
to our business below. Although we include all the disclosures for the SASB Apparel, Accessories, and Footwear industry
standard, our primary standard, in the tables below, we do not currently satisfy all of the requirements for that standard. In
addition, we have included select disclosures from the SASB eCommerce industry standard in the tables below that we
believe are relevant for our business. We will continue to build out our disclosures in alignment with these standards over
time.

Environmental
Description of Disclosure 2022 Response SASB Standard
Raw Materials Sourcing

Management Approach
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Environmental

Description of Disclosure 2022 Response SASB Standard

(1) List of priority raw materials; for | In 2022, the top raw materials in our products, by weight, | CG-AA-440a.3

each priority raw material: (2) were wool, TENCEL™ Lyocell (tree-based fiber), natural

environmental and/or social factor(s) |rubber, recycled polyester, and SweetFoam®, our midsole

most likely to threaten sourcing, (3) blend that is made with ethylene-vinyl acetate, or EVA,

discussion on business risks and/or and sugarcane-based Green EVA.

opportunities associated with

environmental and/or social factors, Allbirds relies on stringent material certifications to be

and (4) management strategy for sure we are buying high quality, natural materials. We

addressing business risks and work to trace our primary natural materials all the way

opportunities. back to the source, and certifications are an important part
of ensuring that responsible practices are in place
throughout our supply chain.
In 2022, our main raw material certifications were ZQ for
Wool and FSC for Tree-based products (TENCEL™
Lyocell, natural rubber, packaging). As we incorporate
more natural materials into our products, we will continue
to seek out the most stringent certifications available.
Our 2025 Flight Plan goals include continuing to replace
petroleum-based materials with natural ones such that
75% of our materials are sustainably sourced natural or
recycled, reducing the carbon footprint of key raw
materials by 25%, and reducing raw material use by 25%
across footwear & apparel products.
We calculate the carbon footprint of each of our products
including emissions from materials, manufacturing,
transportation, product use, and end of life using our LCA
tool. We have published detailed information about our
LCA tool on our website.

Third Party Environmental and Social Standards

Quantitative Metrics

(1) Amount of priority raw materials | Wool: CG-AA-440a.4

purchased, by material, and (2) amount
of each priority raw material that is
certified to a third-party environmental
and/or social standard, by standard.

e Amount purchased (MT): 110
e Certification: ZQ
*  Amount certified (MT): 110

TENCEL Lyocell:
*  Amount purchased (MT): 138
e Certification: FSC
¢ Amount certified (MT): 138

Natural Rubber:
*  Amount purchased (MT): 77
*  Certification: FSC
*  Amount certified (MT): 77

Green EVA (SVT-2145 & SVT-2180):
e Amount purchased (MT): 363
e Certification: Bonsucro
*  Amount certified (MT): 363

Energy Use

Quantitative Metrics
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Environmental

facilities and (2) supplier facilities
beyond Tier 1 that have completed the
Sustainable Apparel Coalition’s Higg
Facility Environmental Module (Higg
FEM) assessment or an equivalent
environmental data assessment

complete the 2021 Higg FEM. This represents 73% of our
Tier 1 suppliers by factory count. We do not yet track the
completion of the Higg FEM beyond our Tier 1 suppliers,
but our goal is to achieve 100% Higg FEM completion
from Tier 1 and strategic Tier 2 suppliers by the end of
2025.

Description of Disclosure 2022 Response SASB Standard
The total amount of energy consumed | The total energy consumed in 2022 was 20,115 GJ.2 CG-EC-130a.1
as an aggregate figure, in gigajoules
(G))
The percentage of energy consumed 0f20,115 GJ of energy consumed in 2022, 56% was
that was supplied from grid electricity |supplied from grid electricity. We do not have onsite
generation.
The percentage of energy consumed 0f 20,115 GJ of energy consumed in 2022, 46% was from
that is renewable energy renewable sources.
Environmental Impacts in the Supply Chain
Quantitative Metrics
Percentage of (1) Tier 1 supplier 100% of our Tier 1 supplier facilities are in compliance CG-AA-430a.1
facilities and (2) supplier facilities with wastewater discharge permits and/or contractual
beyond Tier 1 in compliance with agreements.
wastewater discharge permits and/or
contractual agreement To date, we have focused on increasing the number of our
Tier 1 and Tier 2 suppliers to complete the Higg FEM
assessment, which includes a module on wastewater
discharge. We are currently defining the parameters of our
wastewater quality program in alignment with Sustainable
Apparel Coalition and Zero Discharge of Hazardous
Chemicals guidelines and have set a goal to reach 100%
compliance with wastewater discharge requirements from
our Tier 1 suppliers and Tier 2 fabric mills and dyehouses
by the end of 2025.
We prioritize selection of more sustainable alternatives for
water proofing and textile dyeing that minimize the
impact of wastewater discharge whenever possible.
Description of water withdrawal, water | As part of our 2025 goals, we will need to measure water |CG-EC-130a.2
risks, and water withdrawn or consumption at Tier 1 and strategic Tier 2 suppliers, audit
consumed in locations of high water how our current supply chain impacts water scarce
stress regions, and work with suppliers to identify conservation
opportunities and set goals to reduce water consumption.
Percentage of (1) Tier 1 supplier In 2022, 95% of our Tier 1 suppliers, by volume, will CG-AA-430a.2

Product Packaging & Distribution

Management Approach

2 Represents total energy consumed in retail stores and offices (which contributes to Scope 1 and 2 emissions); excludes energy consumed in warehouses

(which contributes to Scope 3 emissions).

3 Represents total electricity consumed in retail stores and offices (which contributes to Scope 2 emissions); excludes electricity consumed in warehouses
(which contributes to Scope 3 emissions). Represents total electricity other than onsite generation, as we do not currently generate electricity onsite.
4 Represents total renewable electricity consumed in retail stores and offices; includes, but is not limited to, utility renewable programs and purchased

renewable energy credits, or RECs.
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Environmental

Description of Disclosure 2022 Response SASB Standard
Strategies to reduce the environmental | We strive to minimize packaging and source packaging CG-EC-410a.2
impact of fulfillment and delivery of | materials with the lowest environmental impact possible,
products, including impacts associated |while meeting functional requirements and delivering a
with packaging materials and those best-in-class customer experience. We prioritize
associated with product transportation | packaging that is made from traceable recycled materials
including logistics selection, packaging |that can be recycled at end of life. Practically, this means
choices, fuel and vehicle choices, route |using FSC-certified recycled cardboard, printing with soy-
efficiency, etc. based inks, limiting adhesives to enable recycling, and

avoiding single-use polybags or bioplastics. During 2022,
100% of our packaging was made from recycled/
renewable materials and 100% of our packaging was
recyclable, renewable, or compostable, by weight.
Moreover, we prioritize ocean transportation whenever
possible. In 2022, we achieved 96% ocean shipping for
inbound shipments by weight. Our goal is to achieve a
steady state of over 95% ocean shipping by the end of
2025.
Quantitative Metrics
The tank-to-wheels greenhouse gas, or | We are currently in the process of a third-party CG-EC-410a.1
GHG, footprint, in metric tons of CO2- | verification for our 2022 Scope 1, 2, and 3 emissions and
e, associated with outbound shipment | we plan to disclose the tank-to-wheels GHG footprint
of products associated with outbound shipment of products emissions
once the verification is complete.
2021 scope 3.9 (downstream transportation &
distribution) emissions: 4,695 tonnes CO2e
Data Center Design/ Selection
Environmental considerations We currently outsource all of our data center needs and CG-EC-130a.3

integrated into siting, design,
construction, refurbishment, and
operational specifications for data
centers

have no physical services (including no racks). We
primarily rely on SaaS providers, which allow for
resiliency if one data center we use has an interruption of
service for any reason.

Social

Description of Disclosure

2022 Response

SASB Standard

Raw Materials Sourcing and Third Party Environmental and Social Standards

The social impacts are addressed in the raw materials sourcing and third party environmental and social standard
disclosures discussed above in the environment section of the table.

Processes to maintain compliance with restricted substances regulations
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Social

Description of Disclosure

2022 Response

SASB Standard

Processes used to verify that products
are in compliance with restricted
substances regulations

We launched an updated Restricted Substances List
(“RSL”) Program and RSL Brand Manual in 2022,
detailing processes used to verify products are in
compliance with restricted substances regulations. All
suppliers formally acknowledge our RSL and prohibited
chemicals list and we test materials/components against
the RSL seasonally, according to a risk matrix.

Vendors are required to avoid chemicals listed in the
AFIRM RSL and our RSL Brand Manual. Each season,
our Sustainability team compiles a list of components and
materials for all products. Our Sustainability team uses a
risk matrix to determine which components and materials
are considered to be “High Risk” for RSL testing. Our
nominated testing lab tests all components and materials
according to the AFIRM RSL Testing Matrix. Testing
marked as “Higher Risk” on the AFIRM RSL Testing
Matrix is required. Additional testing may be required by
us on a case-by-case basis.

CG-AA-250a.1

Processes to assess and manage risks and/or hazards associated with chemicals in products

Process to manage risks and/or hazards
associated with chemicals in products

In addition to the above, we require that our Tier 1
suppliers complete the Higg FEM, which includes a
module on chemicals management. Progress on the
percentage of suppliers completing the Higg FEM is
referenced in CG-AA-430a.2. Additionally, we require
that all of our apparel and footwear products undergo GB
18401-2010 testing, covering chemicals, performance,
and correct product labeling.

CG-AA-250a.2

Labor Conditions in the Supply Chain

Management Approach

Standards to which labor code of
conduct compliance is measured

We are committed to ensuring that working conditions in
our supply chain are safe, that workers are treated with
respect and dignity, and that manufacturing processes are
environmentally responsible. We require our suppliers to
implement our Supplier Code of Conduct, which includes,
but is not limited to, Occupational Health and Safety,
Freely Chosen Employment, No Child Labor, Harassment
or Abuse, No Discrimination, Freedom of Association,
Working Hours, Wages and Benefits, Environmental
Practices, and Animal Welfare. Allbirds adheres to
recognized standards built from local law and internally
accepted norms, including guidance from the International
Labor Organization, to help ensure safe, lawful, humane,
and ethical manufacturing practices.

CG-AA-430b.1

Publicly available policy ensuring
freedom of association and the right to
collective bargaining

Our Supplier Code of Conduct stipulates that suppliers
shall recognize and respect the right of workers to form
and join trade unions and other worker organizations and
participate in collective bargaining without fear of
harassment, interference, or retaliation. Suppliers shall
also develop effective, respectful, and transparent
grievance mechanisms to resolve disputes and complaints,
and ensure effective communication between employees,
employee representatives, and management.
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Social

Description of Disclosure

2022 Response

SASB Standard

Measures to ensure freedom of
association and facilitate collective
bargaining (i.e., communication of
rights, grievance procedures)

Our initiatives include ensuring workers in our supply
chain have channels to voice concerns, suggestions, or
advocate for their rights through Worker Voice programs.
Our goal is for 100% of our Tier 1 factory workers to
have access to Worker Voice programs by the end of
2025.

Our grievance procedures for employees in our flock
include formalized feedback and complaint mechanisms
beyond direct reporting lines (including reporting directly
to Employee Experience, Legal or anonymously through a
whistleblower hotline) to address concerns and improve
our company practices.
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Social

Description of Disclosure

2022 Response

SASB Standard

Additional context around supply chain
auditing, including Audit
methodologies and criteria (e.g.,
management system investigation,
worker interviews, management
interviews, document review, visual
observations), efforts to increase
transparency, etc.

We only source from a select number of Tier 1 suppliers
that commit to protecting the rights of workers and the
environment by signing our Supplier Code of Conduct.
We also expect full transparency of our partners’ own
supply chains and sub-suppliers.

Before a factory is approved to produce for Allbirds, it
must pass a social and environmental audit as part of its
evaluation. To assess factories’ compliance with our
Responsible Sourcing expectations, we use independent,
third-party, expert auditors. These audits, which may or
may not be announced, include confidential worker
interviews, review of documentation and records, and
visual inspection of safety conditions. Audits are
conducted against international labor standards and local
law. Where there are discrepancies between the two, the
more stringent requirement will be applied. Audit cadence
is determined based on risk level from identified in
previous audits.

In the middle of 2021, we updated our audit scoring
system so that we could better track factory performance
to enable future reporting. Audits are scored and factories
are rated as Green (Low Risk), Yellow (Medium Risk),
Red (High Risk), or ZT (Zero Tolerance), based on the
highest risk level of non-compliance found in the audit. A
passing audit is either Green or Yellow. Factories rated as
Red or ZT after the initial audit will not be approved.

We believe in continuous improvement and will partner
with the factory to develop a Corrective Action plan,
based on the audit findings. We require our suppliers to
follow-up and improve upon any identified deficiencies in
a realistic but timely manner, emphasizing root-cause-
analysis and effective management to ensure long-term
performance and accountability.

Whenever Allbirds starts working with a new factory, the
factory will undergo the Allbirds Responsible Sourcing
Audit. Once a compliance level is established, we will
accept mutual recognition programs in order to reduce
audit fatigue and collaborate with other brands.

CG-AA-430b.2

Quantitative Metrics

Percentage of (1) Tier 1 supplier
facilities and (2) supplier facilities
beyond Tier 1 that have been audited to
a labor code of conduct, (3) percentage
of total audits conducted by a third-
party auditor

As of December 31, 2022, 100% of Tier 1 supplier
facilities, by facility count, had social audits completed by
a third-party in the previous 12 months. 100% of these
audits were conducted by a third-party auditor. We are not
yet able to report on labor code of conduct audits for
suppliers beyond Tier 1, but plan to expand our audit
program to all strategic Tier 2 suppliers by the end of
2025.

CG-AA-430b.1
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Social

Description of Disclosure 2022 Response SASB Standard
Priority non-conformance rate and In 2022, one out of our eleven Tier 1 factories was rated | CG-AA-430b.2
associated corrective action rate for as 'Red / High Risk' due to the risk level of non-
suppliers’ labor code of conduct audits |conformance as detailed in the Allbirds Responsible

Sourcing Manual. The finding was related to inconsistent
records found during an audit. There were zero factories
that were 'Zero Tolerance' (the highest severity non-
conformance).
Supply Chain Labor, Environment, Health & Safety Risks
Management Approach
The three labor conditions issues and | Based on the materiality assessment we conducted in late | CG-AA-430b.3

the three environmental health and
safety issues that pose the greatest
potential risk in Allbirds’ supply chain

2020, the following topics were deemed to be ESG
priorities to manage across the business, including in our
supply chain.

Labor Conditions Issues:
*  Human rights
*  Diversity & social inclusion
*  Economic inclusion & wage systems

Environmental Health and Safety Issues:
*  GHG emissions and energy management
e Materials sourcing (includes health and safety
aspects as well as environmental factors)
*  Materials waste

Health and Safety

Management Approach

Health and safety policy and
management system, and coverage of
programs, employee training, data
compilation, emergency response, and
audits

We have policies and procedures in place to address the
health, safety, and wellness of our employees, including
applicable occupational health and safety principles. The
company has a Retail Health & Safety Task Force
comprised of cross functional leaders that meets weekly to
discuss and share workplace health and safety matters and
developments. Moreover, we conduct quarterly
operational audits within retail stores to ensure that
working areas are safe.

Our Supplier Code of Conduct outlines Allbirds’
occupational health and safety requirements for suppliers
within our supply chain. Specifically, we require our
suppliers to provide their employees with a safe and
healthy working environment to prevent accidents and
injury to health arising out of, linked with, or occurring in
the course of work or because of the operation of the
supplier. Suppliers are expected to regularly assess the
workplace for hazards and implement appropriate safety
systems, controls, and training.

Employee Recruitment, Retention, Inclusion and Performance

Inclusion

Management Approach
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Social

Description of Disclosure

2022 Response

SASB Standard

Policies and practices to foster an
inclusive and diverse culture

Our commitment to building and cultivating a culture that
incorporates diversity, equity, inclusion, and belonging
has never been stronger. We intentionally seek diversity in
race, gender, background, cultures, socioeconomic status,
age, and sexual orientation. We track and measure our
diversity and representation quarterly.

We conduct and have committed to conducting annual
reviews of pay equity. Our 2022 pay equity review, which
considered job level, performance, and experience across
gender globally and ethnicity in the U.S., did not find
statistically significant pay differences across gender or
ethnicity.

CG-EC-330a.3

Quantitative Metrics

Gender representation for all
employees and racial/ethnic group
representation for its U.S. employees
by employee category.

Ethnic group representation by employee category as of
December 31, 2022 (United States only):

Management
¢ 59% White
¢ 8% Black or African American
*  11% Hispanic or Latino
e 16% Asian
¢ 0% Native Hawaiian or Other Pacific Islander
(no data)

¢ 6% Two or more races
Technical Staff
e 61% White

* 7% Hispanic or Latino
e 25% Asian
e 7% Two or more races
All Other Flock Employees
e 52% White
e 11% Black or African American
*  17% Hispanic or Latino
e 14% Asian
¢ <1% Native Hawaiian or Other Pacific Islander
e 6% Two or more races

Gender representation by employee category:

Management
¢« Female: 43%
e Male: 57%
Technical Staff
¢ Female: 11%
e« Male: 89%
All Other Flock Employees
¢ Female: 48%
¢ Male: 52%

Employee categorizations are based on SASB and EEO-1
guidance.

CG-EC-330a.3.
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Social

Description of Disclosure 2022 Response SASB Standard
Employee Engagement
Management Approach
Source of the survey, methodology In 2022, we ran our annual engagement survey using an | CG-EC-330a.1
used to calculate the percentage, and a | employee engagement and performance management
summary of questions or statements software. The survey covered key indicators of employee
included in the survey or study (e.g., engagement such as performance drive, career growth,
those related to goal setting, support to | culture of feedback, work environment/culture health,
achieve goals, training and performance management, leadership, and direct
development, work processes, and managers. All 30 survey questions were translated into
commitment to the organization) local languages to accurately capture the sentiments of our
global team. The overall response was favorable.
Quantitative Metrics
Employee engagement as a percentage |In May 2022, Allbirds conducted an engagement survey | CG-EC-330a.1
of all global employees. Of all employees surveyed across
different locations, 76% submitted a response. 75% of
respondents reported favorable employee engagement.
Turnover
Quantitative Metrics
Turnover as a percentage, including Our overall turnover rate in 2022 was 71%. CG-EC-330a.2

voluntary and involuntary departures

Approximately 93% of turnover in 2022 was voluntary,
and 7% was involuntary.

Work life balance

Management Approach

Options of workplace flexibility and
working time reduction to support work
life balance

Our Flexible Time Off Policy provides U.S. corporate,
full-time employees in our flock with the ability to take as
much time off as they need to reach their performance
targets and achieve their goals for work-life balance.
Outside of the United States, time off policies vary by
country and depend on a variety of factors, including
market practice and statutory benefits. Globally, our time-
off policies are around or above market.
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Social

Description of Disclosure

2022 Response

SASB Standard

Pay and Benefits

Management Approach

Discussion of salaries above minimum
wage or a living wage that allows

workers and their families to maintain a

safe, decent standard of living
(minimum resources for physical well-
being plus healthcare, utilities,
transportation, education and small
savings) and extent the company
provides relevant healthcare benefits
(e.g., financial contributions or
company-paid medical facilities/
services)

In the United States, our benefits include health and
wellness, paid time off, competitive pay, career growth
opportunities, paid volunteer time, product discounts, and
a culture of recognition. Specific health and safety
benefits for U.S. employees include employer-sponsored
health insurance, dental insurance, vision care insurance,
flexible spending accounts, and commuter benefits. We
also offer wellness and technology reimbursements.
Outside of the United States, benefits vary by country and
depend on a variety of factors, including market practice
and statutory benefits.

Globally, we offer compensation that is competitive and
linked to the skills, knowledge, and experience required in
each position. We have also banned the practice of
inquiring about salary history in the interview process, in
line with local laws.

We are committed to establishing and implementing a
living wage requirement for all direct employees globally
within 24 months of our initial public offering in
November 2021 (i.e., by November 2023), using a
credible third-party framework.

Extent the company provides relevant
retirement benefits

All permanent employees (including full-time and part-
time) in the U.S. are eligible to participate in our 401(k)
plan. We provide for employee pre-tax deferral
contributions and after-tax Roth contributions and also
provide a match on 100% of the first three percent of
employee contributions and 50% on the next two percent,
to a maximum match of four percent. All U.S. employees
are also eligible for financial wellness benefits through
Origin where they can speak with certified financial
planners about retirement planning. We also provide life
insurance to all regular full-time employees in the United
States.

Training & Development

Management Approach

Description of training programs to
develop staff and enable personal and
professional growth

We have the following training and career development
initiatives in place:
*  Formal onboarding process for new flock
members
*  Ongoing training on core job responsibilities
*  Manager training for all people managers
*  Executive coaching for senior leaders
*  Internal promotion of eligible employees
*  Employees in the flock are able to make lateral
moves or change career direction or pace when
possible

Quantitative Metrics
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Social

Description of Disclosure 2022 Response SASB Standard
Disclosure of average training time/ In 2022, the average training time was 19 hours for
expenses per employee by employee individual contributors, 30 hours for line managers, 30
category hours for directors, and 45 hours of training and coaching

for senior leaders.

Technical Employees who are Visa Holders

Quantitative Metrics

Percentage of technical employees that | We believe this is immaterial to our business as it reflects |CG-EC-330a.4
held valid H-1B visas as of the close of |less than 5% of our total workforce.
the reporting period.
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Governance

Description of Disclosure

2022 Response

SASB Standard

Good Governance Practices

Management Approach

Overview of our corporate governance
policies and procedures, including how
we assess and manage ESG risks and
opportunities, engage with external
stakeholders on ESG topics, and link
remuneration with ESG performance.

Public Benefit Corporation Status

Because we are a PBC under Delaware law, our board of
directors must manage our business and affairs in a
manner that balances the pecuniary interest of our
stockholders, the best interest of those materially affected
by our conduct, and the specific public benefit of
environmental conservation that is identified in our
certificate of incorporation. As a result, in operating our
business we are required to consider environmental
conservation and the well-being of our flock and other
stakeholders affected by our conduct alongside the
financial interests of our stockholders. We are also
obligated to report to our stockholders every two years on
our progress as a PBC. In 2022, we published our 2021
Flight Status Report on our website, making it available to
all stakeholders.

Certified B Corp Status

In addition to our PBC status, we have also achieved B
Corp certification since 2016. Every three years, we must
recertify through a process and set of expectations that
have become more rigorous over time. According to B
Lab, the median score of all businesses that have
completed the B Impact Assessment is 50.9; our latest
recertification score was 89.4 in 2019, up from our initial
(2016) score of 81.9. We will undergo the recertification
process in 2023.

Executive Compensation

Management and employees at or above the Director level
are incentivized, in part, through our bonus program,
where bonuses are linked to sustainability outcomes,
including specific metrics related to carbon reduction
targets.

Oversight and our Board of Directors

We regularly require that ESG issues are represented at
the highest level of decision making (including through
our Head of Sustainability). Management reports on ESG
issues to our board of directors on a quarterly basis. The
Sustainability, Nomination, and Governance Committee
of our board of directors is responsible for overseeing
ESG matters. We have a gender diverse board, with three
out of eight of our directors identifying as women.

Sustainability Advisory Committee

In 2021, we developed an external Sustainability
Advisory Committee to provide an additional review of
our sustainability strategy, progress, and insights into
potential business risks and opportunities.
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Data Privacy

Management Approach

User Privacy

Our Privacy Policy is available on our website and
governs our treatment of customer data. It outlines the
types of personal information we collect, how we use and
share the information, users’ right to opt-out of certain
uses and disclosures of personal information, and the
measures we take to protect information security.

Multiple points of contact are provided through which
customers may initiate inquiries and raise concerns to us
regarding our collection, sharing, and use of their personal
data.

Our privacy policies and practices are designed to align
with the laws in the jurisdictions where we operate,
including the European Union (e.g., the General Data
Protection Regulation) and the United States (e.g., the
California Consumer Privacy Act), among others. We
continue to monitor emerging regulations in this area and
enhance our capabilities for data governance and
management as appropriate. Our VP, Legal is responsible
for monitoring conformance with our data privacy policy
and for reviewing and updating the policy as needed.

CG-EC-220a.2

Data Security

Management Approach

Data security risks & data breaches

Data security is built into our company’s technology
strategy since first launching our e-commerce site. We
focus on a 360-degree approach designed to mitigate risks
of data loss and protect ourselves against damages to our
reputation. We utilize a wide range of tools as part of our
cybersecurity program. Some examples include:

e Least Privilege Principle: We limit access to
company resources based on user roles and real-
time access needs.

*  End User training: We require security training
for all new employees as well as run frequent
phishing simulations and additional training for
those at high risk.

* Internal Audits: We regularly review all security
programs, policies, and audit for any controls
that need to be re-evaluated.

Our Chief Technology Officer and IT team provide
regular presentations to the Audit Committee. No material
breaches occurred in 2022.

CG-EC-230a.1
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Customer Education

Management Approach

Discussion of measures that have been
implemented to increase customer
awareness on sustainability impacts of
products during their life cycle and to
help customers reduce the
environmental footprint of products

We understand the value customers place on authenticity
and transparency, and since our inception, have run
extensive campaigns to educate consumers about the
sustainability impacts of footwear and apparel in general,
and how we are working to address those impacts through
our manufacturing processes and our products themselves.
We share information on the social and environmental
attributes of our products in our stores, in our social media
channels, on our website, and in our sustainability reports.
Examples of Allbirds marketing campaigns with a
sustainability focus include labeling all products with their
carbon footprint and freethefootprint.com.

In 2020, we began labelling all of our products with their
carbon footprint. We did this for two reasons: to hold
ourselves accountable to reducing our impact over time
and to help our customers make informed purchasing
decisions with climate impacts in mind. Providing a
product’s planetary cost front and center empowers people
to make intentional choices.

According to a survey we conducted of 1,300 U.S.
customers in 2020, 92% of our customers trust us to
deliver reliable information, tools, and advice around
sustainability.

CG-EC-230a.2

SASB Activity Metrics

Number of shipments Our global e-commerce shipments in 2022 were CG-EC-000.C
approximately 3.8 million.’

Entity-defined measure of user activity |In 2022, we fulfilled approximately 2.7 million orders CG-EC-000.A
globally.

Data processing capacity, percentage 100% of our data processing is outsourced.’ CG-EC-000.B

outsourced

Number of (1) Tier 1 suppliers and (2) |1) We had 11 Tier 1 suppliers in 2022. CG-AA-000.A

suppliers beyond Tier 1

2) We had 320 suppliers beyond Tier 1 in 2022.”

The Task Force on Climate-Related Financial Disclosures

The Financial Stability Board established the Task Force on Climate-Related Financial Disclosures, or TCFD, which is
committed to market transparency and stability, to develop recommendations for more effective climate-related
disclosures. Allbirds supports the mission of the TCFD to improve and increase reporting of climate-related financial
information. We believe our initial TCFD climate-related financial disclosures align with the TCFD recommendations, and
we intend to continue to refine our strategy and reporting in this framework going forward. In the table below, we look at
existing governance structures and strategy that fit within the TCFD framework, what was done in the year ended
December 31, 2022, and indicate our aspirations for the future to make this disclosure more robust. TCFD provides a
framework with four thematic areas—Governance, Strategy, Risk Management, and Metrics and Targets—and 11

recommended disclosures. The following table provides information intended to address each recommendation.

5 We define number of shipments as number of global E-commerce shipments to customers; excludes returns and shipments to retail stores.
® Due to our engagement with cloud computing, data analytics, and digital platforms.
7 “Tier 17 refers to the primary production facility to which an Allbirds purchase order is issued.
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Description of Disclosure Notes and Location

Governance: Disclose the organization’s governance around climate-related risks and opportunities.

a.

Describe the board’s | Our board of directors considers sustainability risks and opportunities as part of its overall
oversight of climate- | strategic decision-making process through review and approval of our annual operating

related risks and
opportunities.

Describe
management’s role
in assessing and
managing climate-
related risks and
opportunities.

plan and our sustainability strategy.

Our Sustainability, Nomination, and Governance Committee has oversight of ESG topics;
both the committee and the full board of directors receive quarterly reports from
management on significant sustainability actions, goals, and progress.

Annually, the board of directors reviews and approves our Annual Report on Form 10-K,
which includes disclosures regarding climate-related risks and opportunities.

In 2021, we developed an external Sustainability Advisory Committee to provide a review
of our sustainability strategy, progress, and insights into potential business risks and
opportunities. The Sustainability Advisory Committee is composed of external ESG
leaders who bring diverse experience and industry expertise. Management meets with the
Sustainability Advisory Committee regularly to update and align on climate-related risks
and opportunities.

Our sustainability strategy, or the Allbirds Flight Plan, centers on three strategic priorities:
Regenerative Agriculture, Renewable Materials, and Responsible Energy, which are
underpinned by ten specific, quantitative targets. These climate-related strategic priorities
are operationalized through our Sustainability team, which is led by our Head of
Sustainability. These strategic priorities have oversight from our Chief Operating Officer
who reports directly to our co-CEO.

Executive bonuses are linked to sustainability outcomes, including specific metrics related
to carbon reduction targets.

Our Sustainability team collaborates on an ongoing basis with cross-functional teams to
monitor climate-related issues, and promote sustainability initiatives across our value
chain, including product development, supply chain sourcing, and broader business
operations, and reporting through a consolidated sustainability scorecard that is shared
with our board of directors and management on a quarterly basis.

At the end of each fiscal year, the Sustainability team also engages with each business
area to collect specific data to prepare the greenhouse gas inventory analysis. This process
includes cross-functional and leadership reviews, as well as third-party verification of the
data.
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Description of Disclosure Notes and Location

Strategy: Disclose the actual and potential impacts of climate-related risks and opportunities on the organization’s
businesses, strategy, and financial planning.

a. Describe the climate-  According to the Task Force on Climate-related Financial Disclosures’ 2020 Status

related risks and Report, when companies choose to disclose on TCFD, only 7% globally fully disclose on
opportunities the the strategy pillar. Allbirds decided to pursue an analysis of climate-related risks in our
organization has strategy and our approach to risk management.

identified over the

short, medium, and | In 2021, management began the process of identifying, assessing, and quantifying

long term. Allbirds’ climate-related transition and physical risks, as well as corresponding
opportunities, through a hot spot analysis. This assessment was supported by Anthesis, a
global sustainability consulting leader, to help us better understand our risk exposure,
create a roadmap for scenario analysis and resiliency planning, develop strategies for
leveraging opportunities, and meet our reporting and disclosure commitments.

The first step in our climate-risk and opportunity analysis was to conduct climate risk and
opportunity workshops with key business areas, including Sustainability & Innovation,
Supply Chain, Product Development, Legal, Finance, Workplace, Marketing, Technology,
and Retail. These workshops were intended to 1) identify a preliminary list of potential
climate-related business risks and opportunities; 2) understand the potential scale of such
risk or opportunity should it occur; and 3) identify substantive social, regional, or financial
risk and opportunity thresholds that would designate a risk or opportunity as material to
our business.

Once we had a preliminary list of risks and opportunities, we identified the anticipated
effect (the impact that a risk or opportunity will have on that key business area) and
vulnerability (any management plans we have to mitigate against those risks or capitalize
on those opportunities) to understand the potential scale. The exercise analyzed both effect
and vulnerability of transition and physical risks across the short- (five years), medium-
(ten years), and long-term (30 years). At the conclusion of these workshops, we evaluated
the effect and vulnerability of each physical and transition risk associated with climate
change, which informs the list of risks and opportunities provided below.

The following risks have been identified through the workshops with the key business
areas but have not been assessed for their materiality to our business. This will be
completed through the upcoming scenario analyses.

RISKS
Transition - the risks associated with the transition to a low-carbon economy over the next
decade:

*  Pricing on greenhouse gas, or GHG, emissions
*  Energy and fuel price increase

Physical - the chronic and acute risks associated with the physical impacts of a changing
climate may affect Allbirds’ ability to source natural materials and move them through a
global supply chain. These physical climate risks include:

* Increased frequency and severity of extreme weather events including extreme
precipitation and drought

* Increased mean temperatures including extreme heat and cooling degree days

+  Wildfires brought on by droughts and extreme temperature

* Rising sea levels

*  Changes in precipitation patterns
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OPPORTUNITIES:
Efforts to mitigate and adapt to climate change also present opportunities for our business:

*  Energy Sources: Conventional fuel prices are projected to increase. Our goal is to
use 100% renewable electricity to manufacture all Allbirds products at owned
and operated facilities and finished goods manufacturers by the end of 2025. By
procuring renewable energy, Allbirds will help mitigate additional costs to our
business, helping preserve our competitive pricing structure.

*  Products & Services: We believe Allbirds’ corporate mission and increasingly
sustainable products provide a competitive position within the landscape of
shifting consumer preferences for environmentally and socially responsible
products.

*  Resource Efficiency: Partnerships with manufacturing facilities on environmental
initiatives may decrease costs. This could improve energy efficiency and indoor
air quality, as well as improve employee attraction and retention through a
commitment to sustainability and better working conditions.

*  Resilience: Allbirds has developed tools and strategies to quantify and manage
emissions, which will help to respond to climate change.

b. Describe the impact | To support our bold ambition on climate change, our sustainability strategy, or
of climate-related the Allbirds Flight Plan, centers on three strategic priorities: Regenerative Agriculture,
risks and Renewable Materials, and Responsible Energy, which are underpinned by ten specific,
opportunities on the | quantitative targets.
organization’s
businesses, strategy | With these targets, we set a goal to cut our carbon emissions per unit of product produced

and financial in half by the end of 2025, relative to a baseline of what we expect our per-unit carbon

planning. emissions would be in 2025 without any further action to limit emissions. We will
continue to be a carbon neutral business, as we have been since 2019 through the use of
offsets.

We believe in the importance of demonstrating near-term progress and laying out a clear
path to achieve our goals. We expect that achieving these ten targets as a whole ultimately
improves gross margin and business resiliency.

c. Describe the In 2021, we conducted a hotspot mapping exercise to prioritize our key climate-related
potential impacts of | risks and opportunities. Building off this exercise, we plan to conduct scenario analyses of
different scenarios, |the key transition and physical risks and opportunities. The analysis will quantify the

including a 2°C financial implications associated with these climate-related risks and opportunities, enable
scenario, on the us to gather the quantitative information necessary to assess our adaptive capacity, and
organization’s further invest in opportunities to enhance resilience across our value chain.

businesses, strategy
and financial
planning.
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Risk Management Disclose how the organization identifies, assesses, and manages climate-related risks.

a.

Describe the
organization’s
processes for
identifying and
assessing climate-
related risks.

Describe the
organization’s
processes for
managing climate-
related risks.

Describe how

processes for
identifying,
assessing and
managing climate-
related risks are
integrated into the
organization’s
overall risk
management.

Our Sustainability team collaborates on an ongoing basis with cross-functional teams to
monitor climate-related issues, and promote sustainability initiatives across our value
chain, including product development, supply chain sourcing, and broader business
operations, reporting through a consolidated sustainability scorecard that is shared with
our board of directors and management quarterly.

Additional enterprise risk functions include climate-related risks as part of their analysis,
which is presented to the Audit Committee of our board of directors and management
annually.

Allbirds evaluates climate risks based on their likelihood, significance, and scope of
impact across the business. The 2021 climate risk and opportunity identification
workshops also established the key business areas’ substantive risk thresholds. Revenue,
cost, and adjusted EBITDA are metrics used by the key business areas to evaluate climate-
related risks.

Aggregating these data points allows Allbirds to establish company-wide substantive risk
thresholds. These established substantive risk thresholds will serve as a basis for us to
identify future climate-related risks posed to our operations. Allbirds will use these
established thresholds to evaluate climate risks annually at a minimum, and more often as
needed.

Our Head of Sustainability and other subject-matter experts actively engage with Allbirds’
key business areas to manage climate risks and opportunities on an ongoing basis.

We categorize risks according to four distinct management methods, based on enterprise
risk management methodology: avoid, reduce, share, and accept. For example, we manage
risks using the ‘reduce’ method through our strategic vendor partnerships, based on our
partners’ willingness to implement and uphold best practices, decreasing the inherent
vulnerability associated with vendor-based manufacturing. Once we identify a best
practice for mitigating climate risk through vendor management, we proactively update
our existing vendor agreements to align with improved internal standards.

As part of our standard Enterprise Risk Management, or ERM, process, our cross-
functional risk management team evaluates enterprise risks based on their likelihood,
significance, and scope of impact across the business, including climate-related risks.

The four climate risk management methods outlined above reflect the same methodology
used to manage all enterprise-wide risks. Risks are evaluated at least annually and
reported to management and the board of directors.

Substantive risk findings from our climate risk identification and assessment process and
scenario analysis established by the Sustainability team in 2021 are planned to be
integrated into our company-wide risk management process.

Metrics & Targets Disclose the metrics and targets used to assess and manage relevant climate-related risks and
opportunities.

a.

Disclose the metrics
used by the
organization to
assess climate-
related risks and
opportunities in line
with its strategy and
risk management
process.

In 2020, we began the annual practice of measuring our carbon footprint across Scope 1,
2, and 3 categories, as defined by the Greenhouse Gas Protocol. This includes calculating
the carbon footprints for all products produced in a given year.

We have adopted an internal price on carbon to incentivize emissions reductions. We use
the proceeds from this internal tax to purchase renewable energy credits and high-quality
carbon offsets against our Scope 1, 2, and 3 emissions. As a result, we are Climate Neutral
certified. All carbon offset projects are third-party verified to the highest standards, such
as Gold Standard, Verified Carbon Standard, or Climate Action Reserve.
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b. Disclose Scope 1, Since 2020, we have focused on calculating and disclosing the carbon footprint of each of
Scope 2 and if our products, working with a LCA tool to estimate the cradle-to-grave carbon footprint of
appropriate, Scope 3 | products, identify hotspots, and drive emission reductions. This LCA tool was developed
greenhouse gas by our Sustainability team in partnership with external LCA experts and has been third-
emissions and the party verified against the requirements of ISO 14067:2018. It enables our teams to make
related risks. informed decisions in design and development, tracking both product-level and company-

wide carbon impact. As a result, in April 2020, we published the carbon footprint for
every product in our permanent collection.

In 2022, we disclosed the absolute emissions across our direct and indirect operations for
2021, following the Greenhouse Gas Protocol, with additional third-party verification by
SCS Global Services. Scope 1 and 2 emissions are driven by retail stores and corporate
offices, and the majority of our Scope 3 emissions are from the materials, manufacturing,
and transportation associated with our products.

2021 Estimates of Allbirds’ Market-based Emissions (tonnes CO,e)
a. Scope 1:317
b. Scope 2: 324
c. Scope 3 (excludes Use & End of Life): 49,698
d. Scope 3 (includes Use & End of Life): 56,258

We are currently in the process of a third-party verification for our 2022 Scope 1,

2, and 3 emissions and we plan to disclose our 2022 emissions once the verification is
complete.

c. Describe the targets | The Allbirds Flight Plan centers on three strategic priorities: Regenerative Agriculture,

used by the Renewable Materials, and Responsible Energy, which are underpinned by ten specific,
organization to quantitative targets. The Allbirds Flight Plan drives our targets for climate-related risk
manage climate- mitigation.

related risks and

opportunities anq By the end of 2025, we aim to reduce our per-unit emissions by 50% relative to a baseline
performance against | of what we expect our per-unit carbon emissions would be in 2025 without any further
targets. action to limit emissions, driving our average carbon emissions to around 7 kg CO,e per

product. We aim to achieve this by sourcing zero carbon wool, replacing petroleum-based
materials with natural ones, and using less and cleaner fuel and electricity. Specifically,
our goal is that 75% of our materials will be sustainably sourced natural or recycled
materials, and we are committed to reducing raw materials use and the impact of key raw
materials by 25% across footwear and apparel products.

In addition, our goal is to source 100% renewable electricity for all owned and operated
facilities, including offices, retail stores, and distribution centers, as well as finished goods
manufacturers, by the end of 2025. We are committed to achieve a steady state of more
than 95% ocean shipping, reducing the amount of higher emission modes of transport, like
air shipping. We also aim to encourage our customers to machine wash our products on
cold and hang-dry Allbirds apparel.

By 2030, we aim to reduce our per-unit emissions by 95%, driving our carbon emissions
to less than 1 kg CO,e per product. This ambitious goal is necessary to reduce our absolute
carbon emissions in alignment with a science-based 1.5°C reduction pathway.

We have set a science-based target to reduce absolute scope 1, 2, and 3 emissions 42% by
2030 from a 2020 baseline. Our target is aligned with all the requirements of The Science
Based Targets initiative, or SBTi, including alignment with a 1.5°C reduction pathway,
and was approved by SBTi in 2021.
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Intellectual Property

We rely on a combination of trademarks, copyrights, trade secrets, design and utility patents, license agreements,
confidentiality procedures, non-disclosure agreements, employee non-disclosure and invention assignment agreements, and
other legal and contractual rights to establish and protect our proprietary rights.

We have registered domain names for websites that we use in our business, such as allbirds.com and similar variations.
Further, we have developed internal practices around ongoing trademark and design patent registration pursuant to which
we register brand names and product names, product designs, taglines, and logos to the extent we determine appropriate
and cost-effective.

We control access to and use of our proprietary and other confidential information through the use of internal and
external controls, including contractual protections with employees, contractors, customers, and partners. It is our practice
to enter into confidentiality and invention assignment agreements (or similar agreements) with our employees, consultants,
and contractors involved in the development of intellectual property on our behalf. We also enter into confidentiality
agreements with other third parties in order to limit access to, and disclosure and use of, our confidential information and
proprietary information.

We intend to pursue additional intellectual property protection to the extent we believe it would be beneficial and cost
effective. Despite our efforts to protect our intellectual property rights, they may not be respected in the future or may be
invalidated, circumvented, or challenged. For additional information, see the section titled “Risk Factors—Risks Related to
Intellectual Property, Information Technology, and Data Security and Privacy”

Government Regulations

In the United States and the other jurisdictions in which we operate, we are subject to labor and employment laws,
laws governing advertising, privacy and data security, product labeling and compliance, safety regulations, and other laws,
including consumer protection regulations that apply to retailers and/or the promotion and sale of merchandise and the
operation of our retail stores, manufacturing-related facilities and distribution centers. Our products, which are
predominantly manufactured in countries other than the United States and which are sold in over 35 countries across the
world, may be subject to tariffs, treaties, and various trade agreements, as well as laws affecting the importation of
consumer goods. We monitor changes in these laws and believe we are in material compliance with applicable laws.

Seasonality

Our business is affected by general seasonal trends common to the retail footwear and apparel industry, with sales
peaking during the end-of-year holiday period that typically falls within our fourth quarter. In 2022, 2021 and 2020, we
generated 28%, 35% and 36%, of our full year net revenue in the fourth quarter, respectively.

Corporate Information

We were incorporated in Delaware in May 2015 as Bozz, Inc. In December 2015, we changed our name to Allbirds,
Inc., and we became a Delaware PBC in February 2016. Our principal executive offices are located at 730 Montgomery
Street, San Francisco, California 94111. Our telephone number is (628) 225-4848. Our U.S. website address is
allbirds.com. Information contained on, or that can be accessed through, our website is not incorporated by reference in this
Annual Report on Form 10-K.

Available Information

We file annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments
to reports filed or furnished pursuant to Sections 13(a) and 15(d) of the Exchange Act. The Securities and Exchange
Commission, or SEC, maintains a website at www.sec.gov that contains reports, proxy and information statements, and
other information that we file with the SEC electronically. Copies of our reports on Form 10-K, Forms 10-Q, Forms 8-K,
and amendments to those reports may also be obtained, free of charge, electronically through our investor relations website
located at ir.allbirds.com as soon as reasonably practical after we file such material with, or furnish it to, the SEC.
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Item 1A. Risk Factors

A description of the risks and uncertainties associated with our business is set forth below. You should carefully
consider the risks and uncertainties described below, together with all of the other information in this Annual Report on
Form 10-K, including our consolidated financial statements and related notes included in Part II, Item 8, and the section
titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in Part II, Item
7. The occurrence of any of the events or developments described below could materially and adversely affect our business,
financial condition, results of operations, and growth prospects. In such an event, the market price of our Class A common
stock could decline, and you may lose all or part of your investment. Additional risks and uncertainties not presently known
to us or that we currently believe are not material may also impair our business, financial condition, results of operations,
and growth prospects.

Risks Related to Our Business, Brand, Products, and Industry

We may be unable to successfully execute on our strategic transformation plans, simplification initiatives, or our long-
term growth strategy, including efforts to maintain or grow our current revenue and profit levels, reduce our costs or
accurately forecast demand and supply for our products.

In August 2022, we announced certain simplification initiatives designed to generate cost of revenue savings,
streamline workflows, and lower operating costs as a result of external headwinds. These initiatives focus on reducing costs
related to our supply chain and selling, general, and administrative expense. Our supply chain initiatives include reducing
logistics costs in the United States by transitioning to automated distribution centers and a dedicated returns processor,
optimizing inventory to accelerate logistics cost savings, which includes inventory write-downs and write-offs over certain
products, and accelerating the scaling of our manufacturing base to reduce product carbon footprint and product costs over
time. Our selling, general, and administrative expense initiatives include plans to reduce corporate office space and reduce
corporate headcount. In addition, we have slowed the pace of corporate new hires and backfills for departing employees,
and in July 2022 we reduced our global corporate workforce by 23 employees, which represented approximately 8% of our
global corporate workforce. In addition, in March 2023 we announced a strategic transformation plan to (i) reignite
product and brand, (ii) optimize U.S. stores and slow pace of openings, (iii) evaluate transition of international go-to-
market strategy and (iv) improve cost savings and capital efficiency.

Successfully executing our long-term growth and profitability strategy and maintaining our revenue and profit levels or
growing them in the future will depend on many factors, including our ability to:

* increase brand awareness and drive efficient customer acquisition through brand marketing and leveraging third
party stores;

+  continue growth within our existing customer base and increase closet share by focusing on our core franchise
products;

*  optimize our store fleet and execute our vertical distribution strategy of slowing the pace of retail store openings
and transitioning our international go-to-market strategy;

«  grow our product innovation platform while understanding the market opportunity for new product styles;
» scale our infrastructure for profitable growth;

*  materialize our product and brand initiatives in a timely fashion;

« accurately forecast demand for our product and implement a more focused product strategy; and

+  continue focusing on using sustainable materials.

We cannot guarantee that we will successfully implement all of these initiatives or that we will achieve or sustain the
expected benefits, or that the benefits, even if achieved, will be adequate to meet our medium- or long-term financial and
operational expectations. We may also experience additional unexpected costs and negative impacts on our cash flows
from operations and liquidity, employee attrition and adverse effects on employee morale, diversion of management
attention, adverse effects to our reputation as an employer, which could make it more difficult for us to hire new employees
in the future, and potential failure or delays to meet operational and growth targets due to the loss of qualified employees.
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If we do not realize the expected benefits of these initiatives or experience additional unexpected costs in connection with
these initiatives, our business, financial condition, results of operations, and cash flows could be negatively impacted.

Our operating results may fluctuate significantly and our past operating results may not be a good indication of future
performance.

Our results of operations have varied, and could in the future vary, significantly from period to period as a result of
various factors, some of which are outside of our control. Comparing our results of operations on a period-to-period basis
may not be meaningful, and our past results should not be relied upon as an indication of our future performance.

We were founded in May 2015 and first sold our products in 2016. As a result of our limited operating history as well
as our evolving business strategies, including our recent strategic transformation plan, our ability to accurately forecast our
future results of operations is limited and subject to a number of uncertainties, including our ability to plan for and model
future growth. Our historical revenue growth has been inconsistent, was derived from a more concentrated number of
geographies, and should not be considered indicative of our future performance. Further, in future periods, our revenue
growth could slow or our revenue could decline for a number of reasons, including changes in our business operations and
strategy, a decline in demand for our products, an increase in competition, a decrease in the growth of our overall market,
our entry into new geographies where our prior operating history is less relevant or predictive, or our failure, for any
reason, to continue to capitalize on growth opportunities. In addition, we regularly release new products and it is difficult to
predict the commercial success of newly released products. For example, in 2022 we recognized a non-cash inventory
write-down in our consolidated statement of operations and comprehensive loss, primarily related to certain first-generation
apparel products which were not purchased in sufficient quantities by our customers. We have also encountered, and will
continue to encounter, risks and uncertainties frequently experienced by growing companies in rapidly changing industries,
such as the risks and uncertainties described herein. If our assumptions regarding these risks and uncertainties (which we
use to plan our business) are incorrect or change due to changes in our market or the geographies where we operate and
where we sell our products, or if we do not address these risks successfully, our operating and financial results could differ
materially from our expectations, and our business could suffer. The impact of one or more of the foregoing and other
factors may cause our results of operations to vary significantly. As such, period-over-period comparisons of our results of
operations may not be meaningful and should not be relied upon as an indication of future performance.

Fluctuations in our results of operations may be particularly pronounced in the current economic environment due to
the uncertainty caused by consumer spending patterns, inflationary pressures, the COVID-19 pandemic, and overall
economic conditions. Fluctuations in our results of operations may cause those results to fall below our financial guidance
or other projections, or the expectations of analysts or investors.

Economic uncertainty in our key markets may affect consumer purchases of discretionary items, which has affected and
may continue to adversely affect demand for our products.

Our products may be considered discretionary items for consumers. Factors affecting the level of consumer spending
for such discretionary items include general economic conditions and other factors such as interest rates, inflation,
consumer confidence in future economic conditions, fears of recession and trade wars, the availability and cost of
consumer credit, the COVID-19 pandemic or future pandemics or public health crises, international trade relations,
political turmoil, lower corporate earnings, reductions in business confidence and activity, levels of unemployment, and tax
rates. As global economic conditions continue to be volatile or economic uncertainty remains, and with increasing inflation
and interest rates, trends in consumer discretionary spending also remain unpredictable and subject to reductions as a result
of significant increases in unemployment, financial market instability, uncertainties about the future, and other factors.
Unfavorable economic conditions have led and, in the future, may lead consumers to delay or reduce purchases of our
products. Consumer demand for our products may also decline as a result of store closures, an economic downturn, or
economic uncertainty in our key markets, particularly in North America, Europe, and Asia. Our sensitivity to economic
cycles and any related fluctuation in consumer demand may have a material adverse effect on our business, results of
operations, and financial condition.

We have a significant amount of long-lived assets, which are assessed for impairment whenever events or changes in
circumstances indicate that their carrying amount may not be recoverable. In addition, we may never realize the full
value of our long-lived assets, causing us to record material impairment charges.

Under generally accepted accounting principles in the United States, we assess our long-lived assets, principally
property and equipment, operating lease right-of-use assets, and other long-lived assets, including identifiable intangible

37



assets with definite lives, for impairment whenever events or changes in circumstances indicate the carrying amount of an
asset may not be recoverable. For example, in 2022, we determined that triggering events, primarily related to our current
period and history of operating cash flow losses required an impairment review of our long-lived assets. This resulted in us
recording a non-cash impairment charge of $3.3 million related to long-lived assets associated with our stores in China.

The footwear and apparel business is extremely capital-intensive. There is uncertainty in the projected undiscounted
future cash flows used in our impairment review analysis, which requires the use of estimates and assumptions. Our
projections are estimates, which could vary significantly from actual results if future economic conditions, consumer
demand and competitive environments differ from our expectations and there can be no assurance that a material
impairment charge of long-lived assets will be avoided. Such impairment charges could have a material adverse effect on
our business, results of operations and financial condition.

One factor in our success is the strength of our brand; if we are unable to maintain and enhance the value and
reputation of our brand and/or counter any negative publicity, we may be unable to sell our products, which would
harm our business and could materially adversely affect our financial condition and results of operations.

The Allbirds brand is integral to our business strategy and our ability to attract and engage customers. As a result, our
success depends on our ability to maintain and enhance the value and reputation of the Allbirds brand. Maintaining,
promoting, and positioning our brand will depend largely on the success of our design and marketing efforts, including
advertising and consumer campaigns, as well as our product innovation, product quality, and sustainability initiatives. Our
commitment to product innovation, quality, and sustainability and our continuing investment in design (including
materials) and marketing efforts may not have the desired impact on our brand image and reputation.

We rely on social media, as one of our marketing strategies, to have a positive impact on both our brand value and
reputation. Our brand also depends on our ability to maintain a positive consumer perception of our corporate integrity,
culture, mission, vision, and values, including our status as a Delaware public benefit corporation, or PBC, and our
commitment to environmental conservation and sustainability. Any actions or any public statements or social media posts
about Allbirds or our products by our customers, consumers who have not yet bought our products, our current or former
employees, current or former Allgood Collective Ambassadors (which is what we call the community of influencers whom
we engage to help promote our brand), celebrities, or other public figures, whether authorized or not, that are contrary to
our values may negatively affect consumer perception of our brand. Any incidents involving our company, our suppliers or
manufacturers, our Allgood Collective Ambassadors or others, or the products we sell, could erode the trust and confidence
of our customers, and damage the strength of our brand, especially if such incidents result in adverse publicity,
governmental investigations, product recalls, or litigation.

Our brand and reputation could be adversely affected by any number of factors or events, including if our public image
is tarnished by negative publicity due to our actions or those of persons associated with us or formerly associated with us
(including employees, Allgood Collective Ambassadors, celebrities, or others who speak publicly or post on social media
about our brand or our products, whether authorized or not), if we fail to deliver innovative and high quality products, if we
face or mishandle a product recall, or if we are subject to claims of “greenwashing” (e.g., if the carbon footprint of one or
more of our products is alleged to be greater than what we claim, or if we fail or are alleged to have failed to achieve our
sustainability goals). Our brand and reputation could also be negatively impacted by adverse publicity, whether or not
valid, regarding allegations that we, or persons associated with us or formerly associated with us, have violated applicable
laws or regulations, including but not limited to those related to product labeling and safety, marketing, employment,
discrimination, harassment, whistle-blowing, privacy, corporate citizenship, improper business practices, or cybersecurity.
Negative publicity regarding our suppliers or manufacturers could adversely affect our reputation and sales and could force
us to identify and engage alternative suppliers or manufacturers. Additionally, while we devote considerable efforts and
resources to protecting our intellectual property, if these efforts are not successful, the value of our brand may be harmed.
Any harm to our brand and reputation could adversely affect our ability to attract and engage customers and could have a
material adverse effect on our business, financial condition, and results of operations.

In addition, the importance of our brand may increase to the extent we experience increased competition, which has
required and could continue to require additional expenditures on our brand promotion activities. Maintaining and
enhancing our brand image also has required us and may require us to continue to make additional investments in areas
such as merchandising, marketing, and online operations. These investments may be substantial and may not ultimately be
successful.
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We have incurred significant net losses since inception and anticipate that we will continue to incur losses for the
foreseeable future.

We incurred net losses of $101.4 million, $45.4 million and $25.9 million in in 2022, 2021 and 2020, respectively, and
we had an accumulated deficit of $238.7 million as of December 31, 2022. We expect to continue to incur significant
losses in the future. We will need to generate and sustain increased revenue levels in future periods to achieve profitability,
and even if we achieve profitability, we may not be able to maintain or increase our level of profitability. Although the
strategic transformation plan announced in March 2023 include cost and cash optimization efforts, our operating expenses
may increase substantially in the future as we continue to, among other things:

* execute on our long-term growth strategy and strategic plans;

* invest in our relationships with third-parties, including retail partners and distributors;
* update our product and style mix;

* invest in new materials innovation and technology;

» focus on sustainable and environmentally friendly practices in our supply chain (which are often more expensive
than traditional alternatives);

* invest in advertising and marketing initiatives to engage existing and new customers, enhance awareness of our
brand, and grow market share;

*  optimize our number of retail store locations;

* invest in the overall health and well-being of our employees;
+ address increased competition;

e recruit and retain talent; and

* incur significant accounting, legal, and other expenses as a public company that we did not incur as a private
company.

These expenditures will make it more difficult for us to achieve and maintain profitability. Our efforts to grow our
business may be more costly than we expect or may not result in the returns we anticipate, and we may not be able to
increase our revenue enough to offset our higher operating expenses. If we are forced to reduce our expenses beyond our
expectations under our cost savings initiative, it could negatively impact our growth and growth strategy. As a result, we
can provide no assurance as to whether or when we will achieve profitability. If we are not able to achieve and maintain
profitability, the value of our company and our Class A common stock could decline significantly.

We operate in a highly competitive market and the size and resources of some of our competitors may allow them to
compete more effectively than we can, which could result in a loss of our market share and a decrease in our net
revenue and profitability.

The market for footwear and apparel is highly competitive. Our competitors include athletic and leisure footwear
companies, as well as athletic and leisure apparel companies. We also compete directly against wholesalers and direct
retailers of footwear and apparel, including large, diversified apparel companies with substantial market share and
established companies expanding their production and marketing of technical footwear, as well as against retailers
specifically focused on footwear. Competition has and may in the future result in pricing pressures, reduced profit margins,
lost market share, or a failure to grow or maintain our market share, any of which could substantially harm our business
and results of operations. Many of our competitors are large apparel and/or footwear companies with strong worldwide
brand recognition, while others are new market participants with low barriers to entry. Because of the fragmented nature of
the industry, we also compete with other apparel sellers, including those specializing in athletic footwear and other casual
footwear. Many of our competitors have significant competitive advantages, including longer operating histories, larger
and broader customer bases, more established relationships with a broader set of suppliers, greater brand recognition, and
greater financial, research and development, store development, marketing, distribution, and other resources than we do.
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We rely on technical and materials innovation to offer high-quality products.

Technical and materials innovation and quality control in the design and manufacturing process of our footwear and
apparel is essential to the commercial success of our products. Research and development play a key role in technical
innovation. We rely upon specialists in the fields of materials sciences, sustainability, and related fields. While we strive to
produce products that are comfortable and environmentally sustainable, if we fail to introduce technical and materials
innovation in our products, then consumer demand for our products could decline and we may be unable to meet our
sustainability goals, which could harm our brand and reputation, and if we experience problems with the quality of our
products, we may incur substantial expense to remedy the problems.

Our focus on using sustainable materials and environmentally friendly manufacturing processes and supply chain
practices may increase our cost of revenue and hinder our growth.

We are dedicated to prioritizing sustainable materials, an environmentally friendly supply chain, and manufacturing
processes that collectively limit our carbon footprint. As our business expands, it may be increasingly challenging to cost-
effectively secure enough sustainably sourced materials to support our growth and achieve our sustainability goals while
also achieving and maintaining profitability. In addition, our ability to expand into new product categories depends in part
on our ability to identify new sustainable materials that are suitable for our products. Our inability to source materials that
meet our sustainability requirements in sufficient volumes could result in slower growth, increased costs, and/or lower net
profits. Additionally, as our business expands, we may not be able to identify suppliers and manufacturers with business
practices that reflect our commitment to sustainability, which may harm our ability to expand our supply chain to meet the
expected growth of our business. If any of these factors prevent us from meeting our sustainability goals or increase the
carbon footprint of any our products, then it could have an adverse effect on our brand, reputation, results of operations,
and financial condition.

If we fail to attract new customers, retain existing customers, or maintain or increase sales to customers, our business,
financial condition, results of operations, and growth prospects will be harmed.

Our success depends in large part upon widespread adoption of our products by our customers. In order to attract new
customers and continue to expand our customer base, we must appeal to and attract customers who identify with our
sustainable footwear and apparel products. If the number of people who are willing to purchase our products does not
continue to increase, if we fail to deliver a high quality shopping experience, if our retail partnerships are not successful, if
we make products that our customers do not buy in sufficient quantities, or if our current or potential future customers are
not convinced that our products are superior to alternatives, then our ability to retain existing customers, acquire new
customers, and grow our business may be harmed. For example, since the launch of our first generation of apparel
products, our customers have not purchased certain of these products in sufficient quantities, and, in the second quarter of
2022, we determined that we needed to adjust our overall apparel strategy and discontinue the product line. As a result, in
2022, we recognized a non-cash inventory write-down in our consolidated statement of operations and comprehensive loss,
primarily related to these certain first-generation apparel products.

We have made significant investments in enhancing our brand and attracting new customers, and we expect to
continue to make significant investments to promote our products, including in connection with our strategic
transformation plan for our focused product strategy. Such campaigns can be expensive and may not result in new
customers or increased sales of our products. Further, as our brand becomes more widely known, we may not attract new
customers or increase our net revenue at the same rates as we have in the past. If we are unable to acquire new customers
who purchase products in numbers sufficient to grow our business, we may not be able to generate the scale necessary to
drive beneficial network effects with our suppliers, our net revenue may decrease, and our business, financial condition,
and results of operations may be materially adversely affected.

In addition, our future success depends in part on our ability to increase sales to our existing customers over time, as a
significant portion of our net revenue is generated from sales to existing customers, particularly those existing customers
who are highly engaged and make frequent and/or large purchases of the products we offer. If existing customers no longer
find our products appealing or are not satisfied with our customer service, or if we are unable to timely update our products
to meet current trends and customer demands, our existing customers may not make purchases, or if they do, they may
make fewer or smaller purchases in the future.
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If we are unable to continue to attract new customers or our existing customers decrease their spending on the products
we offer or fail to make repeat purchases of our products, our business, financial condition, results of operations, and
growth prospects will be harmed.

Climate change and increased focus by governments, organizations, customers, and investors on sustainability issues,
including those related to climate change and socially responsible activities, may adversely affect our reputation,
business, and financial results.

Climate change is occurring around the world and may impact our business in numerous ways. Such change could lead
to an increase in prices of raw materials, commodities, and/or packaging, as well as reduced availability of key
manufacturing components. Increased frequency of extreme weather, such as storms, hurricanes, and floods, could cause
increased disruption to the production and distribution of our products and have an adverse impact on consumer demand
and spending.

Investor advocacy groups, certain institutional investors, investment funds, other market participants, stockholders, and
stakeholders have focused increasingly on the environmental, social, and governance, or ESG, and related sustainability
practices of companies. These parties have placed increased importance on the implications of the social cost of their
investments. In addition to our status as a PBC and certified B Corporation, or B Corp, we are focused on being an ESG
leader in our industry. If our ESG practices do not meet investor or other stakeholder expectations and standards (which are
continually evolving and may emphasize different priorities than the ones we choose to focus on), or if our ESG practices
do not live up to our own values or ESG- and sustainability-related goals, then our brand, reputation, and employee
retention may be negatively impacted. It is possible that stakeholders may not be satisfied with our ESG practices or the
speed of their adoption. We could also incur additional costs and require additional resources to monitor, report, and
comply with various ESG practices and regulations and to achieve our sustainability goals. Also, our failure, or perceived
failure, to manage reputational threats and meet expectations with respect to socially responsible activities and
sustainability commitments could negatively impact our brand credibility, employee retention, and the willingness of our
customers and suppliers to do business with us.

If we are unable to anticipate product trends and consumer preferences and successfully develop and introduce new
products, we may not be able to maintain or increase our revenue and profits.

Our success depends on our ability to identify, originate, and define product trends within the footwear and apparel
industry, as well as to anticipate, gauge, and react to changing consumer preferences in a timely manner. However, lead
times for many of our products may make it more difficult for us to respond rapidly to new or changing product trends or
consumer preferences. For example, our lead times may be longer due to our preference for ocean shipping and other more
sustainable supply chain practices to reduce carbon emissions, which may take longer and be more expensive than less
sustainable alternatives. If we are unable to introduce new products in a timely manner, or our new products are not
accepted by our customers, our competitors may introduce similar products in a more timely fashion, which could hurt our
goal to be viewed as a leader in comfortable and sustainable footwear and apparel. All of our products are subject to
changing consumer preferences regarding footwear and apparel, generally, and sustainable footwear and apparel,
specifically, that cannot be predicted with certainty. Our new products may not receive consumer acceptance as consumer
preferences could shift rapidly to different types of styles and our future success depends in part on our ability to anticipate
and respond to these changes. For example, during the COVID-19 pandemic, there was a shift of consumer preferences to
more casual and informal apparel and footwear as greater numbers of consumers have shifted to working remotely from
home. In addition, our experience in anticipating consumer preferences in one category, such as footwear, may not help us
predict or anticipate consumer preferences in other new categories, such as apparel. For example, we did not successfully
anticipate customer demand and preferences in designing and launching certain of our first-generation apparel products. As
a result, demand for such products failed to meet our expectations and, in the second quarter of 2022, we determined that
we needed to adjust our overall apparel strategy and discontinue the product line. During 2022, we recognized a non-cash
inventory write-down in our consolidated statements of operations and comprehensive loss, primarily related to these
certain first-generation apparel products. If we fail to anticipate accurately and respond to trends and shifts in consumer
preferences, we could experience lower sales, excess inventories, or lower profit margins, any of which could have an
adverse effect on our results of operations and financial condition.

We utilize a range of marketing, advertising, and other initiatives to increase existing customers’ spend and to acquire

new customers; if the costs of advertising or marketing increase, or if our initiatives fail to achieve their desired impact,
we may be unable to grow the business profitably.
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We create differentiated brand marketing content and utilize performance marketing to drive customers from
awareness to consideration to conversion, and promoting awareness of our brand and products is important to our ability to
grow our business, drive customer engagement, and attract new customers. Our marketing strategy includes brand
marketing campaigns across platforms, including email, digital, display, site, direct-mail, streaming audio, television, social
media, and our Allgood Collective, as well as performance marketing efforts, including retargeting, paid search and
product listing advertisements, paid social media advertisements, search engine optimization, personalized emails, and
mobile push notifications through our app. In addition, our marketing strategy is global in scale, reaching consumers in the
over 35 countries where we sell our products.

We seek to engage with our customers and build awareness of our brands through sponsoring unique events and
experiences. If our marketing efforts and messaging are not appropriately tailored to and accepted by our target customers,
we may fail to attract customers, and our brand and reputation may be harmed. In addition, our marketing initiatives may
become increasingly expensive as competition increases, and generating a meaningful return on those initiatives may be
difficult. We also expect to make increased investments into brand marketing as part of our strategic transformation plan to
have a more focused product strategy. Our future growth and profitability and the success of our brand will depend in part
upon the effectiveness and efficiency of these marketing efforts.

We receive a significant amount of visits to our digital platform via social media or other channels used by our existing
and prospective customers. As eCommerce and social media continue to rapidly evolve, we must continue to establish
relationships with these channels and may be unable to develop or maintain these relationships on acceptable economic and
other terms. In addition, we currently receive a significant number of visits to our website and mobile app via search engine
results. Search engines frequently change the algorithms that determine the ranking and display of results of a user’s
search, which could reduce the number of visits to our website, in turn reducing new customer acquisition and adversely
affecting our results of operations. If we are unable to cost-effectively drive traffic to our digital platform, our ability to
acquire new customers and our financial condition would suffer. Email marketing efforts are also important to our
marketing efforts. If we are unable to successfully deliver emails to our customers or if customers do not engage with our
emails, whether out of choice, because those emails are marked as low priority or spam, or for other reasons, our business
could be adversely affected. Our marketing initiatives have become increasingly expensive and may continue to increase in
cost, and generating a meaningful return on those initiatives may be difficult or unpredictable. Even if we successfully
increase net revenue as a result of our marketing efforts, it may not offset the additional marketing expenses we incur.

If our marketing efforts are not successful in promoting awareness of our products, driving customer engagement, or
attracting new customers, or if we are not able to cost-effectively manage our marketing expenses, our results of operations
could be adversely affected.

Failure to accurately forecast consumer demand could lead to excess inventories or inventory shortages, which could
result in decreased operating margins, reduced cash flows, and harm to our business.

To meet anticipated demand for our products, we must forecast inventory needs and place orders with our
manufacturers based on our estimates of future demand for particular products. Our ability to accurately forecast demand
for our products could be affected by many factors, including an increase or decrease in customer demand for our products
or for products of our competitors, changing consumer preferences, changing product trends, our failure to accurately
forecast consumer acceptance of new products, product introductions by competitors, unanticipated changes in general
market conditions, store closures (including, for example, due to the COVID-19 pandemic), declines in overall consumer
spending, and weakening of economic conditions or consumer confidence in future economic conditions. If we fail to
accurately forecast consumer demand, we may experience excess inventory levels or a shortage of products available for
sale in our stores or for delivery to customers.

Inventory levels in excess of customer demand may result in inventory write-offs, donations by us of our unsold
products, inventory write-downs, and/or the sale of excess inventory at discounted prices, any of which could cause our
gross margin to suffer, impair the strength and exclusivity of our brand, and have an adverse effect on our results of
operations, financial condition, and cash flows. For example, we have in the past donated excess unsold products to third
parties and sold certain of our products at discounted prices through various channels including third-party discounters and
our outlet store in Northern California. Additionally, in 2022, we recognized non-cash inventory write-downs, primarily
related to the discontinuation of certain first-generation apparel products.

Conversely, if we underestimate customer demand for our products and fail to place sufficient orders with our
manufacturers in advance, then our manufacturers may not be able to deliver products to meet our requirements and we
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may experience inventory shortages. Inventory shortages in our stores or third-party distribution centers could result in
delayed shipments to customers, lost sales, a negative customer experience, lower brand loyalty, and damage to our
reputation and customer relationships, any of which could have an adverse effect on our results of operations, financial
condition, and cash flows.

AS a company that operates retail stores, we are subject to various risks, including commercial real estate and labor and
employment risks.

As of December 31, 2022, we operated 58 retail store locations across nine countries. We lease our stores under
operating leases. We expect to continue to evaluate the total number of stores we operate over the next few years,
domestically and internationally.

As we open new retail stores, our ability to effectively obtain real estate to open new retail stores, both domestically
and internationally, depends on the availability of real estate that meets our criteria for traffic, square footage, co-tenancies,
lease economics, demographics, and other factors. We also must be able to effectively renew our existing real estate leases.
In addition, from time to time, we seek to downsize, consolidate, reposition, or close some of our retail stores, which may
require modification of various contracts, including an existing lease. We generally cannot cancel these leases at our
option. For example, due to the COVID-19 pandemic, across all of 2020, our stores were closed for approximately 20% of
the total number of days we expected to operate. During this period, our stores were not generating any revenue, but we
were generally required to continue paying rent. Similarly, if an existing or new store is not profitable, and we decide to
close it, we may nonetheless be committed to perform our obligations under the applicable lease including, among other
things, paying the base rent for the balance of the lease term. Similarly, we may be committed to perform our obligations
under the applicable leases even if current locations of our stores become unattractive as demographic patterns change.
Failure to secure adequate new locations or successfully modify leases for existing locations, or failure to effectively
manage the profitability of our existing fleet of retail stores, could have an adverse effect on our results of operations and
financial condition.

Additionally, the economic environment may make it difficult to determine the fair market rent of real estate properties
domestically and internationally. This could impact the quality of our decisions to exercise lease options at previously
negotiated rents and to renew expiring leases at negotiated rents. Any adverse effect on the quality of these decisions could
impact our ability to retain real estate locations adequate to meet our targets or efficiently manage the profitability of our
existing fleet of stores, which could have an adverse effect on our results of operations and financial condition.

As of December 31, 2022, we had approximately 760 employees in our retail store operations. As a result, we are
subject to costs and risks related to compliance with labor and employment laws and regulations, which could cause our
business, financial condition, results of operations, or cash flows to suffer. From time to time, we may downsize,
consolidate, reposition, or close some of our retail store locations, which may result in additional employee-related costs.

We have significant exposure to changes in domestic and foreign laws governing our relationships with our workforce,
including wage and hour laws and regulations, fair labor standards, minimum wage requirements, overtime pay,
unemployment tax rates, workers’ compensation rates, pension contributions, citizenship requirements, and payroll taxes,
which could have a direct impact on our operating costs. These laws change frequently, exist at multiple levels with respect
to a single physical location (e.g., federal, state, and local) and may be difficult to interpret and apply.

A significant increase in minimum wage or overtime rates in countries where we have employees could have a
significant impact on our operating costs and may require that we take steps to mitigate such increases, all of which may
cause us to incur additional costs. There is also a risk of potential claims related to discrimination and harassment, health
and safety, wage and hour laws, criminal activity, personal injury, and other claims. In addition, if a large portion of our
workforce were to become members of labor organizations or parties to collective bargaining agreements, we could be
vulnerable to a strike, work stoppage, or other labor action, which could have an adverse effect on our business. Our
business operations and financial performance could be adversely affected by changes in our relationship with our
workforce or changes to U.S. or foreign labor and employment laws and regulations.

We may be unable to successfully open new store locations in existing or new geographies in a timely manner, if at all,
which could harm our results of operations.

Our growth will largely depend on our ability to successfully open and operate new stores, which depends on many
factors, including, among others, our ability to:
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* identify suitable store locations, the availability of which is outside of our control and may require expensive and
long-term lease obligations;

»  gain brand recognition and acceptance, particularly in geographies or regions that are new to us;
*  negotiate acceptable lease terms;

* hire, train, and retain store personnel and field management who possess the required customer service and other
skills and who share our commitment to sustainability;

+ invest sufficient capital in store build-out and opening;

* immerse new store personnel and field management into our corporate culture and shared values;
» source sufficient inventory levels; and

»  successfully integrate new stores into our existing operations and information technology systems.

We may be unsuccessful in identifying new markets where our sustainable footwear and apparel products and brand
image will be accepted. In addition, we may not be able to open or profitably operate new stores in existing, adjacent, or
new locations due to market saturation and/or other macro conditions (e.g., the impact of the COVID-19 pandemic).

Our growth strategy involves expansion of our retail partnerships, which presents risks and challenges to our business.

In 2022, we began entering into broad-based partnerships with third-party retailers, and we have limited operating
experience executing this channel distribution strategy at scale. In addition, one of the initiatives under our strategic
transformation plan is to reduce the pace of new retail store openings and leverage our third-party partnerships to increase
brand awareness and reach new customers. This strategy has required, and will continue to require, investment in cross-
functional operations and management focus, along with investment in logistics, channel management, supporting
technologies, and headcount.

If our retail partners do not satisfy their obligations to us, if we are unable to meet our retail partners’ expectations and
demands, or if we decide to enter into additional partnerships and are unable to identify suitable retail partners or reach
agreements with them, we may fail to meet our business objectives with respect to our partnership strategy. In addition, the
terms of any additional retail partnerships that we establish may not be favorable to us. Our inability to successfully
implement retail partnerships may lead consumers to negatively perceive our brand and adversely affect our business,
financial condition, and results of operations. Also, in most cases, our agreements with such third-party retailers allow for
significant variability in the amount of product purchased from us, and there are risks that eventual order volumes may be
lower than initially projected. There can be no assurance that we will be able to continue our relationships with our retail
partners on the same or more favorable terms in future periods or that these relationships will continue beyond the terms of
our existing contracts with our retail partners.

Further, our retail partners may reduce their number of stores or operations or consolidate, undergo restructurings or
reorganizations, realign their affiliations, or promote products of our competitors over ours or liquidate. These events may
result in a decrease in the number of stores or e-commerce platforms that carry our products or cause us to lose customers,
decreasing our revenues and earnings growth.

Our business depends on our ability to maintain a strong community of engaged customers and Allgood Collective
Ambassadors, including through the use of social media. We may be unable to maintain and enhance our brand if we
experience negative publicity related to our marketing efforts or use of social media, we fail to maintain and grow our
network of Allgood Collective Ambassadors, or otherwise fail to meet our customers’ expectations.

As of December 31, 2022, we partnered with over 200 Ambassadors who were members of our Allgood Collective,
which is intended to help raise awareness of our brand and engage with our community. Our ability to maintain
relationships with our existing Allgood Collective Ambassadors and to identify new Ambassadors is critical to expanding
and maintaining our customer base. As our market becomes increasingly competitive or as we expand internationally,
recruiting, and maintaining new Ambassadors to join our Allgood Collective may become increasingly difficult. If we are
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not able to develop and maintain strong relationships with our Ambassador network, our ability to promote and maintain
awareness of our brand may be adversely affected. Further, if we incur excessive expenses in this effort, our business,
financial condition, and results of operations may be adversely affected.

We and our Allgood Collective Ambassadors use third-party social media platforms to raise awareness of our brand
and engage with our community. As existing social media platforms evolve and new platforms develop, we and our
Allgood Collective Ambassadors must continue to maintain a presence on these platforms and establish a presence on
emerging popular social media platforms. If we are unable to cost-effectively use social media platforms as marketing
tools, our ability to acquire new customers and our financial condition may suffer. Furthermore, as laws and regulations
governing the use of these platforms evolve, any failure by us, our Allgood Collective Ambassadors, or third parties acting
at our direction to abide by applicable laws and regulations in the use of these platforms could subject us to regulatory
investigations, class action lawsuits, liability, fines, or other penalties and adversely affect our business, financial condition,
and results of operations. In addition, an increase in the use of social media for product promotion and marketing may
cause an increase in the burden on us to monitor compliance of such content and increase the risk that such content could
contain problematic product or marketing claims in violation of applicable regulations.

Allgood Collective Ambassadors may engage in behavior or use their online presence or personal image in a manner
that reflects poorly on our brand or is in violation of applicable regulations or platform terms of service, and that may be
attributed to us. Negative commentary regarding us, our products, or Allgood Collective Ambassadors and other third
parties who are affiliated with us, whether accurate or not, may be posted on social media platforms at any time and may
adversely affect our reputation, brand, and business. The harm may be immediate, without affording us an opportunity for
redress or correction, and could have an adverse effect on our business, financial condition, and results of operations.

In addition, customer complaints or negative publicity related to our website, mobile app, products, product delivery
times, customer data handling, marketing efforts, security practices, or customer support, especially on blogs and social
media websites, could diminish customer loyalty and community engagement and harm our brand and business.

If we grow at a rapid pace, we may be unable to effectively manage our growth and the increased complexity of our
business and, as a result, our brand, business, and financial performance may suffer.

We have expanded our operations rapidly since our inception in 2015, and our net revenue has increased from $126.0
million in 2018 to $297.8 million in 2022. If our operations grow at a rapid pace, we may experience difficulties in
obtaining sufficient raw materials and manufacturing capacity to produce our products, as well as delays in production and
shipments, as our products are subject to risks associated with overseas sourcing and manufacturing. We could be required
to continue to expand our sales and marketing, product development, and distribution functions, invest in opening and
operating a greater number of retail stores in our existing jurisdictions and/or in new jurisdictions, upgrade our
management information systems and other processes and technology, and obtain more space for our expanding workforce.
This expansion could increase the strain on our resources, expose us to legal and compliance risk across new jurisdictions,
and cause us to experience operating difficulties, including difficulties in hiring, training, and managing an increasing
number of employees, especially to the extent the growth in our “flock” exposes us to a greater number of jurisdictions’
employment, health, and safety and other regulatory and compliance requirements. Any of these or other difficulties in
effectively managing our growth and the increased complexity of our business could result in the erosion of our brand
image which could have a material adverse effect on our financial condition.

Our financial results may be adversely affected if substantial investments in businesses and operations, including in our
retail stores, fail to produce expected returns.

From time to time, we may invest in technology, business infrastructure, new businesses, product offering, and
manufacturing innovation and expansion of existing businesses, such as our recent expansion of sales outside of the United
States, which require substantial cash investments and management attention. We expect to continue to evaluate the
number and geographic reach of our retail stores in the short- and mid-term and invest in a strategic manner, including in
connection with our strategic transformation plan to slow the pace of store openings in the U.S. and transition our
international go-to-market strategy. We believe cost-effective investments are essential to business growth and
profitability; however, significant investments are subject to typical risks and uncertainties inherent in developing a new
business or expanding an existing business. The failure of any significant investment to provide expected returns or
profitability could have a material adverse effect on our financial results and divert management attention from more
profitable business operations.
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We are subject to risks related to our ESG activities and disclosures, and our reputation and brand could be harmed if
we fail to meet our public sustainability targets and goals.

In 2020, we began making our carbon footprint calculations available for our products. In 2021, we announced a
highly ambitious sustainability strategy in service of our aim to help to reverse climate change through better business. Our
sustainability strategy has three strategic priorities: (1) Regenerative Agriculture, (2) Renewable Materials, and (3)
Responsible Energy. These priorities are underpinned by 10 targets, which we intend to achieve by the end of 2025, or the
2025 Targets. In addition, we have announced a goal to reduce our per-unit carbon emissions to less than 1 kg of carbon
dioxide equivalent emissions by 2030, or the 2030 Goal. We are aligning our ESG disclosures with the Sustainability
Accounting Standards Board and Task Force on Climate-Related Financial Disclosure frameworks, and we anticipate
continuing to make ESG disclosures and expanding the number of disclosures we make over time.

While our sustainability strategy and practices and the level of transparency with which we are approaching them are
foundational to our business, they expose us to several risks, including:

+ that we may fail or be unable to fully achieve one or more of the 2025 Targets or the 2030 Goal due to a range of
factors within or beyond our control (including a failure for governments and other third parties to make the
investments that are required to make infrastructure improvements, such as greater availability of cleaner energy
grids), or that we may adjust or modify our stated goals in light of new information, adjusted projections, or a
change in business strategy, any of which could negatively impact our brand, reputation, and business;

» that achieving the 2025 Targets and/or 2030 Goal may require us to expend significant resources, which could
divert the attention of our senior management and key personnel, delay the time by which we can achieve
profitability, harm us competitively, or otherwise limit our ability to make investments in our growth;

» that our disclosures related to ESG may result in heightened scrutiny from stakeholders or other third parties of
our ESG performance, activities, and decisions;

» that a failure to or perception of a failure to disclose metrics and set goals that are rigorous enough or in an
acceptable format, a failure to appropriately manage selection of goals, a failure to or perception of a failure to
make appropriate disclosures, stakeholder perception of a failure to prioritize the “correct” ESG goals, or an
unfavorable ESG-related rating by a third party could negatively impact our brand, reputation, and business;

+ that certain metrics we utilize receive limited or no assurance from and/or verification by third parties, may
involve a less rigorous review process than assurance sought in connection with more traditional audits, such a
review process may not identify errors and may not protect us from potential liability under the securities laws,
and, if we were to seek more extensive assurance or attestation with respect to such ESG metrics, we may be
unable to obtain such assurance or attestation or may face increased costs related to obtaining and/or maintaining
such assurance or attestation;

+ that the third-party data used in our carbon footprint calculations are determined to be wrong or become
unavailable to us for whatever reason, which would require us to find a new source of quality third-party data or
develop our own, either of which could require significant resources, a temporary suspension of sharing a carbon
footprint for each product, or an adjustment to carbon footprint numbers because of variations in the underlying
data, and if our stakeholders react unfavorably to any such situation or we fail to adequately manage any
transition, it could negatively impact our brand, reputation, and business;

+ that the ESG or sustainability standards, norms, or metrics, which are constantly evolving, change in a manner that
impacts us negatively or requires us to change the content or manner of our disclosures, and our stakeholders or
third parties view such change(s) negatively, we are unable to adequately explain such changes, or we are required
to expend significant resources to update our disclosures, any of which could negatively impact our brand,
reputation, and business; and

« that our brand, reputation, and business could be negatively impacted if any of our disclosures, including our

carbon footprint numbers, reporting to third-party ESG standards, or reporting against our 2025 Targets, 2030
Goal, or other goals, are inaccurate, perceived to be inaccurate, or alleged to be inaccurate.
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We are subject to risks related to our commitment to certain ESG criteria, which we call the Sustainability Principles
and Objectives Framework, or the SPO Framework.

The SPO Framework, which consists of ESG criteria that we have satisfied or that we intend to satisfy, was originally
described more fully in the section titled “The Sustainability Principles and Objectives Framework™ in our final prospectus
filed with the SEC on November 4, 2021 pursuant to Rule 424(b)(4). This is a new and untested framework, which was not
developed solely by disinterested third parties but was developed with input from Allbirds and other partners. There is no
basis for investors to, or track record by which investors can, assess the impact of the SPO Framework on our operations,
financial condition, and the market price of our Class A common stock. Our adherence to the SPO Framework may result
in additional costs to us in operating our business, including, for example, costs of the third-party ESG assessment, costs
related to meeting the carbon emissions reduction target, etc. We may not meet all of the SPO Framework (or any part
thereof) in the future. Further, any or all elements of the SPO Framework may be considered insufficient and/or
unsatisfactory and/or the credibility of the SPO Framework may be disregarded entirely. Because we committed publicly to
the SPO Framework, if we fail to make meaningful progress on ESG practices and matters or to continue to report
transparently across ESG practices and matters relating to the SPO Framework, our reputation could be harmed. We could
also damage our reputation and the value of our brand if we fail to act responsibly in the areas in which we report or fail to
demonstrate that our commitment to ESG principles enhances our overall financial performance. Any harm to our
reputation resulting from our failure or perceived failure to meet the SPO Framework could also impact employee
engagement and retention, the willingness of our supplier or manufacturers to do business with us, or investors’ willingness
to purchase or hold shares of our common stock, any of which could have a material and adverse effect on our business,
results of operations, and financial condition.

Our future success is substantially dependent on the continued service of our co-founders and co-Chief Executive
Officers, as well as other senior management, and our ability to attract and retain talent.

We depend on the continued services and performance of our senior management and other key personnel, including
Timothy Brown and Joseph Zwillinger, our co-founders and Co-Chief Executive Officers. Mr. Brown’s and Mr.
Zwillinger’s employment with us is at-will, which means that they may resign or could be terminated for any reason at any
time. Should either of them stop working for us for any reason, it is unlikely that the other co-founder would be able to
fulfill the responsibilities of the departing co-founder, nor is it likely that we would be able to immediately find a suitable
replacement. Our other senior management and key employees are also employed on an at-will basis. We currently do not
have “key person” insurance on any of our employees. The loss of key personnel, including members of management,
supply chain, innovation and sustainability, product development, marketing, and sales personnel, could disrupt our
operations and seriously harm our business.

To successfully grow and operate our business and execute our strategic plans, we must attract and retain highly
qualified personnel. Competition for executives and highly skilled personnel is often intense, especially in Northern
California, where our headquarters is located. As we become a more mature company, we may find our recruiting efforts
more challenging. Many of the companies with which we compete for experienced personnel have greater resources than
we have. The incentives to attract, retain, and motivate employees provided by our equity awards or by future
arrangements, such as through cash bonuses, may not be as effective as our past incentive or as the current incentives
offered by our competitors. We may not be successful in attracting, integrating, or retaining qualified personnel to fulfill
our current or future needs. We may experience difficulty in hiring and retaining highly skilled employees with appropriate
qualifications. Our recruiting efforts may also be limited or delayed by laws and regulations, such as restrictive
immigration laws, and restrictions on travel or availability of visas. For example, as we expand into new geographies,
including hiring of remote employees, we must navigate the recruiting and employment-related aspects of local rules and
requirements in each such jurisdiction as part of our hiring plans. Similarly, our rate of employee attrition could be
impacted by the pace and recovery of businesses and the job market as the COVID-19 pandemic subsides, the general
health of the economy, the rate of unemployment, the perceived or actual mobility of our highly skilled employees who
may be recruited away by our competitors, or our existing employees’ preferences with respect to remote or “hybrid”
working arrangements based on their experiences during the COVID-19 pandemic, which preferences may diverge from
the nature and conditions of the roles we believe are most appropriate for our business once the COVID-19 pandemic
subsides. If our employee attrition is higher than expected, we may find it difficult to fill our hiring needs without
substantial expense. Failure to manage our employee base and hiring needs effectively, including successfully recruiting
and integrating our new hires, or to retain and motivate our current personnel may adversely affect our business, financial
condition, and results of operations.

If we cannot maintain our culture and values as we grow, our business could be harmed.
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We believe that a critical component of our success has been our corporate culture and values. We have invested
substantial time and resources in building our culture, which is rooted in innovation, teamwork, and achieving profit with
purpose. Relatedly, we believe that our status as a PBC, our commitment to environmental conservation and sustainability,
and our certified B Corp status, all of which are foundational aspects of our culture and values, distinguish us from our
competitors and promote a relationship among our customers, partners, and employees founded on trust.

However, as we continue to grow, including geographically expanding our presence outside of our headquarters in San
Francisco, California, and developing the infrastructure associated with being a public company, we face a number of
challenges that may affect our ability to sustain our corporate culture and shared values, including:

* aneed to identify, attract, reward, and retain people in key leadership positions in our organization who share and
further our culture, values, mission, and public benefit objective;

+ the increasing size and geographic diversity of our workforce, which may limit our ability to promote a uniform
and consistent culture and set of shared values across all of our offices and employees globally;

» the wider array of alternative working arrangements we now permit or may in the future permit, including part-
time or flexible roles, fully remote roles, or “hybrid” roles (where a mix of in-person and remote work is
permitted);

+ the costs of our employee health and well-being initiatives and other ESG investments, which are required to
maintain our corporate culture and live up to our values, but which may be more expensive than those of our
competitors;

» the loss of our certified B Corp status;

* competitive pressures that may divert us from our mission, vision, and values, and may cause us to take actions
that are contrary to, or that our workforce views as contrary to, our culture or values;

*  our rapidly evolving industry; and
» the increasing need to develop expertise in new areas of business that affect us.

Any failure to preserve our corporate culture (or localize it authentically) or any failure to live up to our values as a
company, particularly those related to environmental conservation and sustainability, could negatively affect our brand and
reputation, harm our business, and limit our future success, including our ability to retain and recruit personnel and to
effectively focus on and pursue our corporate objectives.

Merchandise returns could harm our business.

We allow customers to return products under a return policy that we believe is more generous than the industry
standard. For example, for footwear, we generally accept merchandise returns for full refund or exchange if returned within
30 days of the original purchase date. Our revenue is reported net of returns, discounts, and any taxes collected from
customers and remitted to government authorities. We estimate an allowance for expected product returns based on
historical return trends. Revenue is presented net of the sales return allowance, and the expected inventory right of recovery
is presented as a reduction of cost of revenue. The introduction of new products, changes in customer confidence or
shopping habits or other competitive and general economic conditions could cause actual returns to exceed our estimates. If
actual return costs differ from previous estimates, the amount of the liability and corresponding revenue are adjusted in the
period in which such costs occur. In addition, from time to time, our products may be damaged in transit, which can also
increase return rates. Returned goods may also be damaged in transit as part of the return process which can impede our
ability to resell the returned goods. From time to time, customers have abused our return policy by, for example, not
appropriately returning shoes or returning shoes that have been worn repeatedly for all or most of the 30-day return
window and cannot be resold. Competitive pressures could cause us to alter our return policies or our shipping policies,
which could result in an increase in damaged products and an increase in product returns. If the rate of product returns
increases significantly or if product return economics become less efficient, our business, financial condition, and results of
operations could be harmed.
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Counterfeit or “knock-off” products, as well as products that are “inspired-by-Allbirds,” may siphon off demand we
have created for sustainable footwear and apparel, and may result in customer confusion, harm to our brand, a loss of
our market share, and/or a decrease in our results of operations.

We face competition from counterfeit or “knock-off” products manufactured and sold by third parties in violation of
our intellectual property rights, as well as from products that are inspired by our footwear in terms of sustainability, design,
and style, including private label offerings by digital retailers. In the past, third parties have established websites to target
users on Facebook or other social media platforms with “look alike” websites intended to trick users into believing that
they were purchasing Allbirds shoes at a steep discount. Some individuals who actually made purchases from such “look
alike” websites believed they had purchased from our actual website and subsequently submitted complaints to us.

These activities of third parties may result in customer confusion, require us to incur additional administrative costs to
manage customer complaints related to counterfeit goods, divert customers from us, cause us to miss out on sales
opportunities, and result in a loss of our market share. We could also be required to increase our marketing and advertising
spend. If consumers are confused by these other products and believe them to be actual Allbirds, we could be forced to deal
with dissatisfied customers who mistakenly blame us for poor service or poor-quality goods.

In addressing these or similar issues in the future, we may also be required to incur substantial expense to protect our
brand and enforce our intellectual property rights, including through legal action in the United States or in foreign
countries, which could negatively impact our results of operations and financial condition.

These and similar “counterfeit” or “inspired-by-Allbirds” issues could reoccur and could again result in customer
confusion, harm to our brand, a loss of our market share, and/or a decrease in our results of operations.

Certain of our key operating metrics are subject to inherent challenges in measurement, and any real or perceived
inaccuracies in such metrics or the underlying data may cause a loss of investor confidence in such metrics, and the
market price of our Class A common stock may decline.

We track certain key operating metrics using internal and/or external data analytics tools, which have certain
limitations, including, but not limited to, imperfect data collection (e.g., lack of emails and/or other identifiers for certain
customers who purchase via our retail channels and do not supply such information). In addition, we rely on data received
from third parties, including third-party platforms, to track certain performance indicators, and we may be limited in our
ability to verify such data. In addition, our methodologies for tracking metrics may change over time, which could result in
changes to the metrics we report. If we undercount or overcount performance due to the internal data analytics tools we use
or issues with the data received from third parties, if our internal data analytics tools contain algorithmic or other technical
errors, or if changes in access to third party data or external reporting standards require modifications to how we calculate
certain operating metrics, the data we report may not be accurate or comparable with prior periods. In addition, limitations,
changes, or errors with respect to how we measure data may affect our understanding of certain details of our business,
which could affect our longer-term strategies. If our performance metrics are not, or are not perceived to be, accurate
representations of our business, if we discover material inaccuracies in our metrics or the data on which such metrics are
based, or if we can no longer calculate any of our key performance metrics with a sufficient degree of accuracy, investors
could lose confidence in the accuracy and completeness of such metrics, which could cause the price of our Class A
common stock to decline.

Our business is affected by seasonality.

Our business is affected by the general seasonal trends common to the retail footwear and apparel industry. As a result,
historically, we have typically generated a higher proportion of net revenue, and incurred higher selling and marketing
expenses, during the holiday season in the fourth quarter of the year compared to other quarters, and we expect these trends
to continue. This seasonality may adversely affect our business and cause our results of operations to fluctuate.

Risks Related to Our Supply Chain

Our reliance on suppliers and manufacturers to provide materials for and to produce our products could cause
problems in our supply chain.

We do not manufacture our products or the raw materials for them and rely instead on suppliers. Many of the materials

used in our products are developed and manufactured by third parties and may be available, in the short-term, from only
one or a very limited number of sources, some of whom were and may continue to be impacted by the COVID-19
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pandemic and other external factors. Our contracts with some suppliers and manufacturers may not adequately meet our
production requirements, and we compete with other companies for raw materials and production.

We have experienced, and may in the future experience, a significant disruption in the supply of raw materials from
current sources and we may be unable to locate alternative materials suppliers of comparable quality at an acceptable price
in time, or at all. These issues and risks were exacerbated by the COVID-19 pandemic, which resulted in travel limitations
and stay-at-home orders in most or all parts of the world for much of 2020 and the early part of 2021. In addition, if we
experience significant increased demand, or if we need to replace an existing supplier or manufacturer, we may be unable
to locate additional supplies of raw materials or additional manufacturing capacity on terms that are acceptable to us, or at
all, or we may be unable to locate any supplier or manufacturer with sufficient capacity to meet our requirements or to fill
our orders in a timely manner. These issues and risks are increased as a result of our commitments to sustainability,
including our use of specific materials and manufacturing processes and the sustainability and ESG-related requirements
we impose on our suppliers, which generally limit the number of suppliers who could potentially satisfy our requirements.
Identifying a suitable supplier is an involved process that requires us to become satisfied with its quality control,
responsiveness and service, financial stability, environmental impact, and labor and other ethical practices. Even if we are
able to expand existing or find new manufacturing or materials sources, we may encounter delays in production and added
costs as a result of the time it takes to train our suppliers and manufacturers in our methods, products, and quality control
standards. Delays related to supplier changes could also arise due to an increase in shipping times if new suppliers are
located farther away from our markets or from other participants in our supply chain or if an alternative shipping and
transportation route is required, any of which could increase our overall environmental impact and which could also
negatively impact our reputation and the carbon footprint scoring of our products. Any delays, interruption, or increased
costs in the supply of materials or manufacture of our products could have an adverse effect on our ability to meet customer
demand for our products and result in lower net revenue and income from operations both in the short and long term.

Our business is subject to the risk of manufacturer concentration.

We depend significantly on a very limited number of third-party contract manufacturers for the sourcing of the vast
majority of our products. For example, during 2023, we plan to fully transition to a new footwear manufacturing partner in
Vietnam. As a result of this concentration in our supply chain, our business and operations would be negatively affected if
any of our key manufacturers were to experience significant disruption affecting the price, quality, availability, or timely
delivery of products. The partial or complete loss of these key manufacturers, or a significant adverse change in our
relationship with any of these manufacturers, could result in lost sales, added costs, and distribution delays that could harm
our business and customer relationships. In addition, as a result of our commitments to sustainability, including our use of
specific materials and manufacturing processes and the sustainability and ESG-related requirements we impose on our
contract manufacturers, there are generally fewer manufacturers who could potentially satisfy our requirements without
substantial lead time or without requiring us to incur much higher costs, so we may be unable to replace a key manufacturer
without substantial time and expense.

Failure of our contractors or our licensees’ contractors to comply with our supplier code of conduct, contractual
obligations, local laws, and other standards could harm our business.

We work with contractors, most of which are located outside of the United States, to manufacture our products. We
require the contractors that directly manufacture our products as well as those that manufacture the materials used to
manufacture our products to comply with our supplier code of conduct and other social, environmental, health, and safety
standards for the benefit of workers. We also require these contractors to comply with applicable standards for product
safety. Notwithstanding their contractual obligations to comply with our policies and applicable standards, from time to
time, contractors may not comply with such standards or applicable local law or our licensees may fail to enforce such
standards or applicable local law on their contractors. Significant or continuing noncompliance with such standards and
laws by one or more contractors could harm our reputation or result in a product recall and, as a result, could have an
adverse effect on our sales and financial condition. Similarly, agreements that we enter into with these contractors
generally do not require blanket exclusivity with us; as a result, some contractors may be permitted to work with parties
who could be deemed competitive, which could harm our business.

In addition, failure of one or more contractors to comply with applicable laws and regulations and contractual
obligations could lead to litigation against us or require us to initiate litigation to enforce our contracts, resulting in
increased legal expenses and costs. Furthermore, the failure of any such contractors to provide safe and humane factory
conditions and oversight at their facilities could damage our reputation with customers or result in legal claims against us.
Furthermore, any such noncompliance by our contractors, product recalls, or negative publicity regarding production
methods, alleged practices, or workplace or related conditions of any of our suppliers, manufacturers, or licensees could
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adversely affect our brand image, result in lost sales, require us to divert resources to address and remediate these issues,
expose us to legal claims, and force us to locate alternative suppliers, manufacturers or licensees, any of which could have
an adverse effect on our business, financial condition, and results of operations. Any of these issues with our contractors
could have a greater negative impact on us, due to the importance of ESG and sustainability practices to our brand and
business.

Failure of our suppliers or manufacturers to consistently provide high-quality materials and products could adversely
affect our brand and reputation and cause our business and results of operations to suffer.

Our success depends on our ability to provide our customers with the sustainable footwear and apparel they seek,
which in turn depends on the quantity and quality of the finished products provided by our manufacturing partners, which
depends on the quantity and quality of the raw materials they receive from our supply partners. We may be unable to
provide customers with the high-quality sustainable footwear and apparel they seek if our supply chain partners do not
consistently produce high-quality products for us to sell.

We believe that many of our new customers find us by word of mouth and other non-paid referrals from existing
customers. If existing customers are dissatisfied with their product experience due to defects in the materials or
manufacturing of our products or other quality related concerns, then they may stop buying our products and may stop
referring others to us, and we could experience an increase in the rate of product returns. If we are unable to retain existing
customers and attract new customers due to quality issues that we fail to identify and remedy, our growth prospects would
be harmed and our business could be adversely affected. If product quality issues are widespread or result in product
recalls, our brand and reputation could be harmed, we could incur substantial costs, and our results of operations and
financial condition could be adversely affected.

The fluctuating cost of raw materials could increase our cost of revenue and cause our results of operations and
financial condition to suffer.

The raw materials and commodities used by our suppliers and manufacturers include tree fiber, merino wool,
sugarcane, castor bean oil, natural rubber, recycled plastic bottles, and paper products. Our suppliers and manufacturers’
costs for raw materials and commodities are affected by, among other things, weather, consumer demand, rising interest
rates, inflation, speculation on the commodities market, the relative valuations and fluctuations of the currencies of
producer versus consumer countries, and other factors that are generally unpredictable and beyond our control. In addition,
if key suppliers, the footwear and apparel industry, or a group of countries adopt and enforce carbon pricing, then the price
of raw materials and commodities could increase. Increases in the cost of raw materials have had and could continue to
have a material adverse effect on our cost of revenue, results of operations, financial condition, and cash flows. As a result,
this may have an impact on pricing of our products. For example, in August 2021, we implemented a slight price increase
in certain of our products, and had further price increases in March 2022. It is uncertain if we will have to consider
additional future price increases in our products as a result of increases in the cost of raw materials and supplies, partially
due to the current inflationary environment. If we continue increasing the prices of our products, this may adversely impact
demand for our products by our customers.

The operations of our suppliers, most of which are located outside of the United States, are subject to additional risks
that are beyond our control and that could harm our business, financial condition, and results of operations.

Currently, most of our suppliers are located outside of the United States. As a result of our global suppliers, we are
subject to risks associated with doing business abroad, including:

* political unrest, terrorism, labor disputes, and economic instability resulting in the disruption of trade from foreign
countries in which our products are manufactured, including, for example, Vietnam, China, and Peru;

 the imposition of new laws and regulations, including those relating to labor conditions, quality, and safety
standards, imports, duties, taxes, and other charges on imports, as well as trade restrictions and restrictions on
currency exchange or the transfer of funds, particularly new or increased tariffs imposed by the United States on
imports from countries where our products are manufactured, including, for example, Vietnam, China, and Peru;

« greater challenges and increased costs with enforcing and periodically auditing or reviewing our suppliers and
manufacturers’ compliance with our supplier code of conduct, including their labor and sustainability practices,
given that their facilities are located outside of the United States and, in many cases, far away from our offices and
management;
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* reduced protection for intellectual property rights, including trademark protection, in some countries, particularly
China;

« disruptions in operations due to global, regional, or local public health crises or other emergencies or natural
disasters, including, for example, disruptions due to the ongoing COVID-19 pandemic given the emergence of new
variants and disparities in availability of vaccines in different parts of the world;

+ disruptions or delays in shipments; and
+ changes in local economic conditions in countries where our manufacturers, suppliers, or customers are located.

These and other factors beyond our control, particularly in light of the COVID-19 pandemic, could interrupt our
suppliers’ production, influence the ability of our suppliers to export our products cost-effectively or at all, and inhibit our
suppliers’ ability to procure certain materials, any of which could harm our business, financial condition, and results of
operations.

Shipping and delivery are critical parts of our business and any changes in, or disruptions to, our shipping and delivery
arrangements could adversely affect our business, financial condition, and results of operations.

We rely on several ocean, air parcel, and “less than truckload” carriers to deliver the products we sell. If we are not
able to negotiate acceptable pricing and other terms with these providers, or if these providers experience performance
problems or other difficulties in processing our orders or delivering our products to customers, it could negatively impact
our results of operations, financial condition, and our customers’ experience. For example, changes to the terms of our
shipping arrangements or the imposition of surcharges or surge pricing may adversely impact our margins and profitability.
In addition, our ability to receive inbound inventory efficiently and ship merchandise to customers may be negatively
affected by factors beyond our and these providers’ control, including pandemic, weather, fire, flood, power loss,
earthquakes, acts of war or terrorism, or other events specifically impacting other shipping partners, such as labor disputes,
financial difficulties, system failures, and other disruptions to the operations of the shipping companies on which we rely.
We have in the past experienced, and may in the future experience, shipping delays for reasons outside of our control. We
are also subject to risks of damage or loss during delivery by our shipping vendors. If the products ordered by our
customers are not delivered in a timely fashion, including to international customers, or are damaged or lost during the
delivery process, our customers could become dissatisfied and cease buying products from us, which would adversely
affect our business, financial condition, and results of operations.

If we do not successfully optimize, operate, and manage our global network of third-party owned and operated logistics
and distribution centers, our business, financial condition, and results of operations could be harmed.

Our success depends on our global logistics and distribution network. Currently, we rely predominantly on a few third-
party logistics providers to store our finished products in, and distribute our products to customers from, their distribution
center locations in the United States, Canada, United Kingdom, the Netherlands, China, Japan, South Korea, and New
Zealand. Our ability to meet customer expectations, manage inventory, complete sales, and achieve objectives for operating
efficiencies and growth, particularly in emerging markets, depends on the proper operation of these third parties’
distribution facilities, the development or expansion of additional distribution capabilities, and the timely performance of
services by third parties (including those involved in shipping product to and from our distribution facilities). If we
continue to add third-party logistics providers, require them to expand their fulfillment, distribution, and warehouse
capabilities, including adding additional locations in new countries, add products categories with different fulfillment
requirements, or change the mix of products that we sell, our global logistics and distribution network will become
increasingly complex and operating it will become more challenging for us and our third-party logistics providers. The
expansion and growth of our logistics and distribution center network may put pressure on our managerial, financial,
operational, and other resources. In addition, we may be required to expand our capacity sooner than we anticipate. If we
are unable to secure new or expand existing third-party logistics providers to meet our future needs, our order fulfillment
and shipping times may be delayed and our business, financial condition, and results of operations could be adversely
affected. The third-party owned and operated logistics and distribution centers we rely on could be interrupted by issues
beyond our control, including information technology problems, disasters such as earthquakes or fires, or outbreaks of
disease or government actions taken to mitigate their spread. For example, during the COVID-19 pandemic, several
logistics providers we rely on faced staffing shortages, which impacted their businesses and resulted in delayed shipping
and delivery times. Any significant failure in our distribution facilities could result in an adverse effect on our business. We
maintain business interruption insurance, but it may not adequately protect us from adverse effects caused by significant
disruptions in our third-party logistics and distribution centers.
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Risks Related to Intellectual Property, Information Technology, and Data Security and Privacy

Our failure or inability to protect or enforce our intellectual property rights could diminish the value of our brand and
weaken our competitive position.

We currently rely on a combination of trademark, trade dress, copyright, patent, and unfair competition laws, as well
as confidentiality procedures and licensing arrangements, to establish and protect our intellectual property rights. The steps
we take to protect our intellectual property rights may not be adequate to prevent infringement of these rights by others. We
regularly face the imitation of our products, the manufacture and distribution of “knock-off” and counterfeit products, and
the misappropriation of our brand and product names. For instance, we have had to litigate against a third party
misappropriating our WOOL RUNNERS trademark and have had to enforce against third parties manufacturing and selling
products that violate our design patents.

In addition, intellectual property protection may be unavailable or limited in some foreign countries where laws or law
enforcement practices may not protect our intellectual property rights as fully as in the United States, and it may be more
difficult for us to successfully challenge the use of our intellectual property rights by other parties in these countries. For
instance, some of our trademark or trade dress applications may not be approved by the applicable governmental authorities
because they are determined to lack sufficient distinctiveness, and, even if approved, may be challenged by third parties for
this same reason. If we fail to protect and maintain our intellectual property rights, the value of our brand could be
diminished, and our competitive position may suffer.

Our trademarks and other proprietary rights could potentially conflict with the rights of others, and we may be
prevented from selling some of our products.

Our success depends in large part on our brand image. We believe that our trademarks and other proprietary rights
have significant value and are important to identifying and differentiating our products from those of our competitors and
creating and sustaining demand for our products. We have applied for and obtained some U.S., E.U., and foreign trademark
registrations, and will continue to evaluate the registration of additional trademarks as appropriate. However, some or all of
these pending trademark applications may be refused due to prior conflicting trademarks or for other reasons. We also have
and may continue to encounter “squatters” or bad actors that either apply to register or “squat” on previously acquired
trademarks that are identical or related to our trademarks. In such scenarios, third parties hope to use their prior rights as
leverage to extract a favorable monetary settlement or acquisition of their rights; in some instances, we are required to
expend both financial and internal resources to address such filings.

Moreover, even if our applications are approved, third parties may seek to oppose, invalidate, or otherwise challenge
these registrations for these same reasons, particularly as we expand our business and the number of products we offer. For
example, currently, we are defending invalidation actions in China against a number of our granted registrations.

Our defense of any claim, regardless of its merit, could be expensive and time consuming and could divert
management resources. Successful infringement claims against us could result in significant monetary liability or prevent
us from selling some of our products. In addition, resolution of claims may require us to redesign our products, license
rights from third parties, or cease using those rights altogether. Any of these events could harm our business and cause our
results of operations, liquidity, and financial condition to suffer.

The inability to acquire, use, or maintain our marks and domain names for our websites could substantially harm our
business, financial condition, and results of operations.

We currently are the registrant of marks for our products in numerous jurisdictions and are the registrant of the internet
domain name for the website allbirds.com, as well as various related domain names. However, we have not registered our
marks represented by our domain names in all international jurisdictions. Domain names generally are regulated by internet
regulatory bodies and may not be generally protectable as trademarks in and of themselves. We have incurred, and as our
business grows, may continue to incur material costs in connection with the registration, maintenance, and protection of our
marks. If we do not have or cannot obtain on reasonable terms the ability to use our marks in a particular country, or to use
or register our domain name, we could be forced either to incur significant additional expenses to market our products
within that country, including the development of a new brand and the creation of new promotional materials and
packaging, or to elect not to sell products in that country. Either result could adversely affect our business, financial
condition, and results of operations.

Furthermore, the regulations governing domain names and laws protecting marks and similar proprietary rights could
change in ways that block or interfere with our ability to use relevant domains or the Allbirds brand. Regulatory bodies also
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may establish additional generic or country-code top-level domains or may allow modifications of the requirements for
registering, holding, or using domain names. As a result, we might not be able to register, use, or maintain the domain
names that use the name Allbirds in all of the countries and territories in which we currently or intend to conduct business.

Additionally, we might not be able to prevent third parties from registering, using, or retaining domain names that
interfere with our customer communications or infringe or otherwise decrease the value of our marks, domain names, and
other proprietary rights. For example, we have in the past been the target of, and may in the future be the target of,
fraudulent websites with similar domain names or content to us that attempt to divert our customer traffic and defraud our
customers. Any inability to prevent these practices could adversely affect our brand and make it more difficult for users to
find our website.

Any material disruption of our information technology systems or unexpected network interruption could disrupt our
business and reduce our sales.

We are increasingly dependent on information technology networks and systems, our website, and various third parties
to market and sell our products and to manage a variety of business processes and activities and to comply with regulatory,
legal, and tax requirements. For example, we depend on information technology systems and third parties to operate our
websites, process transactions online and in our stores, respond to customer inquiries, manage inventory, purchase, sell,
and ship goods on a timely basis, and maintain cost-efficient operations. We also depend on our information technology
infrastructure for digital marketing activities and for electronic communications among our personnel, customers,
manufacturers, and suppliers around the world. Our website, portions of which are run through Shopify, and information
technology systems, some of which are managed by third parties, may be susceptible to damage, disruptions, slowdowns,
or shutdowns due to failures during the process of upgrading or replacing software, databases, or components, fire, flood,
power outages, hardware failures, terrorist attacks, acts of war, break-ins, earthquakes, or catastrophic events.

Due to the importance of our website and internet-related operations, we are vulnerable to website downtime and other
technical failures, which may be outside of our control. Further, any slowdown or material disruption of our systems, or the
systems of our third-party service providers, or our website could disrupt our ability to track, record, and analyze the
products that we sell and could negatively impact our operations, shipment of goods, ability to process financial
information and transactions, and our ability to receive and process customer orders or engage in normal business
activities. Our third-party technology providers may also change their policies, terms, or offerings from time to time, may
fail to introduce new features and offerings that meet our needs as we expand, or may cease to provide services to us on
favorable terms, or at all, which could require us to adjust how we use our information technology systems, including our
website, or switch to alternative third-party service providers which could be costly, cause interruptions, and could
ultimately adversely affect our business, financial condition, results of operations, and growth prospects. Furthermore, we
could experience delays in reporting our financial results.

We use complex custom-built proprietary software in our technology infrastructure. Our proprietary software may
contain undetected errors or vulnerabilities, some of which may be significant and may only be discovered after the
software has been implemented in our production environment or released to end users. In addition, we seek to continually
update and improve our software, and we may not always be successful in executing these upgrades and improvements,
and the operation of our systems may be subject to slowdown or failure. For example, in the past we have experienced
minor slowdowns and/or impaired functionality while updating our website. Moreover, new technologies or infrastructures
may not be fully integrated with existing systems on a timely basis, or at all. Any errors or vulnerabilities discovered in our
software after commercial implementation or release could result in damage to our reputation, loss of customers,
exploitation by bad actors resulting in data breaches or unauthorized modification of our software, disruption to our digital
channels, loss of revenue, or liability for damages, any of which could adversely affect our growth prospects and our
business.

Additionally, if we expand our use of third-party services, including cloud-based services, our technology
infrastructure may be subject to increased risk of slowdown or interruption as a result of integration with or subsequent
dependence on such services and/or failures by such third parties, which are out of our control. Our net revenue depends on
the number of visitors who shop on our website and the volume of orders we can handle. Unavailability of our website or
mobile app or reduced order fulfillment performance would reduce the volume of goods sold and could also adversely
affect customer perception of our brand. In addition, continued growth in our transaction volume, as well as surges in
online traffic and orders associated with promotional activities or seasonal trends in our business, place additional demands
on our technology platform, and could cause or exacerbate slowdowns or interruptions. If there is a substantial increase in
the volume of traffic on our website or the number of orders placed by customers, we will be required to further expand,
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scale, and upgrade our technology, transaction processing systems, and network infrastructure. There can be no assurance
that we will be able to accurately project the rate or timing of increases, if any, in the use of our website or mobile app or
expand, scale, and upgrade our technology, systems, and infrastructure to accommodate such increases on a timely basis. In
order to remain competitive, we must continue to enhance and improve the responsiveness, functionality, and features of
our website, mobile app and underlying technology infrastructure, which is particularly challenging given the rapid rate at
which new technologies, customer preferences and expectations, and industry standards and practices are evolving in the
eCommerce industry. These types of activities subject us to inherent costs and risks associated with replacing and changing
these systems, including impairment of our ability to fulfill customer orders, potential disruption of our internal control
structure, capital expenditures, additional administration, and operating expenses, acquisition, and retention of sufficiently
skilled personnel to implement and operate the new systems, demands on management time, the introduction of errors or
vulnerabilities, and other risks and costs of delays or difficulties in transitioning to or integrating new systems into our
current systems. Our or our third-party vendors’ inability to continue to update, improve, and scale our website or mobile
app and the underlying technology infrastructure (including upgrades to or replacement of legacy systems with successor
systems or building new policies, procedures, training programs, and monitoring tools) could harm our reputation and our
ability to acquire, retain, and serve our customers, which could adversely affect our business, financial condition, and
results of operations.

Further, we endeavor to continually upgrade existing technologies and business applications, and we may be required
to implement new technologies or business applications in the future. The implementation of upgrades and changes
requires significant investments. Our results of operations may be affected by the timing, effectiveness, and costs
associated with the successful implementation of any upgrades or changes to our systems and infrastructure.

If the technology-based systems that give our customers the ability to shop with us online do not function effectively, our
results of operations, as well as our ability to grow our digital business globally, could be materially adversely affected.

Any failure on our part to provide attractive, effective, reliable, user-friendly digital platforms that offer a wide
assortment of merchandise with rapid delivery options and that continually meet the changing expectations of online
shoppers could place us at a competitive disadvantage, result in the loss of digital and other sales, harm our reputation with
customers, have a material adverse impact on the growth of our digital business globally, and could have a material adverse
impact on our business and results of operations.

Risks specific to our digital business also include diversion of sales from our company-operated stores, difficulty in
recreating the in-store experience through direct channels and liability for online content. Our failure to successfully
respond to these risks might adversely affect sales in our digital business, as well as damage our reputation and brand.

In the event that it is more difficult for our customers to buy products from us on their mobile devices, or if our
customers choose not to buy products from us on their mobile devices or to use mobile products that do not offer access to
our websites, our customer growth could be harmed and our business, financial condition, and results of operations may be
adversely affected.

We are subject to risks related to online payment methods.

We currently accept payments using a variety of methods, including credit cards and debit cards. As we offer new
payment options to consumers, we may be subject to additional regulations, compliance requirements, fraud and other
risks. For certain payment methods, we pay interchange and other fees, which may increase over time and raise our
operating costs and lower profitability. We are also subject to payment card association operating rules and certification
requirements, including the Payment Card Industry Data Security Standard, or PCI DSS, and rules governing electronic
funds transfers, which could change or be reinterpreted to make it difficult or impossible for us to comply. Failure to
comply with PCI DSS or to meet other payment card standards may result in the imposition of financial penalties or the
allocation by the card brands of the costs of fraudulent charges to us.

If sensitive information about our customers is actually or alleged to have been disclosed, or if we or our third-party
providers are subject to real or perceived cyberattacks or misuse, our customers may curtail use of our website or mobile
app, we may be exposed to liability, and our reputation could suffer.

Operating our business and platform involves the collection, storage, and transmission of a variety of sensitive
information, which we may share with our third-party service providers. In an effort to protect sensitive information, we
rely on a variety of security measures, but advances in computer capabilities, increasingly sophisticated tools and methods
used by hackers and cyber terrorists, new discoveries in the field of cryptography, or other developments may result in our
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or our third party service providers’ (a) failure or inability to detect cyberattacks or (b) failure or inability to adequately
protect sensitive information.

Like other eCommerce companies, we are also vulnerable to hacking, malware, supply chain attacks, computer
viruses, unauthorized access, and various other attacks by computer hackers (such as phishing or social engineering attacks,
ransomware attacks, credential stuffing attacks, denial-of-service attacks, exploitation of software vulnerabilities, and other
real or perceived cyberattacks) as well as cybersecurity incidents caused by telecommunication failures, user errors, or
intentional or accidental actions or inactions by users with authorized access to our systems. Additionally, certain
functional areas of our workforce operate in a “hybrid” or fully remote work environment, which has heightened the risk of
these potential vulnerabilities. Any of these issues could lead to interruptions or shutdowns of our platform, loss or
corruption of data or unauthorized access to, or disclosure of sensitive information. Cyberattacks could also result in the
theft of our intellectual property, damage to our IT systems or disruption of our ability to make financial reports, and other
public disclosures required of public companies. We have been subject to attempted cyber, phishing, or social engineering
attacks in the past and may continue to be subject to such attacks and other cybersecurity incidents in the future. We and
our third-party service providers may not have the resources or technical sophistication to anticipate or prevent all such
cyberattacks. Moreover, techniques used to obtain unauthorized access to systems change frequently and may not be
known until launched against us or our third-party service providers. Security breaches can also occur as a result of non-
technical issues, including intentional or inadvertent actions by our employees, our third-party service providers, or their
personnel.

If we or our third-party service providers experience, or are believed to have experienced, security breaches that result
in marketplace performance or availability problems or the loss or corruption of, or unauthorized access to or disclosure of,
sensitive information, consumers may become unwilling to provide us the information necessary to make purchases on our
website. Existing customers may also decrease or stop their purchases altogether. While we maintain cyber errors and
omissions insurance coverage that covers certain aspects of cyber risks, these losses may not be adequately covered by
insurance or other contractual rights available to us. The successful assertion of one or more large claims against us that
exceed or are not covered by our insurance coverage or changes in our insurance policies, including premium increases or
the imposition of large deductible or co-insurance requirements, could make us unable to acquire such insurance and may
have an adverse effect on our business, financial condition, and results of operations.

Furthermore, we may be required to disclose personal data pursuant to demands from individuals, privacy advocates,
regulators, government agencies, and law enforcement agencies in various jurisdictions with conflicting privacy and
security laws. Any disclosure or refusal to disclose personal data may result in a breach of privacy and data protection
policies, notices, laws, rules, court orders, and regulations and could result in proceedings or actions against us in the same
or other jurisdictions, damage to our reputation and brand, and inability to provide our products to customers in certain
jurisdictions. Additionally, changes in the laws and regulations that govern our collection, use, and disclosure of customer
data could impose additional requirements with respect to the retention and security of customer data, could limit our
marketing activities, and have an adverse effect on our business, financial condition, and results of operations.

Failure to comply with federal, state, or foreign laws and regulations or our contractual obligations or industry
requirements relating to privacy, data protection, and customer protection, or the expansion of current or the enactment
of new laws and regulations relating to privacy, data protection, and customer protection, could adversely affect our
business and our financial condition.

We collect and maintain significant amounts of data relating to our customers and employees, and we face risks
inherent in handling large volumes of data, transferring such data to third parties, processing such data for tracking and
marketing purposes (or providing such data to third parties for tracking and marketing purposes), and protecting the
security of such data. Our actual or perceived failure to comply with any federal, state, or foreign laws and regulations, or
applicable industry standards that govern or apply to our collection, use, retention, sharing, and security of data, or any
failure by any of our third party service providers to protect such data that they may maintain on our behalf, could result in
enforcement actions that require us to change our business practices in a manner that may negatively impact our revenue,
result in indemnity obligations to our customers, distract our management, increase our costs of doing business, as well as
expose ourselves to litigation, fines, civil, and/or criminal penalties and adverse publicity that could cause our customers to
lose trust in us, negatively impacting our reputation and business (including our brand) in a manner that harms our financial
position, results in a loss of customers and suppliers or an inability to process credit card payments, and may result in the
imposition of monetary penalties. Laws and regulations in the United States and around the world restrict how information
about individuals is collected, processed, stored, used, and disclosed, as well as set standards for its security, implement
notice requirements regarding privacy practices, and provide individuals with certain rights regarding the use, disclosure,
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and sale of their protected personal information. These laws and regulations are still being tested in courts, and they are
subject to new and differing interpretations by courts and regulatory officials. We are working to comply with the privacy
and data protection laws and regulations that apply to us, and we anticipate needing to devote significant additional
resources to complying with these laws and regulations. It is possible that these laws and regulations may be interpreted
and applied in a manner that is inconsistent from jurisdiction to jurisdiction or inconsistent with our current policies and
practices.

In the United States, both federal and various state governments have adopted, or are considering, laws, guidelines, or
rules for the collection, distribution, use, and storage of information collected from or about consumers or their devices.
For example, California enacted the California Consumer Privacy Act, or the CCPA, which went into effect on January 1,
2020. The CCPA gives California residents expanded rights to access and delete their personal information, opt out of
certain personal information sharing, and receive detailed information about how their personal information is used. The
CCPA provides for civil penalties for violations, as well as statutory damages and a private right of action for data breaches
that is expected to increase data breach litigation. Further, in November 2020, California voters passed the California
Privacy Rights Act, or CPRA. The CPRA took effect on January 1, 2023 and creates obligations with respect to certain
data relating to consumers as of January 1, 2022, significantly expands the CCPA, including by introducing additional
obligations such as data minimization and storage limitations, granting additional rights to consumers, such as correction of
personal information and additional opt-out rights, and creates a new entity, the California Privacy Protection Agency, to
implement and enforce the law. Personal information we handle may be subject to the CCPA and CPRA, which may
increase our compliance costs and potential liability. Further, Virginia, Colorado, Utah, and Connecticut have all passed
privacy laws that took effect or will take effect in 2023, but aspects of these state privacy statutes remain unclear, resulting
in further legal uncertainty and potentially requiring us to modify our data practices and policies and to incur substantial
additional costs and expenses in an effort to comply. Other states have considered similar bills, which could be enacted in
the future. In addition to fines and penalties that may be imposed for failure to comply with state law, some states also
provide for private rights of action to customers for misuse of or unauthorized access to personal information.

Certain requirements from our third-party technology and platform providers may also cause us to modify our
offerings due to privacy concerns or negatively affect our revenue due to reduced availability of information about
consumers. For example, Apple i0OS 14.5 requires apps in the Apple App Store to opt in to the tracking of users across apps
and websites owned by third parties for advertising and measurement purposes. Google introduced a similar feature in
early 2022. Changes like this may reduce the quality of the data and related metrics that can be collected or used by us and/
or our partners. In addition, such changes could significantly inhibit the effectiveness of our targeted advertising and
related activities.

In addition to risks posed by new privacy laws, we could be subject to claims alleging violations of long-established
federal and state privacy and consumer protection laws, including those related to telephone and email communications
with consumers. As an example, the Telephone Consumer Protection Act, or TCPA, is a federal law that imposes
significant restrictions on the ability to make telephone calls or send text messages to mobile telephone numbers without
the prior consent of the person being contacted. The TCPA provides for substantial statutory damages for violations, which
has generated extensive class action litigation. In addition, class action plaintiffs in the United States are employing novel
legal theories to allege that federal and state eavesdropping/wiretapping laws and state constitutions prohibit the use of
analytics technologies widely employed by website and mobile app operators to understand how their users interact with
their services. Despite our compliance efforts, our use of text messaging communications or similar analytics technologies
could expose us to costly litigation, government enforcement actions, damages, and penalties, which could adversely affect
our business, financial condition, and results of operations.

Outside of the United States, certain foreign jurisdictions, including the European Economic Area, or EEA, and the
United Kingdom, have laws and regulations which are more restrictive in certain respects than those in the United States.
For example, the EEA and the United Kingdom have adopted the GDPR, which may apply to our collection, control, use,
sharing, disclosure, and other processing of data relating to an identified or identifiable living individual (personal data).
The GDPR, and national implementing legislation in EEA member states and the United Kingdom, impose a strict data
protection compliance regime including: providing detailed disclosures about how personal data is collected and processed
(in a concise, intelligible and easily accessible form); granting new rights for data subjects in regard to their personal data
(including the right to be “forgotten” and the right to data portability), as well as enhancing current rights (e.g., data subject
access requests); requirements to have data processing agreements in place to govern the processing of personal data on
behalf of other organizations; introducing the obligation to notify data protection regulators or supervisory authorities (and
in certain cases, affected individuals) of significant data breaches; maintaining a record of data processing; and complying
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with the principal of accountability and the obligation to demonstrate compliance through policies, procedures, trainings,
and audits.

In addition, we are subject, or may become subject, to various other data privacy and security laws and regulations of
other foreign jurisdictions, including those in China and South Korea. On June 10, 2021, the Peoples Republic of China, or
the PRC, passed the PRC Data Security Law, or the DSL. The DSL, which became effective on September 1, 2021,
imposes data privacy and cybersecurity obligations on entities carrying out processing of personal data and stipulates that
entities processing of data outside China will be liable for damages to the interests of PRC citizens. Also, on August 20,
2021, the PRC passed the Personal Information Protection Law, or the PIPL. The PIPL, which took effect in November

2021, puts in place rules for processing personal information of PRC citizens. Like the GDPR and CCPA, the DSL and
PIPL apply to processing of personal information outside China but for purpose of providing products or services to PRC
citizens.

Since we collect and process personal information on PRC citizens, we are or may become subject to and may be
ordered to comply with PRC regulations associated with the DSL and PIPL. In addition, we may be subject to heightened
PRC regulatory scrutiny in the future. As there remains significant uncertainty in the interpretation and enforcement of the
DSL and the PIPL, we cannot assure you that we will comply with such regulations in all respects. Any non-compliance
may subject us to fines, orders to remediate or terminate any actions that are deemed illegal by regulatory authorities, as
well as damage to our reputation, or legal proceedings against us, which may affect our business, financial condition, or
results of operations.

We also may be subject to European Union rules with respect to cross-border transfers of personal data out of the
EEA. Recent legal developments in Europe have created complexity and uncertainty regarding transfers of personal data
from the EEA to the United States. We may make use of alternative data transfer mechanisms such as standard contractual
clauses, or SCCs, approved by the European Commission on June 4, 2021. These new SCCs may require us to expend
significant resources to update our contractual arrangements and to comply with such obligations. Further, data protection
authorities may require measures to be put in place in addition to SCCs for transfers to countries outside of the EEA, as
well as Switzerland and the United Kingdom. Our third-party service providers may also be affected by these changes. In
addition to other impacts, we may experience additional costs to comply with these changes, and we and our customers
face the potential for regulators in the EEA, Switzerland, or the United Kingdom to apply different standards to the transfer
of personal data to the United States and other non-EEA countries, and to block, or require ad hoc verification of measures
taken with respect to certain data flows to the United States and other non-EEA countries. We also may be required to
engage in new contract negotiations with third parties that aid in processing data on our behalf, to the extent that any of our
service providers or consultants have been relying on invalidated or insufficient contractual protections for compliance
with evolving interpretations of and guidance for cross-border data transfers pursuant to the GDPR. In such cases, we may
not be able to find alternative service providers, which could limit our ability to process personal data from the EEA,

Switzerland, or the United Kingdom and increase our costs.

These recent developments may require us to review and amend the legal mechanisms by which we make and/or
receive personal data transfers to/in the United States. As supervisory authorities issue further guidance on personal data
export mechanisms, including circumstances where the standard contractual clauses cannot be used and/or start taking
enforcement action, we could suffer additional costs, complaints, and/or regulatory investigations or fines, and/or if we are
otherwise unable to transfer personal data between and among countries and regions in which we operate, it could affect
the manner in which we provide our services, the geographical location or segregation of our relevant systems and
operations, and could adversely affect our business, financial condition, and results of operations.

Fines for certain breaches of the GDPR are up to the greater of 20 million euros or 4% of total global annual turnover.
In addition to the foregoing, a breach of the GDPR could result in regulatory investigations, reputational damage, orders to
cease/change our processing of our data, enforcement notices, and/or assessment notices (for a compulsory audit). We may
also face civil claims including representative actions and other class action type litigation (where individuals have suffered
harm), potentially amounting to significant compensation or damages liabilities, as well as associated costs, diversion of
internal resources, and reputational harm.

The United Kingdom has implemented legislation similar to the GDPR, including the U.K. Data Protection Act and
legislation similar to the GDPR referred to as the U.K. GDPR, which provides for fines of up to the greater of 17.5 million
British Pounds or 4% of a company’s worldwide turnover, whichever is higher. Additionally, the relationship between the
United Kingdom and the European Union in relation to certain aspects of data protection law remains unclear following the
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United Kingdom’s exit from the European Union, including with respect to regulation of data transfers between E.U.
member states and the United Kingdom. On June 28, 2021, the European Commission announced a decision of “adequacy”
concluding that the United Kingdom ensures an equivalent level of data protection to the GDPR, which provides some
relief regarding the legality of continued personal data flows from the EEA to the United Kingdom. Some uncertainty
remains, however, as this adequacy determination must be renewed after four years and may be modified or revoked in the
interim. We cannot fully predict how the Data Protection Act, the U.K. GDPR, and other U.K. data protection laws or
regulations may develop in the medium to longer term nor the effects of divergent laws and guidance regarding how data
transfers to and from the United Kingdom will be regulated.

We are also subject to evolving E.U. privacy laws on cookies and e-marketing. In the European Union, regulators are
increasingly focusing on compliance with requirements in the online behavioral advertising ecosystem, and current national
laws that implement the ePrivacy Directive will be replaced by an E.U. regulation known as the ePrivacy Regulation which
will significantly increase fines for non-compliance. In the European Union, informed consent is required for the placement
of a cookie or similar technologies on a user’s device and for direct electronic marketing. The GDPR also imposes
conditions on obtaining valid consent, such as a prohibition on pre-checked consents and a requirement to ensure separate
consents are sought for each type of cookie or similar technology. While the text of the ePrivacy Regulation is still under
development and not expected to take effect until sometime in 2023, a European court decision and regulators’ recent
guidance are driving increased attention to cookies and tracking technologies. If regulators start to enforce the strict
approach in recent guidance, this could lead to substantial costs, require significant systems changes, limit the effectiveness
of our marketing activities, divert the attention of our technology personnel, adversely affect our margins, increase costs,
and subject us to additional liabilities. Regulation of cookies and similar technologies, and any decline of cookies or similar
online tracking technologies as a means to identify and potentially target individuals, may lead to broader restrictions and
impairments on our marketing and personalization activities, and may negatively impact our efforts to understand users.

Furthermore, compliance with legal and contractual obligations requires us to make public statements about our
privacy and data security practices, including the statements we make in our online privacy policy. Although we endeavor
to comply with these statements, should they prove to be untrue or be perceived as untrue, even through circumstances
beyond our reasonable control, we may face litigation, claims, investigations, inquiries, or other proceedings by the U.S.
Federal Trade Commission, state attorneys general, and other federal, state, and foreign regulators and private litigants
alleging violations of privacy or consumer protection laws.

Any actual or perceived non-compliance with these rapidly changing laws, regulations, or standards or our contractual
obligations relating to privacy, data protection, and consumer protection by us or the third-party companies we work with
could result in litigation and proceedings against us by governmental entities, consumers, or others, fines and civil or
criminal penalties for us or company officials, obligations to cease offerings or to substantially modify our business in a
manner that makes it less effective in certain jurisdictions, negative publicity, and harm to our brand and reputation, and
reduced overall demand for our products, any of which could have an adverse effect on our business, financial condition,
and results of operations.

Use of social media, emails, push notifications, and text messages in ways that do not comply with applicable laws and
regulations, lead to the loss or infringement of intellectual property, or result in unintended disclosure may harm our
reputation or subject us to fines or other penalties.

We use social media, emails, push notifications, and text messages as part of our omni-channel approach to marketing.
As laws and regulations evolve to govern the use of these channels, the failure by us, our employees, or third parties acting
at our direction to comply with applicable laws and regulations in the use of these channels could adversely affect our
reputation or subject us to fines or other penalties. In addition, our employees or third parties acting at our direction may
knowingly or inadvertently make use of social media in ways that could lead to the loss or infringement of intellectual
property, as well as the public disclosure of proprietary, confidential, or sensitive personal information of our business,
employees, learners, partners, or others. Information concerning us or our customers, whether accurate or not, may be
posted on social media platforms at any time and may have an adverse impact on our brand, reputation, or business. The
harm may be immediate without affording us an opportunity for redress or correction and could have a material adverse
effect on our reputation, business, results of operations, financial condition, and prospects.
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Risks Related to Other Legal, Regulatory, and Taxation Matters

Government regulation of the internet and eCommerce is evolving, and unfavorable changes or failure by us to comply
with these regulations could substantially harm our business, financial condition, and results of operations.

We are subject to general business regulations and laws as well as regulations and laws specifically governing the
internet and eCommerce. Existing and future regulations and laws could impede the growth of the internet, eCommerce, or
mobile commerce, which could in turn adversely affect our growth. These regulations and laws may involve taxes, tariffs,
privacy and data security, anti-spam, content protection, electronic contracts and communications, customer protection, and
internet neutrality. It is not clear how existing laws governing issues such as property ownership, sales, and other taxes and
customer privacy apply to the internet as the vast majority of these laws were adopted prior to the advent of the internet and
do not contemplate or address the unique issues raised by the internet or eCommerce. It is possible that general business
regulations and laws, or those specifically governing the internet or eCommerce, may be interpreted and applied in a
manner that is inconsistent from one jurisdiction to another and may conflict with other rules or our practices. We cannot
be sure that our practices comply fully with all such laws and regulations. Any failure, or perceived failure, by us to
comply with any of these laws or regulations could result in damage to our reputation, a loss in business, and proceedings
or actions against us by governmental entities, customers, suppliers, or others. Any such proceeding or action could hurt
our reputation, force us to spend significant amounts in defense of these proceedings, distract our management, increase
our costs of doing business, decrease the use of our website and mobile app by customers and suppliers, and may result in
the imposition of monetary liabilities. We may also be contractually liable to indemnify and hold harmless third parties
from the costs or consequences of our own non-compliance with any such laws or regulations. As a result, adverse
developments with respect to these laws and regulations could substantially harm our business, financial condition, and
results of operations.

We have and may continue to face exposure to foreign currency exchange rate fluctuations.

Certain of our foreign revenue is denominated in currencies of the countries and territories where we sell our products
outside of the United States. Similarly, certain of our foreign operating expenses are denominated in the currencies of the
countries and territories in which our third-party vendors are located. For example, to acquire the supply of raw materials
or commodities such as wool that we expect to require for our business, we may enter into long-term contracts with pricing
denominated in currencies other than the U.S. dollar. Accordingly, changes in the value of foreign currencies relative to the
U.S. dollar have affected and may in the future continue to affect our net revenue and results of operations. For example, in
2022, our net revenue and results of operations were negatively impacted by approximately $8.0 million from unfavorable
foreign exchange rates due to the strengthening U.S. dollar in certain international markets. As a result of such foreign
currency exchange rate fluctuations, it has been and may continue to be more difficult to detect underlying trends in our
business and results of operations. In addition, to the extent that fluctuations in currency exchange rates cause our results of
operations to differ from our expectations or the expectations of our investors, the trading price of our Class A common
stock could be lowered. We do not currently maintain a program to hedge transactional exposures in foreign currencies.
However, in the future, we may use derivative instruments, such as foreign currency forward and option contracts, to hedge
certain exposures to fluctuations in foreign currency exchange rates. The use of such hedging activities may not offset any
or more than a portion of the adverse financial effects of unfavorable movements in foreign exchange rates over the limited
time the hedges are in place and may introduce additional risks if we are unable to structure effective hedges with such
instruments

Existing and potential tariffs imposed by the United States or other governments or a global trade war could increase
the cost of our products, which could have an adverse effect on our business, financial condition and results of
operations; new trade restrictions could prevent us from importing or selling our products profitably.

The United States and the countries in which our products are produced or sold have imposed and may impose
additional quotas, duties, tariffs, or other restrictions or regulations, or may adversely adjust prevailing quota, duty, or tariff
levels. The results of any audits or related disputes regarding these restrictions or regulations (including, for example,
regarding the proper import classification code, or HTS code, for a given product) could have an adverse effect on our
financial statements for the period or periods for which the applicable final determinations are made. Countries impose,
modify, and remove tariffs and other trade restrictions in response to a diverse array of factors, including global and
national economic and political conditions, which make it impossible for us to predict future developments regarding tariffs
and other trade restrictions. For example, the U.S. government has in recent years imposed increased tariffs on imports
from certain foreign countries, such as China, and any imposition of additional tariffs by the United States could result in
the adoption of tariffs by other countries, leading to a global trade war. Any such future tariffs by the United States or other
countries could have a significant impact on our business. While we may attempt to renegotiate prices with suppliers or
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diversify our supply chain in response to tariffs or shift production between manufacturers in different countries, such
efforts may not yield immediate results or may be ineffective or not possible in the near-term. For example, we shifted
production capacity from China to Vietnam, which means that the U.S. government’s tariffs on certain imports from China
currently only affect a small portion of our existing production volume. But we may be required to shift production
capacity back to China (or other countries for which the U.S. government has imposed higher tariffs) due to lack of
manufacturing expertise or capacity in relatively lower-tariff countries. We might also consider increasing prices to the end
customer; however, this could reduce the competitiveness of our products and adversely affect net revenue.

Trade restrictions, including tariffs, quotas, economic sanctions, embargoes, safeguards, and customs restrictions,
could increase the cost or reduce the supply of products available to us, could increase shipping times, or may require us to
modify our supply chain organization or other current business practices, any of which could harm our business, financial
condition, and results of operations.

We are also dependent on international trade agreements and regulations. The countries in which we produce and sell
our products could impose or increase tariffs, duties, or other similar charges that could negatively affect our results of
operations, financial position, or cash flows.

Adverse changes in, or withdrawal from, trade agreements or political relationships between the United States and
countries where we sell or source our products, could negatively impact our results of operations or cash flows.

General geopolitical instability and the responses to it, such as the possibility of sanctions, trade restrictions, and
changes in tariffs, including tariffs imposed by the United States and China, and the possibility of additional tariffs or other
trade restrictions between the United States and other countries where we currently or might in the future manufacture or
sell our products, could adversely impact our business. It is possible that further tariffs may be introduced, or increased.
Such changes could adversely impact our business and could increase the costs of sourcing our products that are
manufactured in countries other than the United States, or could require us to source more of our products from other
countries.

If we fail to anticipate and manage any of these dynamics successfully, our gross margin and profitability could be
adversely affected.

Any failure to comply with trade, anti-corruption, and other regulations could lead to investigations or actions by
government regulators and negative publicity.

The labeling, distribution, importation, marketing, and sale of our products are subject to extensive regulation by
various federal agencies, including the Federal Trade Commission, as well as by various other federal, state, provincial,
local, and international regulatory authorities in the countries in which our products are currently distributed or sold. If we
fail to comply with any of these regulations, we could become subject to enforcement actions or the imposition of
significant penalties or claims, which could harm our results of operations or our ability to conduct our business. Legal
proceedings or any investigations or inquiries by governmental agencies related to these or any other matters, could result
in significant settlement amounts, damages, fines, or other penalties, divert financial and management resources, and result
in significant legal fees. An unfavorable outcome of any particular proceeding could have an adverse impact on our
business, financial condition, and results of operations. In addition, the adoption of new regulations or changes in the
interpretation of existing regulations may result in significant compliance costs or discontinuation of product sales and
could impair the marketing of our products, resulting in significant loss of net revenue.

Most of our products are derived from third-party supply and manufacturing partners in foreign countries and
territories, including countries and territories perceived to carry an increased risk of corrupt business practices. We also
have subsidiaries and/or employees and other agents working in several foreign countries and territories, including, but not
limited to, the United Kingdom, the People’s Republic of China, South Korea, and Hong Kong. We are subject to the U.S.
Foreign Corrupt Practices Act of 1977, as amended, or FCPA, the U.S. domestic bribery statute contained in 18 U.S.C. §
201, the U.S. Travel Act, the USA PATRIOT Act, the U.K. Bribery Act 2010, and possibly other anti-bribery and anti-
money laundering laws in countries in which we conduct activities. These laws prohibit companies and their employees
and third-party intermediaries from corruptly promising, authorizing, offering or providing, directly or indirectly, improper
payments or anything of value to foreign government officials, political parties and private-sector recipients for the purpose
of obtaining or retaining business, directing business to any person or securing any advantage. In addition, U.S. public
companies are required to maintain records that accurately and fairly represent their transactions and have an adequate
system of internal accounting controls. In many foreign countries, including countries in which we may conduct business,
it may be a local custom that businesses engage in practices that are prohibited by the FCPA or other applicable laws and
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regulations. We face significant risks if we or any of our directors, officers, employees, agents, or other partners or
representatives fail to comply with these laws, and governmental authorities in the United States and elsewhere could seek
to impose substantial civil and/or criminal fines and penalties, which could adversely affect our reputation, business,
financial condition, and results of operations.

While we have implemented policies and procedures relating to anti-bribery and anti-corruption compliance, our
employees, contractors, and agents, and companies to which we outsource certain of our business operations, may take
actions in violation of our policies and applicable law, for which we may be ultimately held responsible and which could
lead to an adverse effect on our reputation, business, financial condition, and results of operations.

Any violation of the FCPA, other applicable anti-corruption laws, or anti-money laundering laws could result in
whistleblower complaints, adverse media coverage, investigations, loss of export privileges, or severe criminal or civil
sanctions, any of which could have an adverse effect on our business, financial condition, and results of operations. In
addition, responding to any enforcement action may result in a significant diversion of management’s attention and
resources and significant defense costs and other professional fees.

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

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

The amount of taxes we pay in different jurisdictions depends on the application of the tax laws of various
jurisdictions, including the United States, to our international business activities, tax rates, new or revised tax laws, or
interpretations of tax laws and policies, and our ability to operate our business in a manner consistent with our corporate
structure and intercompany arrangements. The taxing authorities of the jurisdictions in which we operate may challenge
our methodologies for pricing intercompany transactions pursuant to our intercompany arrangements or disagree with our
determinations as to the income and expenses attributable to specific jurisdictions. If such a challenge or disagreement were
to occur, and our position was not sustained, we could be required to pay additional taxes, interest, and penalties, which
could result in one-time tax charges, higher effective tax rates, reduced cash flows, and lower overall profitability of our
operations. Our financial statements could fail to reflect adequate reserves to cover such a contingency. Similarly, a taxing
authority could assert that we are subject to tax in a jurisdiction where we believe we have not established a taxable
connection, often referred to as a “permanent establishment” under international tax treaties, and such an assertion, if
successful, could increase our expected tax liability in one or more jurisdictions.

Although we believe that we currently collect sales taxes in all jurisdictions that require us to do so, a successful
assertion by one or more jurisdictions requiring us to collect sales taxes where we currently do not collect sales taxes, or to
collect additional sales taxes in a jurisdiction in which we currently collect sales taxes, could result in substantial tax
liabilities (including penalties and interest). In addition, the imposition of additional sales tax collection obligations,
whether for prior years or prospectively, could create additional administrative burdens for us, put us at a competitive
disadvantage if similar obligations are not imposed on our competitors and decrease our future sales, which could have an
adverse impact on our business and results of operations.

Our ability to use our net operating loss carryforwards may be limited.

We have incurred substantial net operating losses during our history. Subject to the limitations described below,
unused net operating losses generally may carry forward to offset future taxable income if we achieve profitability in the
future, unless such net operating losses expire under applicable tax laws. Under current law, unused U.S. federal net
operating losses generated in tax years beginning after December 31, 2017, will not expire and may be carried forward
indefinitely, but the deductibility of such federal net operating loss carryforwards is limited to 80% of taxable income. It is
uncertain if and to what extent various states will conform to current federal tax law. In addition, our ability to utilize our
federal net operating carryforwards may be limited under Section 382 of the Internal Revenue Code of 1986, as amended,
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or the Code. The limitations apply if we experience an “ownership change,” which is generally defined as a greater than 50
percentage point change (by value) in the ownership of our equity by certain stockholders or groups of stockholders over a
rolling three-year period. Similar provisions of state tax law may also apply to limit the use of our state net operating loss
carryforwards. We have not yet completed a Section 382 analysis, and therefore, there can be no assurances that any
previously experienced ownership changes have not materially limited our utilization of affected net operating loss
carryforwards. Past or future changes in our stock ownership, including as a result of our initial public offering, some of
which may be outside of our control, may have triggered or may trigger an ownership change that materially impacts our
ability to utilize pre-change net operating loss carryforwards. Moreover, there may be periods during which the use of net
operating loss carryforwards in various jurisdictions is suspended or otherwise subject to additional limitations.
Accordingly, our ability to use our net operating loss carryforwards to offset taxable income may be subject to such
limitations or special rules that apply at the state level, which could adversely affect our results of operations.

Risks Related to Our Status as a Public Benefit Corporation and Certified B Corporation
Our status as a public benefit corporation may not result in the benefits that we anticipate.

We are a PBC under Delaware law. As a PBC, we are required to produce a public benefit and to operate in a
responsible and sustainable manner, while balancing our stockholders’ pecuniary interests, the best interests of those
materially affected by our conduct, and the specific public benefit of environmental conservation that is identified by our
certificate of incorporation. While we believe our PBC status is meaningful to customers, brand, employees, and other
business partners and that our public benefit of environmental conservation is of vital importance to our planet, there is no
assurance that we will achieve our public benefit purpose or that the expected positive impact from being a PBC will be
realized. Accordingly, being a PBC and complying with our related obligations could negatively impact our ability to
provide the highest possible return to our stockholders.

As a PBC, we are required to provide our stockholders with a report at least biennially assessing our overall public
benefit performance and our success in achieving our specific public benefit purpose. To the extent we are unable to
provide this report in a timely manner, or if the report is not viewed favorably by our stockholders, parties doing business
with us, regulators, or others because we are unable to report sufficient progress toward our public benefit or otherwise, our
reputation and status as a PBC may be harmed, which could in turn have a material adverse effect on our business, results
of operations and financial condition.

If our publicly reported certified B Corp score declines, or if we lose our certified B Corp status, our reputation could be
harmed and our business could suffer.

While not required by Delaware law or the terms of our certificate of incorporation, we have elected to have our social
and environmental performance, accountability, and transparency assessed against the criteria established by an
independent non-profit organization, B Lab, Inc., or B Lab. As a result of this assessment, we have been designated as a
certified B Corp, which refers to a company that has been certified as meeting certain levels of social and environmental
performance, accountability, and transparency. The standards set for B Corp certification may change over time. Our
continued certification is at the sole discretion of B Lab. We believe that our B Corp status strengthens our credibility and
trust among our customers, employees and business partners as well as within our industry. Investors who are focused on
ESG- and sustainability-related initiatives may also place importance on our status as a B Corp, as an independent
assessment of our social and environmental performance, accountability, and transparency. Any decline in our publicly
reported B Corp score or change in our status, whether due to our choice or failure to meet the B Corp certification
requirements, could create a perception that we are more focused on financial performance and no longer as committed to
the values and standards shared by B Corps. This could harm our reputation and brand among customers, employees or
business partners, which could harm our business and results of operations, and cause the stock price of our Class A
common stock to decline.

Our directors have a fiduciary duty to consider not only our stockholders’ interests, but also our specific public benefit
and the interests of other stakeholders affected by our conduct. If a conflict between such interests arises, there is no
guarantee such a conflict would be resolved in favor of our stockholders.

While directors of traditional corporations are required to make decisions they believe to be in the best interests of
their stockholders, directors of a PBC have a fiduciary duty to balance the stockholders’ pecuniary interests, the best
interests of other stakeholders materially affected by the PBC’s conduct and the company’s specific public benefit. Under
Delaware law, directors are shielded from liability for breach of these fiduciary obligations if they make informed and
disinterested decisions that serve a rational purpose. Thus, our directors are not merely permitted, but obligated, to consider
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our specific public benefit and the interests of other stakeholders. In the event of a conflict between the financial interests
of our stockholders and the interests of our specific public benefit or our other stakeholders, our directors are obligated to
make informed and disinterested decisions that serve a rational purpose; thus, there is no guarantee that such a conflict
would be resolved in favor of our stockholders’ financial interests. Accordingly, Delaware law and our PBC status could
result in our board of directors making decisions which are less financially lucrative for our stockholders in the short- and/
or long-term if the public benefit and other stakeholder considerations are significant; this could harm our business, results
of operations, and financial condition, which in turn could cause our stock price to decline.

As a public benefit corporation, our focus on a specific public benefit purpose and producing a positive effect for society
may negatively influence our financial performance.

As a PBC, our board of directors has a duty to balance (1) the pecuniary interest of our stockholders, (2) the best
interests of those materially affected by our conduct, and (3) the specific public benefit of environmental conservation
identified in our certificate of incorporation. While we believe our public benefit designation and obligations will benefit
our stockholders, in balancing these interests our board of directors may authorize and we may take actions that we believe
will benefit environmental conservation or some or all of our stakeholders, even if those actions do not maximize our short-
or medium-term financial results. While we believe that this designation and obligation will benefit the company given the
importance to our long-term success of our commitment to environmental conservation, it could cause our board of
directors to make decisions and take actions not in keeping with the short-term or more narrow interests of our
stockholders. Any longer-term benefits that are intended by or expected from such decisions or actions may not materialize
within the timeframe we expect or at all and such decisions or actions may have an immediate negative effect. For
example, we may choose to revise our policies in ways that we believe will further promote environmental conservation
and sustainability, even though such changes may be costly; we may take actions, such as building or contracting with
suppliers and service providers who have state-of-the-art manufacturing and distribution facilities with technology and
quality control mechanisms that exceed the applicable legal requirements and industry standards, even though these actions
may be more costly than other alternatives; we may be influenced to pursue programs and opportunities to demonstrate our
commitments to our planet, the environment and the communities in which we live and work; or in responding to a
possible proposal to acquire the company, our board of directors may be influenced by the interests of our stakeholders,
including our flock, our suppliers, vendors, and manufacturers, and our customers, any or all of whose interests may be
different from the interests of our stockholders.

We may be unable or slow to realize the benefits we expect from actions taken to promote environmental conservation,
which could materially adversely affect our business, financial condition, and results of operations, which in turn could
cause our stock price to decline.

As a public benefit corporation, we may be subject to increased derivative litigation concerning our duty to balance
stockholder and public benefit interests, the occurrence of which may have an adverse impact on our financial
condition and results of operations.

As a PBC, our stockholders (if they, individually or collectively, own at least 2% of our outstanding capital stock or
shares having at least $2 million in market value (whichever is less)) are entitled to file a derivative lawsuit claiming that
our directors failed to balance stockholder and public benefit interests. Such derivative actions would be subject to the
provision of our amended and restated certificate of incorporation requiring that, to the fullest extent permitted by law, such
lawsuits be exclusively brought in the Court of Chancery of the State of Delaware or, if such court does not have subject
matter jurisdiction thereof, the federal district court of the State of Delaware. Although traditional corporations are subject
to other types of derivative actions brought by stockholders, this type of claim does not exist for traditional corporations.
Therefore, we may be subject to the possibility of increased derivative litigation, which would require the attention of
management and, as a result, may adversely impact management’s ability to effectively execute our strategy. Any such
derivative litigation could be costly and have an adverse impact on our financial condition and results of operations.

Risks Related to Ownership of Our Class A Common Stock

The market price of our Class A common stock may decline regardless of our operating performance, resulting in
substantial losses for investors purchasing shares of our Class A common stock.

The market price of our Class A common stock may be highly volatile and may fluctuate significantly in response to
numerous factors, many of which are beyond our control, including:

+ changes to our business operations and strategy;
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* actual or anticipated fluctuations in our financial condition and results of operations;

+ the financial projections we may provide to the public, any changes in these projections, or our failure to meet
these projections;

+ failure of securities analysts to initiate or maintain coverage of our company, changes in financial estimates or
ratings by any securities analysts who follow our company, or our failure to meet these estimates or the
expectations of investors;

* announcements by us or our competitors of significant technical innovations, acquisitions, strategic partnerships,
joint ventures, results of operations, or capital commitments;

+ changes in stock market valuations and operating performance of other footwear and apparel companies generally,
or those in our industry in particular;

+ the sustainability targets we may provide to the public, any changes in these targets, or our failure to meet them;

» price and volume fluctuations in the overall stock market, including as a result of trends in the economy as a
whole;

+ changes in our board of directors or management;

+ sales of large blocks of our Class A common stock, including sales by our co-founders and co-Chief Executive
Officers or our other executive officers and directors or by their affiliates;

*  lawsuits threatened or filed against us;

+ anticipated or actual changes in laws, regulations, or government policies applicable to our business;
+ changes in our capital structure, such as future issuances of debt or equity securities;

»  short sales, hedging, and other derivative transactions involving our capital stock;

+  general economic conditions in the United States and globally;

+  other events or factors, including those resulting from war (such as Russia’s invasion of Ukraine and the ongoing
conflict), pandemics (including COVID-19), incidents of terrorism, or responses to these events; and

+ the other factors described in this “Part I, Item 1A. Risk Factors” and in the section titled “Special Note Regarding
Forward-Looking Statements” included elsewhere in this Annual Report on Form 10-K.

The stock market has recently experienced extreme price and volume fluctuations. The market prices of securities of
companies have experienced fluctuations that often have been unrelated or disproportionate to their results of operations.
Market fluctuations could result in extreme volatility in the price of shares of our Class A common stock. Price volatility
may be greater if the public float and trading volume of shares of our Class A common stock is low. Furthermore, in the
past, stockholders have sometimes instituted securities class action litigation against companies following periods of
volatility in the market price of their securities. Any similar litigation against us could result in substantial costs, divert
management’s attention and resources, and harm our business, financial condition, and results of operations.

The dual class structure of our common stock may adversely affect the trading market for our Class A common stock.

We cannot predict whether our dual class structure will result in a lower or more volatile market price of our Class A
common stock or in adverse publicity or other adverse consequences. For example, certain index providers have announced
restrictions on including companies with dual class or multi-class share structures in certain of their indexes. In July 2017,
S&P Dow Jones announced changes to their eligibility criteria for the inclusion of shares of public companies on certain
indices, including the S&P 500, the S&P MidCap 400, and the S&P SmallCap 600, to exclude companies with multiple
classes of shares of common stock from being added to these indices. As a result, our dual class capital structure would
make us ineligible for inclusion in any of these indices, and mutual funds, exchange-traded funds, and other investment
vehicles that attempt to passively track these indices will not be investing in our stock. Beginning in 2017, MSCI, a leading
stock index provider, opened public consultations on their treatment of no-vote and multi-class structures and temporarily
barred new multi-class listings from certain of its indices; however, in October 2018, MSCI announced its decision to
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include equity securities “with unequal voting structures” in its indices and to launch a new index that specifically includes
voting rights in its eligibility criteria. These policies are still fairly new, and it remains unclear what effect, if any, they will
have on the valuations of publicly traded companies excluded from the indices in the longer term, but it is possible that
they may depress these valuations compared to those of other similar companies that are included. Furthermore, we cannot
assure you that other stock indices will not take a similar approach to S&P Dow Jones or FTSE Russell in the future.
Exclusion from indices could make our Class A common stock less attractive to investors and, as a result, the market price
of our Class A common stock could be adversely affected.

Sales, directly or indirectly, of a substantial amount of our Class A common stock in the public markets by our existing
security holders may cause the price of our Class A common stock to decline.

Sales of a substantial number of shares of our Class A common stock (including any such shares issued upon
conversion of shares of our Class B common stock) into the public market, particularly sales by our directors, executive
officers, and principal stockholders, or the perception that these sales might occur, could cause the market price of our
Class A common stock to decline. Many of our existing security holders have substantial unrecognized gains on the value
of the equity they hold and may take steps to sell their shares or otherwise secure or limit their risk exposure to the value of
their unrecognized gains on those shares. We are unable to predict the timing or effect of such sales on the market price of
our Class A common stock.

In addition, as of December 31, 2022, we had stock options outstanding that, if fully exercised, would result in the
issuance of 12,700,367 shares of Class B common stock and 2,687,819 shares of Class A common stock. All of the shares
of common stock issuable upon the exercise of outstanding stock options, and the 17,328,139 shares of Class A common
stock reserved and available for future issuance under our 2021 Equity Incentive Plan and 2021 Employee Stock Purchase
Plan, are registered for public resale under the Securities Act. Accordingly, these shares will be able to be freely sold in the
public market upon issuance subject to applicable vesting requirements.

Further, based on shares outstanding as of December 31, 2022, holders of a substantial number of shares of our Class
B common stock had rights, subject to certain conditions, to require us to file registration statements for the public resale of
such shares or to include such shares in registration statements that we may file for us or other stockholders.

The dual class structure of our common stock has the effect of concentrating voting control with our co-founders and
co-Chief Executive Officers, Timothy Brown and Joseph Zwillinger, our directors, our principal stockholders, and their
respective affiliates, which limits or precludes the ability of our other stockholders to influence corporate matters,
including the election of directors and the approval of any change of control transaction.

Our Class B common stock has 10 votes per share and our Class A common stock has one vote per share. Our co-
founders and co-Chief Executive Officers, Mr. Brown and Mr. Zwillinger, our directors, our principal stockholders, and
their respective affiliates beneficially own a significant percentage of the voting power of our outstanding capital stock.

These stockholders will have the ability to control the outcome of matters submitted to our stockholders for approval,
including the election of our directors and the approval of any change of control transaction. This concentrated control will
limit or preclude the ability of our other stockholders to influence corporate matters for the foreseeable future, including the
election of directors, amendments of our organizational documents, and any merger, consolidation, sale of all or
substantially all of our assets, or other major corporate transaction requiring stockholder approval. In addition, this may
prevent or discourage unsolicited acquisition proposals or offers for our capital stock.

Future transfers by holders of Class B common stock will generally result in those shares converting to Class A
common stock, subject to limited exceptions, such as certain transfers effected for estate planning purposes. The
conversion of Class B common stock to Class A common stock will have the effect, over time, of increasing the relative
voting power of those holders of Class B common stock who retain their shares in the long term.

We do not intend to pay dividends for the foreseeable future.

We have never declared or paid any cash dividends on our capital stock, and we do not intend to pay any cash
dividends in the foreseeable future. We expect to retain future earnings, if any, to fund the development and growth of our
business. Any future determination to pay dividends on our capital stock will be at the discretion of our board of directors.
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Additional stock issuances could result in significant dilution to our stockholders.

We may issue additional equity securities to raise capital, make acquisitions, or for a variety of other purposes.
Additional issuances of our stock may be made pursuant to the exercise or conversion of new or existing convertible debt
securities, warrants, stock options, or other equity incentive awards to new and existing service providers. Any such
issuances will result in dilution to existing holders of our stock. We rely on equity-based compensation as an important tool
in recruiting and retaining employees. The amount of dilution due to equity-based compensation of our employees and
other additional issuances could be substantial.

Delaware law, our status as a public benefit corporation, and provisions in our amended and restated certificate of
incorporation and amended and restated bylaws could make a merger, tender offer, or proxy contest more difficult, limit
attempts by our stockholders to replace or remove our current management and depress the market price of our Class A
common stock.

Provisions in our amended and restated certificate of incorporation and our amended and restated bylaws may
discourage, delay or prevent a merger, acquisition or other change in control of us or tender offer that stockholders may
consider favorable, including transactions in which stockholders might otherwise receive a premium for their shares. These
provisions could also limit the price that investors might be willing to pay in the future for shares of our Class A common
stock, thereby depressing the market price of our Class A common stock.

As a PBC, we may be less attractive as a takeover target than a traditional company. PBCs may also not be attractive
targets for activists or hedge fund investors because new directors would still have to consider and give appropriate weight
to the public benefit along with stockholder value, and stockholders can enforce this through derivative suits. Furthermore,
by requiring the boards of directors of PBCs to consider additional constituencies other than maximizing stockholder value,
Delaware PBC law could potentially make it easier for such a board to reject a hostile bid, even where the takeover would
provide the greatest short-term financial yield to investors.

In addition, these provisions may frustrate or prevent any attempts by our stockholders to replace or remove our
current management. Because our board of directors is responsible for appointing the members of our management team,
these provisions could in turn affect any attempt by our stockholders to replace current members of our management team.
Among others, these provisions include those that:

+ provide for a dual class common stock structure in which holders of our Class B common stock may have the
ability to control the outcome of matters requiring stockholder approval, including the election of directors and
significant corporate transactions, such as a merger or other sale of our company or its assets, even if they own
significantly less than a majority of the outstanding shares of our common stock;

+  restrict the forum for certain litigation against us to Delaware or the federal courts, as applicable;

+ provide that our board of directors has the exclusive right to expand the size of our board of directors and to elect
directors to fill a vacancy created by the expansion of our board of directors or the resignation, death or removal
of a director, which prevents stockholders from being able to fill vacancies on our board of directors;

» divide our board of directors into three classes, Class I, Class II, and Class III, with each class serving staggered
three-year terms, which may delay the ability of stockholders to change the membership of a majority of our board
of directors;

« provide that a special meeting of stockholders may be called only by the chair of our board of directors, a chief
executive officer, or our board of directors, which may delay the ability of our stockholders to force consideration
of a proposal or to take action, including the removal of directors;

*  prohibit cumulative voting in the election of directors, which limits the ability of minority stockholders to elect
director candidates;

* provide that our board of directors may alter our amended and restated bylaws without obtaining stockholder
approval;

» require the approval of holders of at least two-thirds of the voting power of the shares of capital stock entitled to
vote at an election of directors to adopt, amend, or repeal our amended and restated bylaws or repeal the
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provisions of our amended and restated certificate of incorporation regarding the election and removal of
directors;

» require the approval of holders of at least two-thirds of the voting power of the shares of capital stock entitled to
vote at an election of directors to amend or repeal any provisions of our amended and restated certificate of
incorporation relating to our status as a PBC;

+ require the approval of holders of at least two-thirds of the voting power of the shares of capital stock entitled to
vote at an election of directors to merge or consolidate with or into another entity if, as a result of such merger or
consolidation, the capital stock of Allbirds would become, or be converted into or exchanged for the right to
receive, shares or other equity interests in a domestic or foreign corporation that is not a public benefit corporation
or similar entity and the certificate of incorporation (or similar governing document) of which does not contain a
public benefit provision identical to ours;

» require that stockholders must provide advance notice and additional disclosures in order to nominate individuals
for election to our board of directors or to propose matters that can be acted upon at a stockholders’ meeting,
which may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the acquirer’s
own slate of directors or otherwise attempting to obtain control of our company; and

* authorize our board of directors to issue shares of preferred stock and to determine the terms of those shares,
including preferences and voting rights, without stockholder approval, which could be used to significantly dilute
the ownership of a hostile acquirer.

Moreover, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the
Delaware General Corporation Law, or DGCL, which generally prohibits a person who owns in excess of 15% of our
outstanding voting stock from merging or combining with us for a period of three years after the date of the transaction in
which the person acquired in excess of 15% of our outstanding voting stock, unless the merger or combination is approved
in a prescribed manner.

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware will
be the sole and exclusive forum for certain stockholder litigation matters and the U.S. federal district courts will be the
exclusive forum for the resolution of any complaint asserting a cause of action arising under the Securities Act, which
could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers,
employees, or stockholders.

Our amended and restated certificate of incorporation provides that, unless we otherwise consent in writing, (A) (1)
any derivative action or proceeding brought on our behalf, (2) any action asserting a claim of breach of a fiduciary duty
owed by any current or former director, officer, other employee or stockholder of Allbirds to us or our stockholders,
(3) any action asserting a claim arising pursuant to any provision of the DGCL, our amended and restated certificate of
incorporation, or our amended and restated bylaws (as either may be amended or restated) or as to which the DGCL
confers exclusive jurisdiction on the Court of Chancery of the State of Delaware, or (4) any action asserting a claim
governed by the internal affairs doctrine of the law of the State of Delaware shall, to the fullest extent permitted by law, be
exclusively brought in the Court of Chancery of the State of Delaware or, if such court does not have subject matter
jurisdiction thereof, the federal district court of the State of Delaware; and (B) the federal district courts of the United
States shall be the exclusive forum for the resolution of any complaint asserting a cause of action arising under the
Securities Act. Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all such
Securities Act actions, and thus both state and federal courts have jurisdiction to entertain such claims. Our amended and
restated certificate of incorporation includes the provision outlined in (B) to prevent having to litigate claims in multiple
jurisdictions and the threat of inconsistent or contrary rulings by different courts, among other considerations.
Notwithstanding the foregoing, the exclusive forum provision shall not apply to claims seeking to enforce any liability or
duty created by the Securities Exchange Act of 1934, or Exchange Act.

The choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds
favorable for disputes with us or our directors, officers, or other employees, which may discourage such lawsuits against us
and our directors, officers, and other employees, although our stockholders will not be deemed to have waived our
compliance with federal securities laws and the rules and regulations thereunder. While the Delaware courts have
determined that such choice of forum provisions are facially valid and several state trial courts have enforced such
provisions and required that suits asserting Securities Act claims be filed in federal court, there is no guarantee that courts
of appeal will affirm the enforceability of such provisions and a stockholder may nevertheless seek to bring a claim in a
venue other than those designated in the exclusive forum provisions. In such instance, we would expect to vigorously assert
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the validity and enforceability of the exclusive forum provisions of our amended and restated certificate of incorporation.
This may require significant additional costs associated with resolving such action in other jurisdictions and there can be no
assurance that the provisions will be enforced by a court in those other jurisdictions. If a court were to find either exclusive
forum provision contained in our amended and restated certificate of incorporation to be inapplicable or unenforceable in
an action, we may incur additional costs associated with litigating Securities Act claims in state court, or both state and
federal court, which could harm our business, financial condition, and results of operations. Any person or entity
purchasing or otherwise acquiring or holding any interest in shares of our capital stock shall be deemed to have notice of
and consented to the forum provisions in our amended and restated certificate of incorporation.

General Risk Factors

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

Market opportunity estimates and growth forecasts, including those we have generated ourselves, are subject to
significant uncertainty and are based on assumptions and estimates that may not prove to be accurate. The variables that go
into the calculation of our market opportunity are subject to change over time, and there is no guarantee that any particular
number or percentage of individuals covered by our market opportunity estimates will purchase our products at all or
generate any particular level of revenue for us. Even if the market in which we compete meets the size estimates and
growth forecasts, our business could fail to grow for a variety of reasons outside of our control, including competition in
our industry. If any of these risks materialize, it could harm our business and prospects.

We may seek to grow our business through acquisitions of, or investments in, new or complementary businesses,
facilities, technologies, or products, or through strategic alliances; the failure to adequately manage these acquisitions,
investments, or alliances, to integrate them with our existing business, or to realize anticipated returns, could adversely

affect us.

From time to time, we may consider opportunities to acquire or make investments in new or complementary
businesses, facilities, technologies, offerings, or products, or enter into strategic alliances, that may enhance our
capabilities, expand our outsourcing and supplier network, complement our current products, or expand the breadth of our
markets. Acquisitions, investments and other strategic alliances involve numerous risks, including:

» problems integrating the acquired business, facilities, technologies, or products, including issues maintaining
uniform standards, procedures, controls, policies, and culture;

* unanticipated costs associated with acquisitions, investments, or strategic alliances;
« diversion of management’s attention from our existing business;

» adverse effects on existing business relationships with suppliers, outsourced manufacturing partners, and other
third parties;

»  risks associated with entering new markets in which we may have limited or no experience;
*  potential loss of key employees of acquired businesses; and
* increased legal and accounting compliance costs.

We may be unable to identify acquisitions or strategic relationships we deem suitable. Even if we do, we may be
unable to successfully complete any such transactions on favorable terms or at all, or to successfully integrate any acquired
business, facilities, technologies, or products into our business or retain any key personnel, suppliers, or customers.
Furthermore, even if we complete such transactions and effectively integrate the newly acquired business or strategic
alliance into our existing operations, we may fail to realize the anticipated returns and/or fail to capture the expected
benefits, such as strategic or operational synergies or cost savings. The efforts required to complete and integrate these
transactions could be expensive and time-consuming and may disrupt our ongoing business and prevent management from
focusing on our operations. If we are unable to identify suitable acquisitions or strategic relationships, or if we are unable to
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integrate any acquired businesses, facilities, technologies, and products effectively, or if we fail to realize anticipated
returns or capture expected benefits, our business, financial condition, and results of operations could be adversely affected.

The requirements of being a public company may increase our costs, strain our resources, divert management’s
attention, and affect our ability to attract and retain executive management and qualified board members.

As a public company, we are subject to the reporting requirements of the Exchange Act, the listing standards of The
Nasdaq Stock Market, and other applicable securities rules and regulations. We expect that the requirements of these rules
and regulations will continue to increase our legal, accounting, and financial compliance costs, make some activities more
difficult, time-consuming, and costly, and place significant strain on our personnel, systems, and resources. Furthermore,
several members of our management team do not have prior experience in running a public company. For example, the
Exchange Act requires, among other things, that we file annual, quarterly, and current reports with respect to our business
and results of operations. As a result of the complexity involved in complying with the rules and regulations applicable to
public companies, our management’s attention may be diverted from other business concerns, which could harm our
business, financial condition, and results of operations. Although we have already hired additional employees to assist us in
complying with these requirements, we may need to hire more employees in the future or engage outside consultants,
which will increase our operating expenses.

In addition, changing laws, regulations, and standards relating to corporate governance and public disclosure are
creating uncertainty for public companies, increasing legal and financial compliance costs, and making some activities
more time-consuming. These laws, regulations, and standards are subject to varying interpretations, in many cases due to
their lack of specificity, and, as a result, their application in practice may evolve over time as new guidance is provided by
regulatory and governing bodies. This could result in continuing uncertainty regarding compliance matters and higher costs
necessitated by ongoing revisions to disclosure and governance practices. We intend to invest substantial resources to
comply with evolving laws, regulations, and standards, and this investment may result in increased general and
administrative expenses and a diversion of management’s time and attention from business operations to compliance
activities. If our efforts to comply with new laws, regulations, and standards differ from the activities intended by
regulatory or governing bodies due to ambiguities related to their application and practice, regulatory authorities may
initiate legal proceedings against us, and our business may be harmed. As a public company that is subject to these new
rules and regulations, it has been more expensive for us to obtain director and officer liability insurance compared to as a
private company, and we may be required to accept reduced coverage or incur substantially higher costs to obtain coverage.
These factors could also make it more difficult for us to attract and retain qualified members of our board of directors,
particularly members who can serve on our audit and compensation and leadership management committees, and qualified
executive officers.

As a result of the disclosure obligations required of a public company, our business and financial condition is more
visible than it was as a private company, which may result in an increased risk of threatened or actual litigation, including
by competitors and other third parties. If such claims are successful, our business, financial condition, and results of
operations would be harmed, and even if the claims do not result in litigation or are resolved in our favor, these claims, and
the time and resources necessary to resolve them, would divert the resources of our management and harm our business,
financial condition, and results of operations.

As a result of being a public company, we are obligated to develop and maintain proper and effective internal control
over financial reporting, and any failure to maintain the adequacy of these internal controls may adversely affect
investor confidence in our company and, as a result, the value of our Class A common stock.

We are required, pursuant to Section 404 of the Sarbanes-Oxley Act, or Section 404, to furnish a report by
management on, among other things, the effectiveness of our internal control over financial reporting commencing with
this annual report on Form 10-K for the year ended December 31, 2022. This assessment is required to include disclosure
of any material weaknesses identified by our management in our internal control over financial reporting. In addition, our
independent registered public accounting firm will be required to attest to the effectiveness of our internal control over
financial reporting in our first annual report required to be filed with the Securities and Exchange Commission, or SEC,
following the date we are no longer an “emerging growth company.” Our compliance with Section 404 has required and
will continue to require that we incur substantial expenses and expend significant management efforts. We have and will
likely need to hire additional accounting and financial staff with appropriate public company experience and technical
accounting knowledge and compile the system and process documentation necessary to perform the evaluation needed to
comply with Section 404.
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During the evaluation and testing process of our internal controls, if we identify one or more material weaknesses in
our internal control over financial reporting, we will be unable to certify that our internal control over financial reporting is
effective. We cannot assure you that there will not be material weaknesses or significant deficiencies in our internal control
over financial reporting in the future. Any failure to maintain internal control over financial reporting could severely inhibit
our ability to accurately report our financial condition or results of operations. If we are unable to conclude that our internal
control over financial reporting is effective, or if our independent registered public accounting firm determines we have a
material weakness or significant deficiency in our internal control over financial reporting, we could lose investor
confidence in the accuracy and completeness of our financial reports, the market price of our Class A common stock could
decline, and we could be subject to sanctions or investigations by the SEC or other regulatory authorities. Failure to remedy
any material weakness in our internal control over financial reporting, or to implement or maintain other effective control
systems required of public companies, could also restrict our future access to the capital markets.

We are an “emerging growth company,” and we cannot be certain if the reduced reporting and disclosure requirements
applicable to emerging growth companies will make our Class A common stock less attractive to investors.

We are currently an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or
JOBS Act, and we may take advantage of certain exemptions from reporting requirements that are applicable to other
public companies that are not “emerging growth companies,” including the auditor attestation requirements of Section 404,
reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and
exemptions from the requirements of holding a non-binding advisory vote on executive compensation and stockholder
approval of any golden parachute payments not previously approved. Pursuant to Section 107 of the JOBS Act, as an
emerging growth company, we have elected to use the extended transition period for complying with new or revised
accounting standards until those standards would otherwise apply to private companies. As a result, our consolidated
financial statements may not be comparable to the financial statements of issuers who are required to comply with the
effective dates for new or revised accounting standards that are applicable to public companies, which may make our Class
A common stock less attractive to investors. In addition, if we cease to be an emerging growth company, we will no longer
be able to use the extended transition period for complying with new or revised accounting standards.

We will remain an emerging growth company until the earliest of: (1) December 31, 2026, the last day of the fiscal
year following the fifth anniversary of our initial public offering; (2) the last day of the first fiscal year in which our annual
gross revenue is $1.235 billion or more; (3) the date on which we have, during the previous rolling three-year period,
issued more than $1 billion in non-convertible debt securities; and (4) the date we qualify as a “large accelerated filer,”
with at least $700 million of equity securities held by non-affiliates.

We cannot predict if investors will find our Class A common stock less attractive if we choose to rely on these
exemptions. For example, if we do not adopt a new or revised accounting standard, our future results of operations may not
be comparable to the results of operations of certain other companies in our industry that adopted such standards. If some
investors find our Class A common stock less attractive as a result, there may be a less active trading market for our Class
A common stock, and our stock price may be more volatile.

If securities or industry analysts do not publish research, or publish inaccurate or unfavorable research, about our
business, the price of our Class A common stock and trading volume could decline.

The trading market for our Class A common stock depends in part on the research and reports that securities or
industry analysts publish about us or our business, our market and our competitors. We do not have any control over these
analysts. If few securities analysts commence coverage of us, or if industry analysts cease coverage of us, the trading price
for our Class A common stock would be negatively affected. If one or more of the analysts who cover us downgrade our
Class A common stock or publish inaccurate or unfavorable research about our business, our Class A common stock price
would likely decline. If one or more of these analysts cease coverage of us or fail to publish reports on us regularly,
demand for our Class A common stock could decrease, which might cause our Class A common stock price and trading
volume to decline.

We may incur losses from fraud or theft.

We have occasionally in the past incurred and may in the future incur losses from various types of fraud, including
stolen credit card numbers, claims that a customer did not authorize a purchase, and merchant fraud. As a general matter,
we are liable for fraudulent credit card transactions. Although we have measures in place to detect and reduce the
occurrence of fraudulent activity on our digital platform, those measures may not always be effective. In addition to the
direct costs of such losses, if the fraud is related to credit card transactions and becomes excessive, it could potentially
result in us paying higher fees or affecting our ability to accept credit cards for payment. Our failure to adequately prevent
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fraudulent transactions could damage our reputation, result in litigation or regulatory action, and lead to expenses that
could substantially impact our results of operations.

Additionally, we have occasionally in the past been, and may in the future be, subject to fraudulent purchases by
individuals purchasing our products in bulk with the intention of unlawfully reselling such products at a premium. While
we have taken steps to detect and prevent such practices, our failure to identify those activities may adversely affect our
brand and reputation.

We have occasionally in the past incurred and may in the future incur losses from theft or “leakage” of our products in
our stores or in our distribution centers. While we have taken steps to detect and prevent such issues, those steps may not
always be effective. In addition to the direct costs of such losses, such theft or “leakage” of our products could result in lost
revenue and unlawful reselling of our products, which could adversely affect our brand and reputation.

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

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States requires management to make estimates and assumptions that affect the amounts reported in our consolidated
financial statements and accompanying notes appearing in Part II, Item 8 of this Annual Report on Form 10-K. We base
our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, as provided in the section titled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Ceritical Accounting Estimates” in Part II, Item 7 of this Annual Report on Form 10-K. The results
of these estimates form the basis for making judgments about the carrying values of assets, liabilities, and equity, and the
amount of revenue and expenses. Significant estimates and judgments include revenue recognition, stock-based
compensation, and the fair value of our common stock. Our results of operations may be adversely affected if our
assumptions change or if actual circumstances differ from those in our assumptions, which could cause our results of
operations to fall below the expectations of securities analysts and investors, resulting in a decline in the market price of
our Class A common stock.

We may be subject to periodic claims and litigation that could result in unexpected expenses and could ultimately be
resolved against us.

From time to time, we may be involved in litigation and other proceedings, including matters related to product
liability claims, stockholder class action and derivative claims, commercial disputes, and copyright infringement,
challenging trademarks, and other intellectual property claims, as well as trade, regulatory, employment, and other claims
related to our business or our sustainability and ESG practices, statements, and goals. Any of these proceedings could result
in significant settlement amounts, damages, fines, or other penalties, divert financial and management resources, and result
in significant legal fees. An unfavorable outcome of any particular proceeding could exceed the limits of our insurance
policies, or the carriers may decline to fund such final settlements and/or judgments and could have an adverse impact on
our business, financial condition, and results of operations. In addition, any proceeding could negatively impact our
reputation among our customer and our brand image.

Extreme weather conditions, natural disasters, public health crises, political crises and instability, and other
catastrophic events, including those caused or exacerbated by climate change, could negatively impact our results of
operations and financial condition.

Extreme weather conditions and volatile changes in weather conditions in the areas in which our offices, retail stores,
suppliers, customers, distribution centers, and vendors are located could adversely affect our results of operations and
financial condition. Moreover, natural disasters such as earthquakes, hurricanes, tsunamis, floods, monsoons or wildfires,
public health crises, such as pandemics and epidemics (including, for example, the COVID-19 pandemic), political crises,
such as terrorist attacks, war and other political instability, or other catastrophic events, whether occurring in the United
States or abroad, and their related consequences and effects, including energy shortages, could disrupt our operations, the
operations of our vendors and other suppliers, or result in economic instability that could negatively impact customer
spending, any or all of which would negatively impact our results of operations and financial condition. For example, our
principal offices are located in Northern California, an area which has a history of earthquakes and wildfires, and are thus
vulnerable to damage or disruption. In particular, these types of events could impact our global supply chain, including the
ability of vendors to provide raw materials where and when needed, the ability of third parties to manufacture and ship
merchandise, and our ability to ship products to customers from or to the impacted region(s).
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In February 2022, armed conflict escalated between Russia and Ukraine. The sanctions announced by the United
States and other countries against Russia and Belarus following Russia’s invasion of Ukraine to date include restrictions on
selling or importing goods, services, or technology in or from affected regions and travel bans and asset freezes impacting
connected individuals and political, military, business, and financial organizations in Russia and Belarus. The United States
and other countries could impose wider sanctions and take other actions should the conflict further escalate. Although we
do not currently do business in either Russia, Belarus, or Ukraine, it is not possible to predict the broader consequences of
this ongoing conflict, which could include further sanctions, embargoes, regional instability, and geopolitical shifts. It is
also not possible to predict with certainty this ongoing conflict’s additional adverse effects on existing macroeconomic
conditions, consumer spending habits, currency exchange rates, and financial markets, all of which have impacted and
could further impact our business, financial condition, and results of operations.

We may require additional capital to support business growth, and this capital might be unavailable or might be
available only by diluting existing stockholders.

We intend to continue making investments to support our business growth and may require additional funds to support
this growth. Our future capital requirements will depend on many factors, including our rate of revenue growth, the timing
and extent of international expansion efforts and other growth initiatives, the expansion of our marketing activities and
overall economic conditions. To the extent that current and anticipated future sources of liquidity are insufficient to fund
our future business activities and requirements, we may need to engage in equity or debt financings to secure additional
funds. In recent months, there has been volatility in and disruptions to the global economy, including the equity and debt
financial markets. Any such volatility in and disruptions to the equity or debt markets, or further deterioration of such
markets, including as a result of political unrest or war, may make any necessary equity or debt financing more difficult to
obtain in a timely manner or on favorable terms, more costly or more dilutive. If we raise additional funds through further
issuances of equity or convertible debt securities, our existing stockholders could suffer significant dilution, and any new
equity securities we issue could have rights, preferences and privileges superior to those of holders of our Class A common
stock. Any debt financing secured by us in the future could involve restrictive covenants relating to our capital raising
activities and other financial and operational matters, which may make it more difficult for us to obtain additional capital
and to pursue business opportunities. In addition, we may not be able to obtain additional financing on terms favorable to
us, if at all. If we are unable to obtain adequate financing or financing on terms satisfactory to us, when we require it, our
ability to continue to support our business growth and to respond to business challenges could be significantly limited, and
our business and prospects could fail or be adversely affected.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

As of December 31, 2022, we operated 58 retail locations around the world. Our corporate headquarters is located in
San Francisco, California, where we lease approximately 39,000 square feet of space under two leases that expire in
December 2026. In addition to our corporate headquarters, we have satellite corporate office locations in Portland, London,
Shanghai, Tokyo, Vietnam, and Seoul where we lease or have co-working arrangements that total approximately 16,000
square feet of office space. We use our corporate offices for product design and development, innovation around
sustainable materials, operations, marketing, technology, and customer experience, as well as our other supporting teams.
All of our offices and retail locations are leased, and we do not own any real property.

As of December 31, 2022, we also leased property in the following countries around the world that serve as our 58
retail locations, totaling approximately 180,000 square feet, as set forth below.
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Country # of Stores
United States 42
China

United Kingdom

Japan

Canada
Netherlands
Germany
South Korea
New Zealand
Total retail stores

—_— = = = NN W W

(9]
o]

While we believe that our current facilities are adequate to meet our foreseeable needs, we may lease additional
facilities or vacate existing facilities as our operations require. We vacated our corporate office lease in San Diego in July
2022 and subleased the space to another tenant in November 2022.

Item 3. Legal Proceedings

From time to time, we may be subject to legal proceedings, claims, and government investigations in the ordinary
course of business. We are not presently a party to any legal proceedings that, if determined adversely to us, would
individually or taken together have a material adverse effect on our business, results of operations, financial condition, or
cash flows. We have received, and may in the future continue to receive, claims arising from: our products, such as
consumer claims and personal injury claims; our workforce, our technology, and business processes, such as worker
classification and patent claims; our sustainability and ESG practices, statements, and goals; and our intellectual property,
such as trademarks and copyright infringement claims. The results of any current or future litigation cannot be predicted
with certainty, and regardless of the outcome, litigation can have an adverse impact on us because of defense and
settlement costs, diversion of management resources, harm to our brand and reputation, and other factors.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Price of Our Class A Common Stock

Our Class A common stock, par value $0.0001 per share, is listed on The Nasdaq Stock Market under the symbol
“BIRD” and began trading on November 3, 2021. Prior to that date, there was no public trading market for our Class A
common stock.

Holders of Record

As of February 28, 2023, we had 26 holders of record of our Class A common stock and 29 holders of record of our
Class B common stock. Because many of our shares of Class A common stock are held in street name by brokers and other
nominees on behalf of stockholders, we are unable to estimate the total number of beneficial owners of our Class A
common stock represented by these holders of record.

Dividend Policy

We have never declared or paid any cash dividends on our capital stock, and we do not intend to pay any cash
dividends in the foreseeable future. We expect to retain future earnings, if any, to fund the development and growth of our
business. Any future determination to pay dividends on our capital stock will be at the discretion of our board of directors.

Securities Authorized for Issuance under Equity Compensation Plans

See the section titled “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters” for information regarding securities authorized for issuance.

Stock Performance Graph

This performance graph shall not be deemed “soliciting material” or to be “filed” with the SEC, for purposes of
Section 18 of the Exchange Act, or otherwise subject to the liabilities under that Section, and shall not be deemed to be
incorporated by reference into any of our filings under the Securities Act.

The following graph compares (i) the cumulative total stockholder return on our Class A common stock from
November 3, 2021 (the date our Class A common stock commenced trading on the Nasdaq Stock Market) through
December 31, 2022 with (ii) the cumulative total return of the Standard & Poor's (S&P) 500 Index and the Nasdaq
Composite Index over the same period, assuming the investment of $100 in our Class A common stock and in both of the
other indices on November 3, 2021 and the reinvestment of dividends. The graph uses the closing market price on
November 3, 2021 of $28.89 per share as the initial value of our Class A common stock. As discussed above, we have
never declared or paid a cash dividend on our Class A common stock and do not anticipate declaring or paying a cash
dividend in the foreseeable future.
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Unregistered Sales of Equity Securities

None.

Issuer Purchases of Equity Securities
None.

Item 6. [Reserved]

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and related notes appearing elsewhere in this Annual Report on
Form 10-K. As discussed in the section titled “Special Note Regarding Forward-Looking Statements,” the following
discussion and analysis contains forward-looking statements that involve risks and uncertainties, as well as assumptions
that, if they never materialize or prove incorrect, could cause our results to differ materially from those expressed or
implied by such forward-looking statements. Factors that could cause or contribute to such differences include, but are not
limited to, those identified below, and those discussed in the section titled “Risk Factors” included under Part I, Item 14,
above.

Overview

Allbirds is a global lifestyle brand that innovates with naturally derived materials to make better footwear and apparel
products in a better way, while treading lighter on our planet.

We began our journey in 2015 with three fundamental beliefs about the emerging generation of consumers: first, these
consumers recognize that climate change is an existential threat to the human race; second, these consumers connect their
purchase decisions with their impact on the planet, demanding more from businesses; and third, these consumers do not
want to compromise between looking good, feeling good, and doing good. We became a public benefit corporation, or
PBC, under Delaware law and earned our B Corporation, or B Corp, certification in 2016, codifying how we take into
account the impact our actions have on all of our stakeholders, including the environment, our flock of employees,
communities, consumers, and investors. We have achieved our rapid growth through a digitally-led vertical retail
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distribution strategy. We market directly to consumers via our localized multilingual digital platform and our physical
footprint of 58 retail stores as of December 31, 2022. By primarily serving consumers directly, we cut out the layers of
costs associated with traditional wholesalers, creating a more efficient cost structure and higher gross margin. Our direct
distribution model allows us to control our sales channels and build deep relationships with our customers by delivering
high-quality products through a seamless and immersive brand experience, whether shopping on our website, on our app,
or in one of our Allbirds stores. Designing and creating innovative, sustainable materials is a challenging process for both
our internal R&D teams as well as our supply chain partners. We have invested time and resources to train our
manufacturers to use our natural materials, which we believe makes it difficult to replicate our novel manufacturing
processes at our product quality.

Recent Financial Performance

*  Net revenue grew approximately 7.3% for the year ended December 31, 2022 compared to the same period in 2021
and 35.8% compared to the same period in 2020.

*  Gross margin decreased to 43.5% for the year ended December 31, 2022 as compared to 52.9% for the same period in
2021.

*  Net loss was $101.4 million for the year ended December 31, 2022 as compared to $45.4 million for the same period
in 2021.

* Adjusted EBITDA loss was $60.4 million for the year ended December 31, 2022 as compared to a loss of $11.7
million for the same period in 2021.

Adjusted EBITDA is a financial measure that is not calculated in accordance with generally accepted accounting
principles in the United States, or GAAP. See the section titled “Non-GAAP Financial Measures” below for the definition
of adjusted EBITDA, as well as a reconciliation of adjusted financial measures to their most directly comparable GAAP
financial measures.

Recent Developments

March 2023 Strategic Transformation

In March 2023, we announced the implementation a strategic transformation plan to reignite growth in the coming
years, as well as improve capital efficiency, and drive profitability. The plan focuses on four key areas:

Our product and brand initiatives include increasing focus on core franchise management, through a concentration on
comfort and quality and better commercialization of our innovative materials, as well as increased investments into brand
marketing.

Our store-based distribution initiatives in the United States include optimizing our existing store fleet and selectively
expanding our third party wholesale channel. Store optimization will include slowing the pace of new store openings and
investing in corporate and retail store talent and store marketing.

Our international go-to-market strategy initiative encompasses evaluating ways to reduce complexity and grow
internationally in a cost- and capital-efficient manner. We may potentially partner with distributors in certain markets in the
future, which we expect would have impacts to both our short and long term results of operations, though the impact is
uncertain this time.

Our cost savings and capital efficiency initiatives build upon cost and cash optimization work that we began in 2022,
described in further detail in the “August 2022 Restructuring” section below. This includes plans to fully transition to a
new footwear manufacturing partner by the end of 2023, which will potentially accelerate cost of revenue, SG&A and cash
optimization savings over the next three years.

August 2022 Simplification Initiatives

In August 2022, we announced the implementation of simplification initiatives designed to generate cost of revenue
savings, streamline workflows, and lower operating costs. These initiatives focus on reducing costs related to our supply
chain and selling, general, and administrative expense. We expect these initiatives to result in estimated annualized selling,
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general, and administrative expense savings of approximately $13 million to $15 million. We substantially completed these
simplification initiatives in the fourth quarter of 2022.

Our supply chain initiatives included reduction of logistics costs in the United States by transitioning to automated
distribution centers and a dedicated returns processor, optimizing inventory to accelerate logistics cost savings, which
included inventory write-downs and write-offs over certain products, and accelerating the scaling of our manufacturing
base to reduce product carbon footprint and product costs over time. We recognized costs of $19.1 million primarily related
to the write-down and liquidation of certain first generation apparel products in the year ended December 31, 2022, which
are recorded within cost of revenue on the consolidated statement of operations and comprehensive loss. We also
recognized revenue of $2.0 million primarily related to the liquidation of certain first generation apparel products in the
year ended December 31, 2022, which is recorded within net revenue on the consolidated statement of operations and
comprehensive loss.

Our selling, general, and administrative expense initiatives included slowing the pace of corporate new hires and
backfills for departing employees, reducing our global corporate workforce, and reducing corporate office space to reflect a
new hybrid working environment. Related to this, we recognized expenses of $0.8 million in the year ended December 31,
2022, which is recorded within restructuring expense on the consolidated statement of operations and comprehensive loss.
These expenses are primarily related to severance and other employee termination-related costs, including the impact of
stock-based compensation, resulting from the reduction of our global corporate workforce of approximately 8% in 2022.
We ceased use of one of our corporate office leases in the United States in the third quarter of 2022 and began subleasing
the space to another tenant in the fourth quarter of 2022.

Key Factors Affecting Our Performance
Our financial and operating conditions have been, and will continue to be affected by a number of factors, including:
Ability to Grow Brand Awareness and Drive Efficient Customer Acquisition

The ability to communicate our mission of making better things in a better way is integral to our success in engaging
new customers and introducing them to our products and brand. Allbirds is still relatively unknown to consumers
worldwide, underscoring a large opportunity to scale our customer base and drive future growth. Our continued focus on
elevating our product offerings combined with our differentiated brand approach and authenticity is critical to attracting
new customers and increasing closet share. Further, we must continue to emphasize our commitment to people, the planet,
and our investors in order to further increase our reach and highlight the integrity of our brand. We believe our brand
strength will enable us to continue to grow brand awareness, allowing us to deepen relationships with consumers and
expand our access to global markets.

As we continue to scale and build our global brand awareness, our goal is to acquire new customers in a cost-effective
way. We will continue to evaluate our go-to-market strategy, both in the U.S. and internationally, and invest in customer
acquisition while the underlying customer unit economics indicate the return on investment is strong. The continued
execution of our customer acquisition strategy is key to acquiring more customers and driving growth and profitability for
our business. Our ability to acquire more customers depends significantly on a number of factors, including the level and
pattern of consumer spending in the product categories in which we operate and our ability to expand our brand awareness.
Starting in 2022, we began to selectively enter into retail partnerships with third parties, such as Nordstrom, REI, Dick’s
Sporting Goods and Scheels, to distribute our products on a limited basis in an effort to build brand awareness and establish
greater customer credibility in the market for our products. As part of our strategic transformation plan announced in
March 2023, we intend to leverage these third-party partnerships further to increase brand awareness and reach new
customers.

Continued Growth Within Existing Customer Base and Increasing Closet Share

In addition to seeking to acquire new customers, we continuously seek ways to engage with our large and growing
base of existing customers. We aim to grow our closet share within our existing customer base by focusing and developing
on our core franchises. We believe we must continue to both innovate with new products and focus on core products in
order to drive consumer engagement and increase our closet share. While we continue to do this, we must constantly
evaluate and improve our strategy to anticipate current and future consumer preferences and demands. At the same time, it
is critical that we maintain our long-trusted commitment to offering the most comfortable, high performance, and
sustainable products. In connection with our strategic transformation plan announced in March 2023, we intend to
reconnect with our core customers by focusing our product strategy on our core franchise products. Our continued growth
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within our existing customer base will depend in part on our ability to focus our product strategy to appeal to our existing
customers.

Execution of Our Vertical Retail Distribution Strategy and Optimization of Our Store Fleet

Our long-term growth strategy relies on our ability to grow across our digital and retail channels, while still
maintaining our goal of medium to long-term profitability. We believe an omni-channel buying experience is important to
meeting the needs of our growing customer base while also growing revenue. We expect net revenue and gross margin to
benefit from a higher mix of sales through our physical retail channel, due to a lower return rate and decreased shipping
costs.

Although we continue to view retail stores as key to reaching new customers and increasing penetration of omni-
channel customers, we plan to try to optimize our store fleet and focus on ensuring that our retail stores are efficiently
driving customer acquisition, as store traffic has not fully recovered to pre-pandemic levels. These optimization efforts may
include a combination of efforts, including evaluating the number of new store openings and slowing the pace of new retail
store openings, investing in store marketing, expanding our third-party partnerships, and exploring partnering with
distributors in certain international markets.

Our store count by primary geographical market is presented in the table below, as of the dates presented:

Store Count by Primary Geographical Market

December  March 31, June 30, September  December  March 31, June 30, September  December

31,2020 2021 2021 30,2021 31,2021 2022 2022 30,2022 31,2022
United States 12 12 15 19 23 27 32 38 42
International' 10 10 12 12 12 12 14 13 16
Total 22 22 27 31 35 39 46 51 58

Growing Our Product Innovation Platform

Innovation has been core to the Allbirds brand since our inception in 2015. Our future innovation and product pipeline
will depend, in part, on our ability to apply our expertise in materials science to source and commercialize materials that
are sustainable, durable, and comfortable. Our success in leveraging these materials in our products is partially reliant on
the ability of our manufacturing and supply chain partners to produce and distribute these materials at scale. It also takes
months of testing before we commercialize new materials and products, which could cause delays in our existing growth
plans. In addition, these initiatives may require ongoing investments which may lead to additional expenses that could
delay our ability to achieve medium to long-term profitability. For example, in 2022, we debuted a new shoe within our
lifestyle footwear offering, the Plant Pacer, which uses 100% plastic- and petroleum-free MIRUM plant leather from
Natural Fiber Welding, Inc.

Ability to Scale Infrastructure for Profitable Growth

To grow our business, we intend to continue to improve our operational and capital efficiency and thoughtfully
optimize our infrastructure. Our ability to scale relies upon our supply chain infrastructure. We believe our investments in
direct and meaningful relationships with all of our partners, from raw materials suppliers to Tier 1 manufacturers and
logistics providers, helps put us on a path of achieving profitable growth in the future. We will continue to make similar
investments in developing partnerships across the full supply chain. Most importantly, we are firmly committed to reducing
our carbon footprint and our environmental impact. This commitment may require current and future investments, which
may result in higher expenses.

Macroeconomic Trends

Consumers are increasingly becoming more conscious of the products they purchase and are seeking brands that are
responsible and purpose-driven. Consumers’ increasing care in the products and brands they trust have contributed to
significant demand for our products. Our status as a PBC and a B Corp highlight our commitment to sustainability and our
purpose while providing an objective reference point for consumers. As a purpose-native company, we believe we are well-
positioned at the intersection of key macro trends impacting our industry. However, changes in macro-level consumer
spending trends, including as a result of increases in inflation and interest rates, the strengthening of the U.S. dollar in

! In the third quarter of 2022, we opened two new international stores and had three store leases expire, resulting in a net reduction of one lease.
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relation to foreign currencies, the crises in Ukraine, and the COVID-19 pandemic, could result in fluctuations in our results
of operations. For example, during 2022, we utilized promotions to compete in a highly promotional environment and to
drive sales. We expect to continue utilizing promotions, which may negatively impact our gross profit in the near term.

Seasonality

Our business is affected by general seasonal trends common to the retail footwear and apparel industry, with a larger
percentage of our sales occurring during the end-of-year holiday period that typically falls within our fourth quarter. For
example, we generated approximately 28%, 35% and 36% of our full year net revenue during the fourth quarters of 2022,
2021, and 2020, respectively.

Impact of COVID-19

The COVID-19 pandemic continues to impact the global economy and cause disruption and volatility. While the vast
majority of our retail stores were open during the year ended December 31, 2022, certain locations in China and Europe
were temporarily closed based on government and health authority guidance. To date, we have not permanently closed any
of our retail stores due to COVID-19. Further, despite volatile sourcing and logistics headwinds, we were able to launch
several new product styles during 2022, including the Tree Flyer and the Pacer in both canvas and plant leather.

We believe we will continue to experience varying levels of disruption and volatility in different markets, based on the
possible sustained spread or resurgence of the pandemic. Any government response thereto increases the uncertainty
regarding future economic conditions that will impact our business in the future. See the section titled “Risk Factors—
Risks Related to Our Business, Brand, Products, and Industry—The COVID-19 pandemic has had, and may in the future
continue to have, a material adverse impact on our business” in Part I, Item 1A. Risk Factors, for further details.

Components of Results of Operations
Net Revenue

We generate net revenue primarily from sales of our products. We sell products directly through our own digital
channels (including our websites and mobile app), our leased retail stores, and third-party wholesalers. As of December 31,
2022, the majority of our sales are through our digital channels and leased retail stores. Net revenue consists of sales of our
products and shipping revenue, net of allowances for returns, discounts, and any taxes collected from customers. Revenue
is recognized when we satisfy our performance obligations by transferring control of the promised goods to the customer.
This occurs either upon shipment or upon receipt, depending on the terms of sale. We expect recent soft sales trends to
continue into 2023, contributing to an overall decrease in net revenue from 2022.

Cost of Revenue

Cost of revenue consists primarily of the cost of purchased inventory, inbound and outbound shipping costs, import
duties, distribution center and related equipment costs, and inventory write-downs or write-offs. Shipping costs to receive
products from our suppliers are included in the cost of inventory and recognized as cost of revenue upon sale of products to
our customers. We expect our cost of revenue to decrease or increase in absolute dollars in line with net revenue
fluctuations.

Gross Profit and Gross Margin

Gross profit represents net revenue less the cost of revenue. Gross margin is gross profit expressed as a percentage of
net revenue. Our gross margin may fluctuate from period to period based on a number of factors, including business
outcomes, the mix of products we sell, the geographies and channels through which we sell our products, price increases or
decreases, the innovation initiatives we undertake in each product category, cost drivers, such as commodity prices,
transportation rates, manufacturing costs, and inventory write-downs or write-offs, among other factors. We expect that the
combination of our strategy and growth initiatives in 2023 will result in a stronger gross margin profile.

Operating Expense
Selling, General, and Administrative expense

Selling, general, and administrative expense (“SG&A expense”), consists of salaries, stock-based compensation,
benefits, payroll taxes, bonuses, and other related costs, which we refer to as personnel and related expenses (including for
retail employees), as well as third-party consulting and contractor expenses, including non-employee stock-based
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compensation. Selling, general, and administrative expense also includes fixed and variable lease costs for corporate offices
and retail stores, depreciation and amortization expense, software costs, third-party professional fees, public company
operating costs, and costs related to other office functions. During 2022, we reduced our global corporate workforce by 8%
and subleased one of our corporate offices in the United States as part of an effort to streamline workflows and lower
operating cost, as well as executing on certain other cost control actions that will continue into 2023, including reducing
our hiring and cutting discretionary spending. We expect these actions, together with our strategic transformation plan on
cost and cash optimization, as announced in March 2023, to reduce costs included in SG&A expense, however, the
changing prices of goods and services caused by inflation and other macroeconomic factors may cause fluctuations in
SG&A expense, notwithstanding our cost control actions. Inclusive of these cost control actions, we still expect total
SG&A expense to increase over time.

Marketing Expense

Marketing expense consists of advertising costs incurred to acquire new customers, retain existing customers, and
build our brand awareness. We expect marketing expense to continue to increase in absolute dollars as we continue to
expand our brand awareness, reignite our focused product strategy, introduce new products and iterations, and implement
new marketing strategies.

Impairment Expense

Impairment expense consists of non-cash impairment charges relating to long-lived assets, which include property and
equipment and operating lease right-of-use assets.

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset group may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset group to future undiscounted net cash flows expected to be generated by the
assets. If the carrying amount of an asset group exceeds its estimated undiscounted net future cash flows, an impairment
charge is recognized for the amount by which the carrying amount of the asset group exceeds its fair value.

Restructuring Expense

Restructuring expense consists of severance and other personnel costs, including stock-based compensation, related to
the reduction of our global corporate workforce by 8% in 2022. Restructuring expense also consists of professional service
fees, and other costs associated with exit and disposal activities. We expect restructuring expense to increase in 2023 as a
result of our March 2023 strategic transformation plan.

Interest Income (Expense)

Interest income (expense) primarily consists of interest income generated from our cash and cash equivalents, offset by
interest expense associated with our credit agreement with JPMorgan Chase Bank, N.A. We expect interest income and
expense to fluctuate based on our future bank balances, credit line utilization, and the interest rate environment.

Other Income (Expense)

Other income (expense) consists of gains or losses on foreign currency, gains or losses on sales of property and
equipment, changes in the fair value of our equity investments, and changes in the fair value of our preferred stock warrant
liability.

The change in fair value for our preferred stock warrant liability was related to mark to market accounting and
fluctuated as the value of the underlying preferred equity increased or decreased. In November 2021, immediately prior to
the completion of the IPO, and upon the issuance of shares of Class B common stock, pursuant to the terms of our
outstanding convertible preferred stock warrants, our preferred stock warrants were automatically exchanged for Class B
common stock on a one-to-one basis and the preferred stock warrant liability was reclassified to additional paid-in capital
on the condensed consolidated balance sheet. Therefore, subsequent to November 2021, there is no longer an impact to
other income (expense) as a result of changes in the fair value of the preferred stock warrant liability.

Income Tax (Provision) Benefit

Our provision for income taxes consists of U.S. federal and state income taxes and income taxes in certain foreign
jurisdictions in which we conduct business. We record deferred tax assets and liabilities based on differences between the
book and tax bases of assets and liabilities. The deferred tax assets and liabilities are calculated by applying enacted tax
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rates and laws to taxable years in which such differences are expected to reverse. Because we have a recent history of pre-
tax book losses and are expected to be in a pre-tax book loss position in the near term, a valuation allowance was
maintained against the deferred tax assets in the United States, China, Hong Kong, and Vietnam as of December 31, 2022.

Results of Operations

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

Year Ended December 31,
2022 2021 2020
(in thousands)

Consolidated Statements of Operations Data:

Net revenue $ 297,766 $ 277,472 $ 219,296
Cost of revenue 168,138 130,810 106,555
Gross profit 129,628 146,662 112,741
Operating expense:
Selling, general, and administrative expense'"@ 166,736 122,200 86,694
Marketing expense 59,109 57,338 55,271
Impairment expense 3,286 — —
Restructuring expense 782 — —
Total operating expense 229,913 179,538 141,965
Loss from operations (100,285) (32,876) (29,224)
Interest income (expense) 19 (178) (297)
Other income (expense) 139 (11,506) (452)
Loss before provision for income taxes (100,127) (44,560) (29,973)
Income tax (provision) benefit (1,227) (810) 4,113
Net loss $ (101,354) § (45,370) $ (25,860)

Other comprehensive loss:
Foreign currency translation (loss) gain 4,277) (1,290) 2,245
Total comprehensive loss $ (105,631) $ (46,660) $ (23,615)

(1) Includes stock-based compensation expense of $19.0 million, $9.7 million, and $6.6 million for the years ended December 31, 2022, 2021, and
2020, respectively.

2) Includes depreciation and amortization expense of $15.8 million, $9.8 million, and $7.1 million for the years ended December 31, 2022, 2021, and
2020, respectively.
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The following table sets forth our consolidated results of operations as a percentage of net revenue, for the periods
presented:

Year Ended December 31,
2022 2021 2020

Consolidated Statements of Operations Data, as a Percentage of
Net Revenue:
Net revenue 100.0 % 100.0 % 100.0 %
Cost of revenue 56.5 % 47.1 % 48.6 %
Gross profit 43.5 % 529 % 514 %
Operating expense:

Selling, general, and administrative expense 56.0 % 44.0 % 39.5 %

Marketing expense 19.9 % 20.7 % 252 %

Impairment expense 1.1 % — % — %

Restructuring expense 0.3 % — % — %

Total operating expense 77.2 % 64.7 % 64.7 %

Loss from operations (33.7% (11.8)% (13.3)%
Interest income (expense) 0.0 % (0.1)% (0.1)%
Other income (expense) 0.0 % “4.)% (0.2)%
Loss before provision for income taxes (33.6)% (16.1)% (13. 7%
Income tax (provision) benefit (0.4)% (0.3)% 1.9 %
Net loss (34.0)% (16.4)% (11.8)%
Other comprehensive loss:

Foreign currency translation (loss) gain (1.4)% (0.5)% 1.0 %
Total comprehensive loss (35.5)% (16.8)% (10.8)%
Comparison of the Years Ended December 31, 2022 and 2021

Net Revenue

Year Ended December 31,
2022 2021 $ Change % Change
(dollars in thousands)

Net revenue $ 297,766 $ 277,472 $ 20,294 7.3 %

Net revenue increased by $20.3 million, or 7.3%, for the year ended December 31, 2022 compared to the year ended
December 31, 2021. Our sales growth was driven by an 8.4% increase in the number of units sold. This was partially offset
by unfavorable foreign exchange rates which had an estimated $8.0 million impact. In the U.S., retail store sales was the
primary driver of the increase in number of units sold as a result of 19 new stores opened during the year. Outside of the
U.S., net revenue was roughly flat, as the business was negatively impacted by external headwinds, including unfavorable
foreign exchange rates, continuing COVID-19 restrictions in China, and a decrease in discretionary consumer spending as
a result of macroeconomic conditions such as increasing inflation.

Cost of Revenue, Gross Profit, and Gross Margin

Year Ended December 31,

2022 2021 $ Change % Change
(dollars in thousands)
Cost of revenue $ 168,138 $ 130,810 $ 37,328 28.5 %
Gross profit 129,628 146,662 $ (17,034) (11.6)%
Gross margin 43.5 % 52.9 % (17.6)%
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Cost of revenue increased by $37.3 million, or 28.5%, for the year ended December 31, 2022 compared to the year
ended December 31, 2021. The increase was primarily driven by an increase in costs of $19.1 million related to inventory
optimization, primarily inventory write-downs and liquidation of end of life inventory, an increase of 8.4% in the volume
of units sold, and an increase of $11.8 million in freight and warehousing costs.

Gross profit decreased by $17.0 million, or 11.6%, in the year ended December 31, 2022 compared to the year ended
December 31, 2021. The decrease in gross profit was primarily driven by an impact of $17.1 million related to inventory
optimization, primarily inventory write-downs and liquidation of end of life inventory, as well as the impact of promotions,
partially offset by an 8.4% in the volume of units sold.

Gross margin declined from 52.9% to 43.5% for the year ended December 31, 2022 compared to the year ended
December 31, 2021, as a result of costs related to our inventory optimization, primarily inventory write-downs and
liquidation of end of life inventory, higher freight and warehousing costs, increased promotional activity, and unfavorable
foreign exchange rates, partially offset by a higher mix of margin accretive retail store sales.

Operating Expenses

Year Ended December 31,
2022 2021 $ Change % Change
(dollars in thousands)

Operating expense:

Selling, general, and administrative expense $ 166,736 $ 122,200 $ 44,536 36.4 %
Marketing expense 59,109 57,338 1,771 3.1 %
Impairment expense 3,286 — 3,286 N/A
Restructuring expense 782 — 782 N/A

Total operating expense $ 225,845 $ 179,538 $ 46,307 25.8 %

Selling, general, and administrative expense

Selling, general, and administrative expense increased $44.5 million, or 36.4%, for the year ended December 31, 2022
compared to the year ended December 31, 2021. The increase was primarily driven by an increase of $9.5 million in
personnel and related expenses as a result of higher headcount, an increase of $8.9 million in rent, utilities, and office
expenses as a result of 23 new stores in operation, an increase of $8.6 million in stock-based compensation and common
stock warrant expense, and an increase of $5.9 million of depreciation and amortization as a result of acquiring assets for
the build out of new stores and new internally developed software projects during the year. The remaining $11.6 million
increase was composed of other miscellaneous operating and third-party professional expenses and fees.

Marketing expense

Marketing expense increased $1.8 million, or 3.1%, for the year ended December 31, 2022 compared to the year ended
December 31, 2021. As a percentage of net revenue, marketing expense improved from 20.7% to 19.9%, due to
improvements in marketing efficiencies, partially offset by our sales decline in the fourth quarter.
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Impairment expense

Impairment expense increased by $3.3 million for the year ended December 31, 2022 compared to the year ended
December 31, 2021 as a result of impairment of certain operating lease right-of-use assets and property and equipment in
China that were impacted by COVID-related closures.

Restructuring expense

Restructuring expense increased by $0.8 million for the year ended December 31, 2022 compared to the year ended
December 31, 2021, and consisted primarily of severance and related costs of $0.7 million as a result of the 8% reduction
of our global corporate workforce in 2022.

Interest Income (Expense)

Year Ended December 31,
2022 2021 $ Change % Change
(dollars in thousands)
Interest income (expense) $ 19 % (178) $ 197 NM?

Interest income increased by $0.2 million, for the year ended December 31, 2022 compared to the year ended
December 31, 2021. The increase was driven by an increase in interest income on our cash and cash equivalents.

Other Income (Expense)

Year Ended December 31,
2022 2021 $ Change % Change
(dollars in thousands)
Other income (expense) $ 139 § (11,506) $ 11,645 NM?

Other income increased $11.6 million, for the year ended December 31, 2022 compared to the year ended December
31, 2021. The increase was primarily due to a decrease of $10.6 million of expense relating to the mark to market
adjustment to reflect the fair value of our preferred stock warrant liability in 2021 that was not present in 2022 and an
increase of $1.0 million related to a gain on foreign currency.

Income Tax Provision

Year Ended December 31,
2022 2021 $ Change % Change
(dollars in thousands)
Income tax provision $ (1,227) $ (810) $ (417) 51.5 %

Income tax provision increased by $0.4 million, or 51.5%, for the year ended December 31, 2022 compared to the year
ended December 31, 2021, primarily due to a mix of taxable income in foreign jurisdictions that resulted in differences in
the effective tax rates.

Comparison of the Years Ended December 31, 2021 and 2020

Net Revenue
Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)
Net revenue $ 277,472 $ 219,296 $ 58,176 26.5 %

Net revenue increased $58.2 million, or 26.5%, for the year ended December 31, 2021 compared to the year ended
December 31, 2020. Our sales growth was driven by a $57.7 million increase in the volume of units sold as a result of

2’NM - Not meaningful.
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strong consumer demand across geographies and channels and a strong response to new product launches during the year,
with the remaining $0.5 million due to an increase in our average selling price per unit driven by modest price increases in
certain of our products and product mix.

Cost of Revenue, Gross Profit, and Gross Margin

Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)
Cost of revenue $ 130,810 $ 106,555 $ 24,255 22.8 %
Gross profit 146,662 112,741 $ 33,921 30.1 %
Gross margin 52.9 % 514 % 2.8 %

Cost of revenue increased by $24.3 million, or 22.8%, in the year ended December 31, 2021 compared to the year
ended December 31, 2020. The increase was primarily driven by an increase in the volume of units sold. Gross profit
increased by $33.9 million, or 30.1%, in the year ended December 31, 2021 compared to the year ended December 31,
2020. The increase in gross profit was driven by a $29.9 million increase in the volume of units sold, with the remaining
$4.0 million due to an increase in gross margin rate. Our gross margin improved from 51.4% to 52.9% for the year ended
December 31, 2021 compared to the year ended December 31, 2020, primarily due to favorable channel and geography
mix, sales of higher gross margin products such as apparel, cost savings through achieving economies of scale with
manufacturers and key service providers, and a modest price increase in certain of our products, partially offset by higher
distribution center and logistics costs.

Operating Expenses

Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)

Operating expense:

Selling, general, and administrative expense $ 122,200 $ 86,694 $ 35,506 41.0 %
Marketing expense 57,338 55271 $ 2,067 3.7 %
Total operating expense $ 179,538 $ 141,965 § 37,573 26.5 %

Selling, general, and administrative expense

Selling, general, and administrative expense increased $35.5 million, or 41.0%, in the year ended December 31, 2021
compared to the year ended December 31, 2020. The increase was primarily driven by an increase of $13.3 million in
personnel and related expenses as a result of higher headcount, an increase of $4.7 million in stock-based compensation
and common stock warrant expense, an increase of $3.7 million in rent expense as a result of an increased number of stores
in operation, and an increase of $2.7 million of depreciation and amortization. The remaining $11.1 million increase was
composed of other miscellaneous operating and third-party professional expenses and fees, including $4.0 million in
additional expenses as a result of becoming a public company.

Marketing expense
Marketing expense increased $2.1 million, or 3.7%, in the year ended December 31, 2021 compared to the year ended

December 31, 2020. As a percentage of net revenue, marketing expense improved from 25.2% to 20.7%, due to
improvements in marketing efficiencies.

Interest Expense
Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)
Interest expense $ 178) $ 297) $ 119 (40.1)%
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Interest expense decreased $0.1 million, or 40.1%, in the year ended December 31, 2021 compared to the year ended
December 31, 2020. The decrease was primarily driven by less borrowing under the Credit Agreement in 2021 as
compared to 2020.

Other Expense
Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)
Other expense $  (11,506) $ (452) $  (11,054) 2445.6 %

Other expense increased $11.1 million, or 2445.6%, in the year ended December 31, 2021 compared to the year ended
December 31, 2020. The increase was primarily driven by a mark to market adjustment to reflect the increase in fair value
of our preferred stock warrant liability as a result of the increase in the value of the underlying preferred equity. As noted
above, in connection with our IPO in November 2021, the preferred stock warrant liability was reclassified to additional
paid-in capital. Therefore, subsequent to November 2021, there will no longer be an impact to other expense related to the
preferred stock warrant liability.

Income Tax Benefit (Provision)

Year Ended December 31,
2021 2020 $ Change % Change
(dollars in thousands)
Income tax (provision) benefit $ (810) $ 4,113 § (4,923) (119.7)%

Income tax (provision) benefit decreased by $4.9 million, or 119.7%, in the year ended December 31, 2021 compared
to the year ended December 31, 2020, resulting in an income tax provision, primarily due to the fact that the 2020 tax
benefit reflected the carryback of net operating losses under the Coronavirus Aid, Relief, and Economic Security Act, or
the CARES Act, which is nonrecurring. In the prior year ended December 31, 2020, we elected to carry back 2018 and
2019 net operating losses to prior tax years.

Non-GAAP Financial Measures

This Annual Report on Form 10-K and accompanying financial tables include references to adjusted EBITDA and
adjusted EBITDA margin, which are non-GAAP financial measures. We believe that these non-GAAP financial measures,
when reviewed in conjunction with GAAP financial measures, and not in isolation or as substitutes for analysis of our
results of operations under GAAP, are useful to investors as they are widely used measures of performance, and the
adjustments we make to these non-GAAP financial measures provide investors further insight into our profitability and
additional perspectives in comparing our performance to other companies and in comparing our performance over time on
a consistent basis. These non-GAAP financial measures should not be considered as alternatives to net loss or net loss
margin as calculated and presented in accordance with GAAP.

Adjusted EBITDA is defined as net loss before stock-based compensation expense, including common stock warrant
expense, depreciation and amortization expense, impairment expense, restructuring expense, other income or expense
(consisting of non-cash changes in the fair value of our equity investments, non-cash gains or losses on foreign currency,
non-cash gains or losses on sales of property and equipment, and non-cash changes in fair value of our preferred stock
warrant liability), interest income or expense, and income tax provision or benefit.

Adjusted EBITDA margin is defined as adjusted EBITDA divided by net revenue.

There are a number of limitations related to the use of these non-GAAP financial measures. Some of these limitations
are:

* adjusted EBITDA and adjusted EBITDA margin do not reflect stock-based compensation expense, including
common stock warrant expense, and therefore do not include all of our compensation costs;

+ adjusted EBITDA and adjusted EBITDA margin do not reflect depreciation and amortization expense and,
although these are a non-cash expense, the assets being depreciated may have to be replaced in the future,
increasing our cash requirements;
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+ adjusted EBITDA and adjusted EBITDA margin do not reflect impairment expense for long-lived assets and,
although these are a non-cash expense, the assets being impaired may not recover their fair value, increasing our
cash requirements;

+ adjusted EBITDA and adjusted EBITDA margin do not reflect severance, reorganization, exit, disposal and other
costs associated with restructuring plans, which reduce cash available to us;

* adjusted EBITDA and adjusted EBITDA margin do not reflect other income or expense that may reduce cash
available to us if the actual cash received is lower than the cash paid,

* adjusted EBITDA and adjusted EBITDA margin do not reflect interest income or expense, or the cash required to
service interest on our debt, which reduces cash available to us; and

+ adjusted EBITDA and adjusted EBITDA margin do not reflect income tax expense, or tax payments that may
reduce cash available to us.

Further, other companies, including companies in our industry, may calculate these non-GAAP financial measures
differently, which reduces their usefulness as comparative measures. Because of these limitations, we consider, and
investors should consider, these non-GAAP financial measures together with other operating and financial performance
measures presented in accordance with GAAP.

The following table presents a reconciliation of adjusted EBITDA to its most comparable GAAP measure, net loss:

Year Ended December 31,
2022 2021 2020
(in thousands)
(unaudited)

Net loss $ (101,354) $ (45,370) $ (25,860)
Add (deduct):

Stock-based compensation expense, including common stock

warrant expense 20,026 11,408 6,684

Depreciation and amortization expense 15,754 9,813 7,110

Impairment expense 3,286 = —

Restructuring expense 782 — —

Other (income) expense (19) 178 297

Interest (income) expense (139) 11,506 452

Income tax provision (benefit) 1,227 810 4,113)
Adjusted EBITDA" $ (60,437) $ (11,655) $ (15,430)

(1) We are no longer excluding the revenue and cost of revenue impact associated with the inventory optimization related to the previously
announced discontinuation of our first generation apparel business, the Simplification Initiatives, from Adjusted EBITDA. The impact of this change to
our adjusted EBITDA for the year ended December 31, 2022 is an increase to Adjusted EBITDA loss of $17.1 million.

Adjusted EBITDA decreased by $48.8 million in the year ended December 31, 2022 compared to the year ended
December 31, 2021. The decrease in adjusted EBITDA was primarily driven by the $56.0 million increase in net loss and
$11.6 million decrease in other expense, which was partially offset by increases in stock-based compensation and
depreciation and amortization.

Adjusted EBITDA increased by $3.8 million in the year ended December 31, 2021 compared to the year ended
December 31, 2020. The increase in adjusted EBITDA, despite the increase in net loss, was primarily driven by increases
in stock-based compensation, depreciation and amortization, other expense, and income tax provision, partially offset by
$4.0 million in additional expenses as a result of becoming a public company.
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We define adjusted EBITDA margin as adjusted EBITDA divided by net revenue. The following table presents net
loss and adjusted EBITDA as percentages of net revenue:

Year Ended December 31,
2022 2021 2020
(in thousands)
(unaudited)

Net revenue $ 297,766 $ 277472 $ 219,296
Net loss $ (101,354) $ (45370) $ (25,860)
Net loss margin (34.0)% (11.8)% (7.5)%
Adjusted EBITDA $  (60,437) $ (11,655 $ (15,430)
Adjusted EBITDA margin (20.3)% 4.2)% (7.0)%

Adjusted EBITDA margin declined from (4.2)% to (20.3)% in the year ended December 31, 2022 compared to the
year ended December 31, 2021 and improved from (7.0)% to (4.2)% in the year ended December 31, 2020 compared to the
year ended December 31, 2019. The changes were primarily driven by the same factors as noted in the adjusted EBITDA
discussion above.

Liquidity and Capital Resources

As of December 31, 2022, we had cash and cash equivalents of $167.1 million. Our operations have been funded
primarily through cash flows from the sale of our products and net proceeds from private sales of equity securities. We
completed our IPO in November 2021 and received aggregate proceeds of $237.0 million, net of the underwriting
discounts and commissions of $15.8 million and before offering costs of $5.4 million.

We believe our existing cash and cash equivalent balances, cash flow from operations, and amounts available for
borrowing under the Credit Agreement will be sufficient to meet our cash requirements over the next 12 months. We
believe we will meet longer-term expected future cash requirements and obligations through a combination of our existing
cash and cash equivalent balances, cash flow from operations, amounts available for borrowing under the Credit
Agreement and issuances of equity securities or debt offerings.

Our material cash requirements for future capital expenditures, expected to be between $10 million and $15 million in
2023, may vary materially from those currently planned and will depend on many factors, including our revenue growth
rate, the impact of our strategic transformation plan, our ability to scale across categories, geographies, and channels, our
human capital costs which are not accurately estimable, our ability to execute on new marketing initiatives, the timing and
extent of spending to support investments in growth and technology initiatives, the market adoption of new products, ESG
initiatives to reduce and offset our carbon emissions, and overall market conditions. As we begin to execute on our
strategic transformation plan announced in March 2023, we expect to see a decrease in future capital expenditures due to
fewer store openings in the U.S. as well as in international markets if we transition our international go-to-market strategy
to partnerships with distributors in certain markets. To the extent that current and anticipated future sources of liquidity are
insufficient to fund our future business activities and requirements, we may be required to seek additional equity or debt
financing. The sale of additional equity would result in additional dilution to our stockholders. The incurrence of additional
debt financing would result in debt service obligations and the instruments governing such debt could provide for operating
and financing covenants that would restrict our operations. There can be no assurances that we will be able to raise
additional capital when needed or on terms acceptable to us. The inability to raise capital if needed would adversely affect
our ability to achieve our business objectives.

Our material cash requirements include the following contractual and other obligations:
Debt
In February 2019, we entered into the Credit Agreement. The Credit Agreement is an asset-based loan with a revolving

line of credit of up to $40.0 million and an optional accordion of up to $35.0 million. The Credit Agreement has a maturity
date of February 20, 2024. As of December 31, 2022 and 2021, we had no outstanding balances under the Credit
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Agreement. See Note 9, Long-Term Debt, of our consolidated financial statements included in Part II, Item 8, for more
information regarding the Credit Agreement.

Inventory Purchase Obligations

Inventory purchase obligations relate to a supplier agreement that requires us, through our manufacturers, to purchase
a minimum quantity of materials per year. As of December 31, 2022, we had inventory purchase obligations of $17.7
million, with $2.3 million payable within 12 months. See Note 15, Commitments and Contingencies, of our consolidated
financial statements included in Part II, Item 8, for more information regarding our inventory purchase obligations.

Operating Leases

We lease various office and retail spaces for our operations with lease terms ranging from 1 year to 12 years, certain of
which contain renewal provisions. As of December 31, 2022, we had undiscounted operating lease commitments of $125.7
million, with $14.1 million payable within 12 months. See Note 16, Leases, of our consolidated financial statements
included in Part II, Item 8, for more information regarding our operating lease commitments.

Cash Flows
Year Ended December 31,
2022 2021 2020
(in thousands)

Net cash used in operating activities $ (90,583) $ (50,850) $ (34,578)
Net cash used in investing activities (32,292) (25,636) (16,281)
Net cash provided by financing activities 3,581 238,152 102,189
Effect of foreign exchange rate changes on cash, cash equivalents, and
restricted cash (1,515) (341) 909

Net (decrease) increase in cash, cash equivalents, and restricted cash § (120,809) $ 161,325 $ 52,239

Operating Activities

Our largest sources of operating cash are cash payments received from customers for sales of our products. Our
primary uses of cash from operating activities are for personnel and related expenses, selling and marketing expenses, and
third-party professional fees. We have generated negative operating cash flows and have supplemented working capital
through net proceeds from the sale of equity securities, including proceeds from our IPO in November 2021.

Net cash used in operating activities mainly consists of our net loss adjusted for certain non-cash items, including
stock-based compensation, depreciation and amortization of property and equipment, inventory write-offs and write-
downs, and changes in operating assets and liabilities during each year.

During 2022, net cash used in operating activities was $90.6 million, which consisted of a net loss of $101.4 million
and a net increase of $40.6 million in our operating assets and liabilities, partially offset by non-cash charges of $51.4
million added back to net loss. The change in operating assets and liabilities was primarily due to an increase of $24.7
million in inventory due to higher inventory on hand and higher inbound freight costs, as well as a decrease of $18.5
million in accounts payable due to timing of payments.

During 2021, net cash used in operating activities was $50.9 million, which consisted of a net loss of $45.4 million,
partially offset by non-cash charges of $31.8 million and a net change of $37.3 million in our operating assets and
liabilities. The change in operating assets and liabilities was primarily due to an increase of $48.5 million in inventory due
to a combination of higher in-transit inventory, resulting from extended lead times and higher inbound freight costs.
Additionally, the change in operating assets and liabilities was due to an increase in $11.5 million in prepaid and other
current assets largely due to an increase in accounts and other receivables, offset by an increase of $25.2 million in
accounts payable and accrued expenses due to timing of payments and an increase of other long-term liabilities of $5.3
million due to an increase in deferred rent liabilities.

90



Investing Activities

Net cash used in investing activities primarily relates to capital expenditures to support our growth and investment in
property and equipment for expansion of our business.

Net cash used in investing activities in 2022, 2021, and 2020 was $32.3 million, $25.6 million, and $16.3 million,
respectively, and consisted primarily of cash outflows for the purchases of property and equipment to support the opening
of retail stores across the U.S. and internationally.

Financing Activities

Net cash provided by financing activities in 2022 was $3.6 million, primarily due to net proceeds from the exercise of
stock options, the issuance of common stock under the employee stock purchase plan, and the receipt of a repayment for a
non-recourse promissory note, offset by payments of deferred offering costs and taxes withheld on employee stock awards.

Net cash provided by financing activities in 2021 and 2020 was $238.2 million and $102.2 million, respectively,
primarily due to $237.0 million of offering proceeds from our IPO in November 2021 and net proceeds from issuances of
our Series E preferred stock, respectively.

Critical Accounting Estimates

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

We believe that the following accounting estimates involve a high degree of judgment and complexity. Accordingly,
these are the policies we believe are the most critical to aid in fully understanding and evaluating our financial condition
and results of our operations. See Note 2, Significant Accounting Policies, in the notes to our consolidated financial
statements included in Part II, Item 8, for a description of our other significant accounting policies and estimates.

Revenue Recognition

Our primary source of revenue is from sales of shoes and apparel products. We determine revenue recognition in
accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 606, Revenue from
Contracts with Customers. Revenue is recognized when transfer of control to the customer has occurred, which is either
upon shipment or upon receipt, depending on the terms of sale. The transaction price is determined based upon the invoiced
sales price, less anticipated sales returns from and discounts to customers. As customers may return products, we record a
reserve for estimated product returns in each reporting period as a reduction of net revenue, which is based on historical
return trends. We record the expected customer refund liability as a reduction to revenue, and the expected inventory right
of recovery as a reduction of cost of revenue. We believe revenue recognition is subject to uncertainty as actual return costs
can differ from previous estimates based on the amount of customer returns or exchanges, which would result in
adjustments to the amount of liability and corresponding revenue in the period in which such differences occur. In making
such estimates, we analyze historical returns, current economic trends and changes in customer demand and acceptance of
our products.

Inventory

Inventory consists of finished goods, stated at the lower of cost or net realizable value. We value our inventory using
the weighted-average cost method and include product costs from our suppliers, freight, import duties and other landing
costs. We periodically review inventory and make provisions as necessary to appropriately value end of life, slow-moving,
damaged, and excess inventory. To determine if the value of inventory requires a write-down, we estimate the net
realizable value of inventory by considering current and anticipated demand, customer preferences and buying trends, the
age of the merchandise, and product quality. Inventory write-downs are recognized in cost of revenue in the condensed
consolidated statements of operations and comprehensive loss. Our reserve estimates require us to make assumptions based
on the current rate of sales, age of inventory, salability and profitability of inventory, all of which may be affected by
changes in our product mix and consumer preferences. These adjustments are estimates which could vary significantly,
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either favorably or unfavorably, from actual requirements if future economic conditions, customer demand or other factors
differ from expectations.

Impairment of Long-Lived Assets

We evaluate the recoverability of property and equipment, operating lease right-of-use assets, and other long-lived
assets, including identifiable intangible assets with definite lives, whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Long-lived assets are reviewed for recoverability at the lowest
level in which there are identifiable cash flows (asset group). The asset group is typically at the country-level for store
assets and the corporate-level for corporate assets. The carrying amount of a country asset group includes stores’ operating
lease right-of-use assets and property and equipment, primarily leasehold improvements. Recoverability of assets held and
used is measured by comparing the carrying amount of an asset or an asset group to the estimated undiscounted future net
cash flows expected to be generated by the asset or asset group. If the carrying amount of an asset or asset group exceeds
these estimated future cash flows, an impairment charge is recognized as the amount by which the carrying amount of the
assets exceeds the fair value of the asset or asset group, based on estimated discounted net future cash flows. Assumptions
used in these forecasts are consistent with internal planning, and include revenue growth rates, gross margins, and
operating expense in relation to the current economic environment and our future expectations, competitive factors in its
various markets, inflation, revenue trends and other relevant economic factors that may impact the asset group under
evaluation.

There is uncertainty in the projected undiscounted future cash flows used in our impairment review analysis, which
requires the use of estimates and assumptions. If our actual performance does not achieve our projections, or if the
assumptions used change in the future, we may be required to recognize impairment charges in future periods, and any
such charges could be material. We determine that triggering events, primarily related to a current-period and history of
operating cash flow losses and the impact of COVID-related store closures, occurred during 2022 that required an
impairment review of our long-lived assets. Based on the results of this analysis, we recorded non-cash impairment charges
of $3.3 million.

Any material changes in the sum of our undiscounted cash flow estimates resulting from different assumptions used as
of December 31, 2022 for those asset groups included in our evaluation could result in a material change in the long-lived
asset impairment charge for fiscal year 2022. Our projections are estimates, which could vary significantly, either favorably
or unfavorably, from actual results if future economic conditions, consumer demand and competitive environments differ
from our expectations.

Stock-Based Compensation

We measure and recognize compensation expense for all stock-based awards, including stock options and restricted
stock units, or RSUs, granted to employees, directors, and non-employees, and stock purchase rights granted under the
2021 ESPP, or ESPP Rights, to employees, based on the estimated fair value of the awards on the date of grant. The fair
value of each stock option and ESPP Right granted is estimated using the Black-Scholes option-pricing model. The fair
value of each RSU award is based on the estimated fair value of our common stock on the date of grant.

The Black-Scholes option pricing model requires the input of highly subjective assumptions, including the fair value of
the underlying common stock, the expected term of the option, the expected volatility of the price of our common stock,
risk-free interest rates, and the expected dividend yield of our common stock. The assumptions used to determine the fair
value of the option awards represent management’s best estimates. These estimates involve inherent uncertainties and the
application of management’s judgment over the assumptions listed below. The related stock-based compensation expense
is recognized on a straight-line basis over the requisite service period of the awards. We account for forfeitures as they
occur instead of estimating the number of awards expected to be forfeited.

These assumptions and estimates are as follows:

Fair value of common stock—As our common stock was not publicly traded prior to November 2021, the fair value
was determined by our board of directors, with input from management and valuation reports prepared by third-party
valuation specialists. Stock-based compensation for financial reporting purposes is measured based on updated estimates of
fair value when appropriate, such as when additional relevant information related to the estimate becomes available in a
valuation report issued as of a subsequent date. After our IPO, the fair value of our common stock is determined by the
closing price, on the grant date, of our common stock, which is traded on Nasdagq.
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Expected dividend yield—We have never declared or paid any cash dividends and do not presently plan to pay cash
dividends in the foreseeable future. As a result, an expected dividend yield of zero percent was used.

Expected volatility—As we did not have a trading history for our common stock prior to November 2021, the expected
volatility was estimated by taking the average historic price volatility for industry peers, consisting of several public
companies in our industry which are either similar in size, stage of life cycle, or financial leverage, over a period equivalent
to the expected term of the awards.

Expected term—The expected term of options represents the period of time that options are expected to be
outstanding. Our historical stock option exercise experience does not provide a reasonable basis upon which to estimate an
expected term due to a lack of sufficient data. For stock options granted to employees, we estimate the expected term by
using the simplified method. The simplified method calculates the expected term as the average of the time-to-vesting and
the contractual life of the options. For stock options granted to non-employees, the expected term equals the contractual
term of the option.

Risk-free interest rate—The risk-free interest rate for the expected term of the options was based on the U.S. Treasury
yield curve in effect at the time of the grant.

The assumptions for expected volatility and expected term are the two assumptions that most significantly affect the
grant date fair value of stock options and ESPP Rights. Changes in expected risk-free rate of return do not significantly
impact the calculation of fair value and determining this input is not highly subjective.

We will continue to use judgment in evaluating the assumptions related to our stock-based compensation on a
prospective basis. As we continue to accumulate additional data related to our common stock, we may refine our estimation
process, which could materially impact our future stock-based compensation expense. Changes in these subjective
assumptions can materially affect the estimate of the fair value of stock options and ESPP Rights and, consequently, the
related amount of stock-based compensation expense recognized in our consolidated statements of operations and
comprehensive loss.

Fair Value of Common Stock

Prior to our IPO in November 2021, given the absence of a public trading market of our common stock and in
accordance with the American Institute of Certified Public Accountants Accounting and Valuation Guide, Valuation of
Privately-Held Company Equity Securities Issued as Compensation, our board of directors exercised reasonable judgment
and considered numerous and subjective factors to determine the best estimate of fair value of our common stock,
including:

¢ independent third-party valuations of our common stock;

¢ the prices at which our common and convertible preferred stock were sold to outside or existing investors;

¢ the rights, preferences, and privileges of our convertible preferred stock relative to those of our common stock;

* our results of operations, financial position, and capital resources;

* industry outlook;

¢ the lack of marketability of our common stock;

¢ the fact that the option grants involve illiquid securities in a private company;

¢ the likelihood of achieving a liquidity event, such as an initial public offering or a sale of our company, given
prevailing market conditions;

¢ the history and nature of our business, industry trends, and competitive environment; and

¢ general economic outlook including economic growth, inflation and unemployment, interest rate environment, and
global economic trends.
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In valuing our common stock, our board of directors determined the equity value of our business using various
valuation methods including the sale of preferred stock to unrelated third parties, combinations of income, and market
approaches with input from management. The income approach estimates value based on the expectation of future cash
flows that a company will generate. These future cash flows are discounted to their present values using a discount rate
derived from an analysis of the cost of capital of comparable publicly traded companies in our industry or similar business
operations as of each valuation date and is adjusted to reflect the risks inherent in our cash flows. For each valuation, the
equity value determined by the income and market approaches was then allocated to the common stock using either the
option pricing method, or OPM, or a hybrid method. The hybrid method is a hybrid of the probability weighted expected
return method, or PWERM, and the OPM.

The OPM is based on a Black-Scholes option pricing model, which allows for the identification of a range of possible
future outcomes, each with an associated probability. The OPM is appropriate to use when the range of possible future
outcomes is difficult to predict and thus creates highly speculative forecasts. PWERM involves a forward-looking analysis
of the possible future outcomes of the enterprise. This method is particularly useful when discrete future outcomes can be
predicted at a relatively high confidence level with a probability distribution. Discrete future outcomes considered under
the PWERM include an initial public offering, as well as non-initial public offering market-based outcomes. Determining
the fair value of the enterprise using the PWERM requires us to develop assumptions and estimates for both the probability
of an initial public offering liquidity event and stay private outcomes, as well as the values we expect those outcomes could
yield. Our common stock valuations prior to March 2021 were based on the OPM. Beginning in March 2021 and prior to
our IPO in November 2021, we valued our common stock based on a hybrid method of the PWERM and the OPM.

In addition, we considered any secondary transactions involving our capital stock. In our evaluation of those
transactions, we considered the facts and circumstances of each transaction to determine the extent to which they
represented a fair value exchange. Factors considered include transaction volume, timing, whether the transactions
occurred among willing and unrelated parties, and whether the transactions involved investors with access to our financial
information.

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

For valuations after the completion of our IPO, our board of directors determines the fair value of each share of
underlying common stock based on the closing price of our common stock on The Nasdaq Stock Market as reported on the
date of grant. Future expense amounts for any particular period could be affected by changes in our assumptions or market
conditions.

Recent Accounting Pronouncements

For information on recent accounting pronouncements, see Note 2, Significant Accounting Policies, in the notes to our
consolidated financial statements included in Part II, Item 8.

Emerging Growth Company Status

We are currently an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or
JOBS Act, and we may take advantage of certain exemptions from various reporting requirements that are applicable to
other public companies that are not emerging growth companies. We may take advantage of these exemptions until we are
no longer an emerging growth company. Section 107 of the JOBS Act provides that an emerging growth company can take
advantage of the extended transition period afforded by the JOBS Act for the implementation of new or revised accounting
standards. We have elected to use the extended transition period for complying with new or revised accounting standards
and, as a result of this election, our financial statements may not be comparable to companies that comply with public
company effective dates. We may take advantage of these exemptions up until December 31, 2026, the last day of the fiscal
year following the fifth anniversary of our initial public offering or such earlier time that we are no longer an emerging
growth company. We would cease to be an emerging growth company if we have more than $1.235 billion in annual gross
revenue, we have more than $700.0 million in market value of our Class A stock held by non-affiliates or we issue more
than $1.0 billion of non-convertible debt securities over a three-year period.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks, which arise during the ordinary course of business from changes in interest rates,
foreign currency exchange rates, and inflationary factors. A discussion of our primary market risk exposures is presented
below.

Interest Rate Risk

As of December 31, 2022, we had cash and cash equivalents of $167.1 million and a revolving line of credit of up to
$40.0 million with JPMorgan Chase Bank, N.A., under which we had no amounts outstanding. Cash and cash equivalents
consists primarily of cash held in financial institutions within the United States and internationally and cash in transit from
third-party credit card providers. Borrowings under the revolving line of credit bear interest at variable rates.

We are exposed to market risk relating to changes in interest rates as they can affect the amount of interest income we
earn on our cash and cash equivalents and the amount of interest payments we make on our debt borrowings. We do not
enter into investments for trading or speculative purposes and have not used any derivative financial instruments to manage
our interest rate risk exposure. As of December 31, 2022, a hypothetical 10% change in interest rates would not have
resulted in a material impact on our consolidated financial statements.

Foreign Currency Risk

Our consolidated financial statements are presented in U.S. dollars and the functional currency of our international
subsidiaries is generally the applicable local currency. Accordingly, our results of operations are subject to fluctuations due
to changes in foreign currency exchange rates, particularly changes in the Chinese yuan, British pound, Japanese yen, euro,
Korean won, and Vietnamese dong. Fluctuations in foreign currency exchange rates may cause us to recognize transaction
gains and losses in our consolidated statements of operations and comprehensive loss. Although we have not historically
entered into derivative or hedging transactions, given the recent unfavorable foreign exchange rates and its impact to our
revenue, we may do so in the future if our exposure to foreign currency becomes more significant. As of December 31,
2022, a hypothetical 10% change in the relative value of the U.S. dollar to other currencies would not have had a material
effect on our results of operations.

Foreign currency exchange differences which arise on translation of our international subsidiaries' balance sheets into
U.S. dollars are recorded in accumulated other comprehensive (loss) income within stockholders' equity on the
consolidated balance sheet. As of December 31, 2022 and 2021, we had accumulated other comprehensive loss of $3.6
million and accumulated other comprehensive income of $0.7 million, respectively, as a result of foreign currency
translation adjustments.

Inflation Risk

Given the recent rise in inflation, there have been and may continue to be additional pressures on the ongoing increases
in supply chain and logistics costs, materials costs, and labor costs. Although we do not believe that inflation has had a
material impact on our business, financial condition or results of operations, our business could be more affected by
inflation in the future which could have an adverse effect on our ability to maintain current levels of gross margin and
operating expenses as a percentage of net revenue if we are unable to fully offset such higher costs through price increases
and cost reductions. Additionally, because we purchase inventory from our suppliers, we may be adversely impacted by
their inability to adequately mitigate inflationary, industry, or economic pressures.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the shareholders and the Board of Directors of Allbirds, Inc.:
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Allbirds, Inc. and subsidiaries (the "Company") as
of December 31, 2022 and 2021, the related consolidated statements of operations and comprehensive loss, convertible
preferred stock and stockholders’ equity (deficit), and cash flows, for each of the three years in the period ended December
31, 2022, and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2022, and
2021, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2022,
in conformity with accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, the Company has changed its method of accounting for leases
effective January 1, 2022, due to the adoption of Accounting Standards Codification Topic 842, Leases.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to
the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement,
whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal
control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ Deloitte & Touche LLP

San Francisco, California
March 10, 2023

We have served as the Company’s auditor since 2016.
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CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Inventory
Prepaid expenses and other current assets

Total current assets

Property and equipment—net
Operating lease right-of-use assets
Other assets

Total assets

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Current lease liabilities
Deferred revenue

Total current liabilities

Noncurrent liabilities:
Noncurrent lease liabilities
Other long-term liabilities

Total noncurrent liabilities
Total liabilities

Commitments and contingencies (Note 15)

Stockholders’ equity:

Class A Common stock, $0.0001 par value; 2,000,000,000 shares authorized as of
December 31, 2022 and 2021; 96,768,745 and 49,016,511 shares issued and outstanding as of

December 31, 2022 and 2021, respectively

Class B Common stock, $0.0001 par value; 200,000,000 shares authorized as of December 31,
2022 and 2021; 53,137,729 and 98,036,009 shares issued and outstanding as of December 31,

2022 and 2021, respectively
Additional paid-in capital

Accumulated other comprehensive (loss) income

Accumulated deficit
Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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December 31, December 31,
2022 2021

$ 167,136 $ 288,576
9,206 10,978

116,796 106,876

15,796 37,938

308,934 444,368

54,340 37,955

91,232 —

7,858 6,106

$ 462,364 $ 488,429
12,245 30,726

23,448 46,243

10,263 —

4,057 4,187

50,012 81,156

95,583 —

— 10,269

95,583 10,269

$ 145,595 $ 91,425
10 5

5 10

559,106 533,709

(3,611) 666
(238,741) (137,386)
316,769 397,004

$ 462,364 $ 488,429




ALLBIRDS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE LOSS
(in thousands, except share and per share amounts)

Year Ended December 31,
2022 2021 2020

Net revenue $ 297,766 $ 277,472 $ 219,296
Cost of revenue 168,138 130,810 106,555
Gross profit 129,628 146,662 112,741
Operating expense:

Selling, general, and administrative expense 166,736 122,200 86,694

Marketing expense 59,109 57,338 55,271

Impairment expense 3,286 — —

Restructuring expense 782 — —

Total operating expense 229,913 179,538 141,965

Loss from operations (100,285) (32,876) (29,224)

Interest income (expense) 19 (178) (297)
Other income (expense) 139 (11,506) (452)
Loss before provision for income taxes (100,127) (44,560) (29,973)
Income tax (provision) benefit (1,227) (810) 4,113
Net loss $ (101,354) § (45,370) $ (25,860)
Net loss per share data:

Net loss per share attributable to common stockholders, basic and

diluted $ (0.68) $ (0.65) $ (0.49)

Weighted average shares used in computing net loss per share

attributable to common stockholders, basic and diluted 148,754,428 69,308,930 53,005,424
Other comprehensive loss:

Foreign currency translation (loss) gain (4,277) (1,290) 2,245
Total comprehensive loss $  (105,631) $ (46,660) $ (23,615)

See accompanying notes to consolidated financial statements.
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ALLBIRDS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,
2022 2021 2020
Cash flows from operating activities:
Net loss $ (101,354) $ (45,370) $ (25,860)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 14,679 9,653 7,088
Amortization of debt issuance costs 49 49 49
Stock-based compensation 19,873 11,245 6,784
Inventory write-down 14,437 — —
Deferred taxes (898) 252 39)
Impairment expense 3,279 = =
Change in fair value of preferred stock warrant liability — 10,624 (749)
Changes in assets and liabilities:
Accounts receivable 1,605 (9,110) (740)
Inventory (24,742) (48,476) (13,867)
Prepaid expenses and other current assets 18,100 (11,505) (11,249)
Operating lease right-of-use assets and current and noncurrent lease
liabilities 12,265 — —
Accounts payable and accrued expenses (37,593) 25,240 1,249
Other long-term liabilities (10,157) 5,289 1,944
Deferred revenue (126) 1,259 812
Net cash used in operating activities (90,583) (50,850) (34,578)
Cash flows from investing activities:
Purchase of property and equipment (31,363) (24,181) (14,350)
Investment in equity securities — (250) (2,000)
Changes in security deposits (929) (1,205) 69
Net cash used in investing activities (32,292) (25,636) (16,281)
Cash flows from financing activities:
Proceeds from initial public offering, net of underwriting discounts and
commissions — 236,964 —
Proceeds from the issuance of preferred stock, net of issuance costs — — 101,749
Proceeds from bank loans — — 18,294
Principal payments on bank loans — — (18,294)
Payments of deferred offering costs (744) (4,691) —
Repayment of non-recourse promissory note 539 = —
Proceeds from issuance of common stock under the employee stock purchase
plan 1,201 — —
Proceeds from the exercise of common stock warrants — 395 —
Proceeds from the exercise of stock options 2,751 5,484 440
Taxes withheld and paid on employee stock awards (166) — —
Net cash provided by financing activities 3,581 238,152 102,189
Effect of foreign exchange rate changes on cash, cash equivalents, and
restricted cash (1,515) (341) 909
Net (decrease) increase in cash, cash equivalents, and restricted cash (120,809) 161,325 52,239
Cash, cash equivalents, and restricted cash—beginning of year 288,576 127,251 75,012
Cash, cash equivalents, and restricted cash—end of year $ 167,767 $ 288,576 $ 127,251
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ALLBIRDS, INC.

Supplemental disclosures of cash flow information:
Cash paid for interest
Cash paid for taxes
Noncash investing and financing activities:
Purchase of property and equipment included in accrued liabilities
Repurchase of stock options
Non-cash exercise of common stock warrants
Deferred offering costs included in accrued liabilities
Stock-based compensation included in capitalized internal-use software
Reconciliation of cash, cash equivalents, and restricted cash:
Cash and cash equivalents
Restricted cash included in prepaid expenses and other current assets
Total cash, cash equivalents, and restricted cash

See accompanying notes to consolidated financial statements.
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Year Ended December 31,
2022 2021 2020

$ 88 $ 118 $ 235
$ 1,424 $ 438 $ 110
$ 601 $ 979 § 138
$ $ — 3 640
$ 35 $ 39 §$ —
$ $ 744§ —
$ 1,199 $ — 3 —
$ 167,136 $ 288,576 $ 126,551

632 — 700
$ 167,767 $ 288,576 $ 127,251



ALLBIRDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

1. Description of Business

Allbirds, Inc. (“Allbirds” and, together with its wholly owned subsidiaries, the “Company,” “we,” or “our”’) was
incorporated in the state of Delaware on May 6, 2015. Headquartered in San Francisco, California, Allbirds is a global
lifestyle brand that innovates with naturally derived materials to make better footwear and apparel products in a better way,
while treading lighter on our planet. The majority of our revenue is from sales directly to consumers via our digital and
retail channels.

2. Significant Accounting Policies

Basis of Preparation—The consolidated financial statements have been presented in U.S. dollars and prepared in
accordance with United States generally accepted accounting principles (“GAAP”). Certain monetary amounts,
percentages, and other figures included elsewhere in these consolidated financial statements and accompanying notes have
been subject to rounding adjustments. As such, figures shown as totals in certain tables may not be the arithmetic
aggregation of the figures that precede them, and figures expressed as percentages in the text may not total 100% or, as
applicable, when aggregated may not be the arithmetic aggregation of the percentages that precede them.

Principles of Consolidation—The consolidated financial statements include the accounts of Allbirds, Inc. and our
wholly owned subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates—The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements
and reported amounts of revenues and expenses during the reporting period. Actual results could differ from these
estimates.

Coronavirus (“COVID-19”) Pandemic—In December 2019, a novel strain of coronavirus (“COVID-19”) was
reported, and during 2020 and 2021 expanded into a worldwide pandemic, leading to significant business and supply chain
disruptions. During the year ended December 31, 2022, aspects of our business continued to be affected by COVID-19.
During these periods, the vast majority of our retail stores around the world remained open. To date, we have not
permanently closed any of our retail stores due to COVID-19. Our distribution centers and retail stores continue to operate
with restrictive and precautionary measures in place, subject to national, state, and local rules and regulations. At times, our
suppliers and logistical service providers have experienced disruptions that have affected our operations worldwide.
Similar impacts or other disruptions could occur in the future. Given the uncertainty regarding the length, severity, and
ability to combat the COVID-19 pandemic, we cannot reasonably estimate the future impact on our results of operations,
cash flows, or financial condition.

Dual class Common Stock—In September 2021, we filed our Eighth Amended and Restated Certificate of
Incorporation, which established a dual class common stock structure. In November 2021, in connection with the closing of
our Initial Public Offering (IPO), we also filed our Ninth Amended and Restated Certificate of Incorporation, which
authorized a total of 2,000,000,000 shares of Class A common stock, 200,000,000 shares of Class B common stock, and
20,000,000 shares of preferred stock.

Initial Public Offering—On November 3, 2021, our Class A common stock began trading on The Nasdaq Global
Select Market. In connection with the closing of the IPO on November 5, 2021, we received aggregate proceeds of
$237.0 million, net of the underwriting discounts and commissions of $15.8 million and before offering costs of $5.4
million. Immediately prior to the closing of the IPO, all 70,990,919 shares of our convertible preferred stock then
outstanding were converted into an equivalent number of shares of Class B common stock and we reclassified
$204.0 million of convertible preferred stock to additional paid-in-capital.

Segments—Operating segments are defined as components of an entity for which separate financial information is
available and that is regularly reviewed by our chief operating decision maker (“CODM”), in deciding how to allocate
resources to an individual segment and in assessing performance. Our CODMs are the co-Chief Executive Officers. We
operate in one operating segment and one reportable segment, as the CODMs review financial information presented on a
consolidated basis for purposes of making operating decisions, allocating resources, and evaluating financial performance.
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ALLBIRDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

The following table presents long-lived assets by geographic area, comprising property and equipment - net, definite-
lived intangible assets, and operating lease right-of-use assets:

December 31, December 31,
(in thousands) 2022 2021
Long-lived assets:
United States $ 126,988 $ 33,384
International 18,638 4,571
Total long-lived assets $ 145,626 $ 37,955

Foreign Currency Transactions—Our reporting currency is the U.S. dollar. The functional currency for each
subsidiary included in these consolidated financial statements that is domiciled outside of the United States is generally the
applicable local currency of that country or the U.S. dollar. The translation of foreign currencies into U.S. dollars is
performed for assets and liabilities using current foreign currency exchange rates in effect at the balance sheet date and for
revenues and expense accounts using average foreign currency exchange rates during the period. Capital accounts are
translated at historical foreign currency exchange rates. Translation gains and losses are included in stockholders’ equity or
deficit as a component of accumulated other comprehensive income or loss. Adjustments that arise from foreign currency
exchange rate changes on transactions denominated in a currency other than the functional currency are included in other
income or expense on the consolidated statements of operations and comprehensive loss.

Cash, Cash Equivalents, and Restricted Cash—We consider all highly liquid investments with an original maturity
date of three months or less as cash equivalents. Cash and cash equivalents are comprised primarily of domestic and
foreign bank accounts and money market funds. These cash and cash equivalents are valued based on Level 1 inputs, which
consist of quoted prices in active markets. We place our cash and cash equivalents with several high credit quality financial
institutions which, at times, may be in excess of Federal Deposit Insurance Corporation (“FDIC”) insurance limits. We
have not experienced any losses in such accounts and periodically evaluate the credit worthiness of the financial
institutions. Our foreign bank accounts are not subject to FDIC insurance.

Restricted cash serves as collateral for a bond with the United States Customs and Border Protection (“CBP”), which
allows us to take possession of our inventory before all formalities with the CBP are completed for imported products.
Restricted cash is included in prepaid expenses and other current assets on the consolidated balance sheets.

Accounts Receivable—Accounts receivable consist primarily of amounts due from customers, which results from
sales to customers including credit card deposits in transit at the balance sheet date, the majority of which are settled within
two to three business days, and wholesale accounts receivable, which are settled per the terms of the sale. Wholesale
accounts receivable was $6.3 million and $7.9 million as of December 31, 2022 and 2021, respectively. Credit card
receivables were $2.1 million and $2.2 million as of December 31, 2022 and 2021, respectively.

During the fourth quarter of 2021, we made an accounting policy change to present customer accounts receivable that
are not credit card receivables, within the accounts receivable line on the consolidated balance sheet to align with
management’s reporting. These types of receivables were historically immaterial and are included in prepaid and other
current assets within the consolidated financial statements and accompanying footnotes for periods presented prior to 2021.

Inventory—Inventory consists of finished goods, stated at the lower of cost or net realizable value. We value our
inventory using the weighted-average cost method and include product costs from our suppliers, freight, import duties and
other landing costs.

We periodically review inventory and record reserves as necessary to appropriately value slow-moving, damaged, and
excess inventory. To determine if the value of inventory requires a write-down, we estimate the market value of inventory
by considering current and anticipated demand, customer preferences and buying trends, and the age of the merchandise.
As of December 31, 2022 and 2021, we recorded an inventory reserve to reduce the value of our inventory by $8.3 million
and $1.7 million, respectively, within inventory on the consolidated balance sheets. Related to these inventory reserves, and
also including actual shrinkage which is recorded throughout the year based on the results of physical inventory counts, we
recorded $15.9 million, $0.4 million, and $2.3 million in cost of revenue in the consolidated statements of operations and
comprehensive loss for the years ended December 31, 2022, 2021, and 2020, respectively.

104



ALLBIRDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

Property and Equipment—Property and equipment are stated at cost. Depreciation and amortization are computed
using the straight-line method over the estimated useful lives of the respective assets, which are generally three to five
years. Leasehold improvements are amortized over the shorter of estimated useful lives of the assets or the term of the
associated property lease. Expenditures for repairs and maintenance are expensed as incurred. Upon disposal, the cost and
related accumulated depreciation are removed from the accounts, and the resulting gain or loss is reflected in the
consolidated statements of operations and comprehensive loss as other income or expense.

Useful lives by major asset classes are below:

Asset Class Estimated Useful Lives
Computers and equipment 3 years
Furniture and fixtures 3 years
Machinery and equipment 5 years
Internal-use software 3 years
Leasehold improvements Shorter of lease term or estimated useful life

Leases—We determine if an arrangement is or contains a lease at inception by evaluating various factors, including if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration and
other facts and circumstances. Lease classification is determined at the lease commencement date. Right-of-use assets
represent our right to use an underlying asset for the lease term, and lease liabilities represent our obligation to make
payments arising from the lease. Operating lease right-of-use assets and liabilities are recognized at the lease
commencement date based on the present value of lease payments over the lease term. Lease payments consist primarily of
the fixed payments under the arrangement, less any lease incentives. Variable lease payments are expensed as incurred and
include certain non-lease components, such as maintenance and other services provided by the lessor to the extent the
charges are variable.

We use an estimate of our incremental borrowing rate (“IBR”) based on the information available at the lease
commencement date in determining the present value of lease payments, unless the implicit rate is readily determinable.
The IBR is the company specific rate of interest that would have to be paid by us to borrow on a collateralized basis over a
similar term of the lease in a similar economic environment as of the date of the lease. In determining the appropriate IBR,
we consider various factors, including, but not limited to, the lease term, our credit rating, U.S Treasury rates, and the
currency in which the arrangement is denominated. Our lease terms may include options to extend or terminate the lease
when it is reasonably certain that we will exercise that option. Lease expense for lease payments is recognized on a
straight-line basis over the lease term.

We do not separate non-lease components from lease components for our leases. In addition, we do not recognize
right-of-use assets and lease liabilities for short-term leases, which have a lease term of 12 months or less and do not
include an option to purchase the underlying asset that we are reasonably certain to exercise. Lease cost for short-term
leases is recognized on a straight-line basis over the lease term.

Any impairment to the associated right-of-use assets is recognized in the period the impairment occurs and is recorded
in the consolidated statements of operations and comprehensive loss.

Operating leases are included in operating lease right-of-use assets, current lease liabilities, and noncurrent lease
liabilities on the consolidated balance sheets. We did not have any finance leases for any periods presented.

Capitalized Internal-Use Software—Costs of software developed for internal-use is accounted for in accordance with
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Subtopic 350-40, Internal-
Use Software. Capitalization of costs begins when the preliminary project stage is completed, management authorizes and
commits to funding the computer software project, it is probable that the project will be completed, and the software will be
used to perform the function intended. Such costs are capitalized in the period incurred. Capitalization ceases at the point
when the project is substantially complete and ready for its intended use. The capitalized costs are amortized using the
straight-line method over the estimated useful lives of the software, which is generally three years. For the years ended
December 31, 2022, 2021, and 2020, we capitalized $8.9 million, $5.4 million, and $5.7 million, respectively, in internal-
use software recorded within property and equipment in the consolidated balance sheets.
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Impairment of Long-Lived Assets—We cvaluate the recoverability of property and equipment, operating lease right-
of-use assets, and other long-lived assets, including identifiable intangible assets with definite lives, whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Long-lived assets are
reviewed for recoverability at the lowest level in which there are identifiable cash flows (asset group). The asset group is
typically at the country-level for store assets and the corporate-level for corporate assets. The carrying amount of a country
asset group includes stores’ operating lease right-of-use assets and property and equipment, primarily leasehold
improvements. Recoverability of assets held and used is measured by comparing the carrying amount of an asset or an
asset group to the estimated undiscounted future net cash flows expected to be generated by the asset or asset group. If the
carrying amount of an asset or asset group exceeds these estimated future cash flows, an impairment charge is recognized
as the amount by which the carrying amount of the assets exceeds the fair value of the asset or asset group, based on
estimated discounted net future cash flows. Assumptions used in these forecasts are consistent with internal planning, and
include revenue growth rates, gross margins, and operating expense in relation to the current economic environment and
our future expectations, competitive factors in its various markets, inflation, revenue trends and other relevant economic
factors that may impact the asset group under evaluation.

There is uncertainty in the projected undiscounted future cash flows used in our impairment review analysis, which
requires the use of estimates and assumptions. If our actual performance does not achieve our projections, or if the
assumptions used change in the future, we may be required to recognize impairment charges in future periods, and any
such charges could be material. We determine that triggering events, primarily related to a current-period and history of
operating cash flow losses, occurred during 2022 that required an impairment review of our long-lived assets. Based on the
results of this analysis, we recorded non-cash impairment charges of $3.3 million, recognized as impairment expense in our
consolidated statements of operations and comprehensive loss. $2.4 million of the charge related to a reduction of the
carrying value of our operating lease right-of-use assets, and $0.9 million related to a reduction of the carrying value of
leasehold improvements included within property and equipment - net.

There were no impairment losses recorded for the years ended December 31, 2021 and 2020.

Restructuring—In the third quarter of 2022, we announced plans to streamline workflows and lower operating costs.
As part of this effort, we reduced our global corporate workforce by terminating 24 individuals, representing approximately
8% of our global corporate workforce, resulting in severance and employee-related termination costs, including stock-
based compensation, recognized as restructuring expense in the consolidated statements of operations and comprehensive
loss. In addition, we vacated one of our corporate office leases in the United States and subleased the space to another
lessee.

The following table presents a roll-forward of our severance and employee-related termination costs, which is included
within accrued expenses and other current liabilities in the consolidated balance sheets:

Severance and
employee-related

(in thousands) termination costs

Balance as of December 31, 2021 $ —
Charges 665
Cash Payments (665)

Balance as of December 31, 2022 $ —

Revenue Recognition—Our primary source of revenue is from sales of shoes and apparel products. We account for
revenue in accordance with FASB ASC 606, Revenue from Contracts with Customers, for all periods presented.

We recognize revenue through the following steps:
1. identification of the contract, or contracts, with the customer;
2. identification of the performance obligations in the contract;
3. determination of the transaction price;

4. allocation of the transaction price to the performance obligations in the contract; and
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5. recognition of revenue when, or as, we satisfy a performance obligation.

Revenue transactions associated with the sale of our inventory comprise a single performance obligation which
consists of the sale of products to customers through our direct to consumer or wholesale channels. Payment is due either at
the time of purchase or within a timeframe specified in the contract, without significant financing components. The
consideration received from customers is not variable. We satisfy the performance obligation and record revenues when
transfer of control to the customer has occurred, based on the terms of sale. A customer is considered to have control once
they are able to direct the use and receive substantially all of the benefits of the product. Control is transferred to wholesale
customers upon shipment. Control transfers to retail store customers at the time of sale and to digital customers upon
shipment. This transfer of control represents a single deliverable and revenue is recognized at a point in time. We account
for shipping and handling fees charged to customers as revenue and we account for shipping and handling costs as
fulfillment costs. We recognize the revenue and cost associated with shipping and handling at the time the products are
shipped to the customer. Discounts provided to customers are accounted for as a reduction of revenue. Revenues are
presented net of any taxes collected from customers and remitted to governmental authorities.

We have two types of contract liabilities: (i) cash collections of purchases, which are included in deferred revenue and
are recognized as revenue upon shipment; and (ii) unredeemed gift cards and merchandise credits, which are included in
deferred revenue and recognized as revenue upon redemption.

Gift cards sold to customers do not carry an expiration date and are recorded as deferred revenue until they are
redeemed, at which point revenue is recognized. From historical experience, a majority of gift cards are redeemed within a
12-month period from the card issuance date.

We record a reserve for estimated product returns, based upon historical return trends, in each reporting period as an
offsetting decrease of net revenue, with an increase to our sales-refund reserve in accrued expenses. We have also recorded
a related inventory returns receivable in prepaid expenses and other current assets, with an offsetting decrease to cost of
revenue, as of December 31, 2022 and 2021 in the consolidated balance sheets.

For the years ended December 31, 2022, 2021, and 2020, we recognized $4.2 million, $2.9 million, and $2.1 million
respectively, of revenue that was deferred as of December 31, 2021, 2020, and 2019. As of December 31, 2022 and 2021,
we had $0.4 million and $0.7 million, respectively, in cash collections of purchases via our digital channel which had not
yet shipped, and $3.6 million and $3.5 million, respectively, in gift card liabilities included in deferred revenue in the
consolidated balance sheets. The deferred revenue balance of $4.1 million at December 31, 2022 is expected to be
recognized over the next 12 months.

The following table disaggregates our net revenue by geographic area, where no individual foreign country contributed
in excess of 10% of net revenue for the years ended December 31, 2022, 2021, and 2020. We recognized the following net
revenue by geographic area based on the primary shipping address of the customer when the sale was made in our digital or
third party channel, and based on the physical store location when the sale was at a retail store:

December 31, December 31, December 31,
(in thousands) 2022 2021 2020
Net revenue by primary geographical market:
United States $ 229,814 § 209,786 $ 166,960
International 67,952 67,686 52,336
Total net revenue $ 297,766 $ 277472 $ 219,296

Cost of Revenue—Cost of revenue primarily consists of the cost of purchased inventory, inbound and outbound
shipping costs, import duties, distribution center and related equipment costs, and inventory write-offs and write-downs.
Shipping costs to receive products from our suppliers are included in the cost of inventory and recognized as cost of
revenue upon sale of products to our customers.

Selling, General, and Administrative Expense—Selling, general, and administrative expense consists of personnel
and related expenses, including stock-based compensation, as well as third-party consulting and contractor expenses. It also
includes fixed and variable lease costs, depreciation and amortization expense, software costs, third-party professional fees,
payment processing fees, and other general expenses.
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Marketing Expense—Marketing expense consists of advertising costs and is expensed as incurred.

Stock-Based Compensation—Stock-based compensation expense related to stock awards, including stock options and
restricted stock units (“RSUs”), and stock purchase rights granted under the 2021 Employee Stock Purchase Plan (“ESPP
Rights™), is recognized based on the estimated fair value of the awards on the date of the grant. The fair value of each stock
option award and ESPP Right is valued on the grant date using the Black-Scholes option pricing model. The fair value of
each RSU is based on the estimated fair value of our common stock on the date of grant. Stock-based compensation is
generally recognized on a straight-line basis over the requisite service period, which is generally the vesting period of the
respective award. Forfeitures are accounted for in the period in which they occur.

The Black-Scholes option pricing model requires the input of highly subjective assumptions, including the fair value of
the underlying common stock, the expected term of the option, the expected volatility of the price of our common stock,
risk-free interest rates and the expected dividend yield of our common stock. The assumptions used to determine the fair
value of the option awards represent management’s best estimates. These estimates involve inherent uncertainties and the
application of management’s judgment.

Prior to our IPO in November 2021 and the absence of a public trading market of our common stock, and in
accordance with the American Institute of Certified Public Accountants Accounting and Valuation Guide, Valuation of
Privately-Held Company Equity Securities Issued as Compensation, our board of directors exercised reasonable judgment
and considered numerous and subjective factors to determine the best estimate of fair value of our common stock.

In valuing our common stock, our board of directors determined the equity value of our business using various
valuation methods, including the sale of preferred stock to unrelated third parties and combinations of income and market
approaches, with input from management. In addition, we also considered any secondary transactions involving our capital
stock. In our evaluation of those transactions, we considered the facts and circumstances of each transaction to determine
the extent to which they represented a fair value exchange. Factors considered include transaction volume, timing, whether
the transactions occurred among willing and unrelated parties, and whether the transactions involved investors with access
to our financial information.

Income Taxes—We record deferred tax assets and liabilities based on differences between the book and tax bases of
assets and liabilities. The deferred tax assets and liabilities are calculated by applying enacted tax rates and laws to taxable
years in which such differences are expected to reverse. We determine whether a valuation allowance is necessary in
accordance with the provisions of the FASB ASC 740, Income Taxes. We recognize the benefits from our deferred tax
assets only when an analysis of both positive and negative factors indicate that it is more likely than not that the benefits
will be realized.

Our estimate of the potential outcome of any uncertain tax position is subject to our assessment of relevant risks, facts,
and circumstances existing at that time. Obtaining new information, settlements with tax authorities and the expiration of
statutes of limitations may cause adjustments in income tax expense in the period this occurs.

Fair Value Measurements—FASB ASC 820, Fair Value Measurements, defines fair value, establishes a framework
for measuring fair value under GAAP, and enhances disclosures about fair value measurements. It clarifies that fair value is
an exit price, representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. As such, fair value is a market-based measurement that should be determined
based on assumptions that market participants would use in pricing an asset or liability. As a basis for considering such
assumptions, ASC 820 establishes a three-tier value hierarchy, which prioritizes the inputs used in measuring fair value as
follows:

Level I—Observable inputs, such as quoted prices in active markets
Level 2—Inputs other than the quoted prices in active markets that are observable either directly or indirectly

Level 3—Unobservable inputs in which there is little or no market data, which requires us to develop our own
assumptions.

This hierarchy requires us to use observable market data, when available, and to minimize the use of unobservable
inputs when determining fair value. We record cash and cash equivalents, accounts receivable, accounts payable, and
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accrued expenses at cost. The carrying values of these instruments approximate their fair value due to their short-term
maturities. We hold certain assets and liabilities that are required to be measured at fair value on both a recurring and non-
recurring basis, which are outlined in Note 8, Fair Value Measurements.

Emerging Growth Company—As an “emerging growth company,” the Jumpstart Our Business Startups Act, or the
JOBS Act, allows us to delay adoption of new or revised accounting pronouncements applicable to public companies until
such pronouncements are made applicable to private companies. For certain pronouncements, we have elected to use the
adoption dates applicable to private companies. As a result, our financial statements may not be comparable to the financial
statements of issuers who are required to comply with the effective date for new or revised accounting standards that are
applicable to public companies.

Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update No. 2016-02, Leases (Topic 842) (“ASU 2016-02”
or “ASC 842”), which requires recognition of lease assets and lease liabilities in the balance sheet by the lessees for lease
contracts with a lease term of more than 12 months. We adopted ASC 842 as of January 1, 2022, under the modified
retrospective transition approach. The new standard provides a number of optional practical expedients in transition. We
elected practical expedients permitted under the standard, specifically to not reassess our prior conclusions about lease
identification, to not reassess lease classification, and to not reassess whether any expired or existing contracts are or
contain leases. We did not elect the practical expedient allowing the use of hindsight which would require us to reassess the
lease term of its leases based on all facts and circumstances through the effective date and did not elect the practical
expedient pertaining to land easements as this is not applicable to our current contract portfolio.

Upon adopting ASC 842, we recognized operating lease right-of-use assets and current and noncurrent lease liabilities
on our consolidated balance sheets for our retail stores and corporate offices. Upon adoption, we recorded operating lease
right-of-use assets of $75.0 million, and current and noncurrent lease liabilities of $84.4 million. We reclassified $8.9
million of historical deferred rent, prepaid rent, and tenant improvement allowances to operating lease right-of-use assets.
The adoption did not impact our consolidated statements of operations and comprehensive loss or opening balance of
accumulated deficit. See Note 16, Leases, for more details over our operating leases.

In August 2018, the FASB issued ASU No. 2018-15, Goodwill and Other—Internal-Use Software (Subtopic 350-40).
Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement that is a Service Contract
(“ASU 2018-15”). In discussing the topic of cloud computing accounting, ASU 2018-15 aligns the accounting for costs
incurred to implement a cloud computing arrangement that is a service arrangement with the guidance on capitalizing costs
associated with developing or obtaining internal-use software. ASU 2018-15 can be applied on a retrospective or
prospective basis and is effective for financial statements issued for fiscal years beginning after December 15, 2020, and
interim periods within those fiscal years. Early adoption is permitted. On January 1, 2021, we adopted ASU 2018-15
prospectively and cloud computing implementation costs incurred on or after January 1, 2021 are included in other assets
in the consolidated balance sheet and are presented within operating cash flows. As of December 31, 2022, capitalized
implementation costs for cloud computing arrangements were not material. The adoption did not have a material impact on
our consolidated financial statements.

In December 2021, the FASB issued ASU 2019-12, Income Taxes (Topic 740). Simplifying the Accounting for Income
Taxes (“ASU 2019-12”), which is intended to simplify various aspects related to accounting for income
taxes. ASU 2019-12 removes certain exceptions to the general principles in Topic 740 and also clarifies and amends
existing guidance to improve consistent application. For emerging growth companies that have elected the extended
transition period for adopting new or revised accounting standards, ASU 2019-12 is effective for the Company’s fiscal year
beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15, 2022, with early
adoption permitted. The adoption did not have a material impact on our consolidated financial statements.

Recently Issued Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, Credit Losses (Topic 326) - Measurement of Credit Losses on Financial
Instruments (“ASU 2016-13""). ASU 2016-13 requires entities to use a forward-looking approach based on current expected
credit losses to estimate credit losses on certain types of financial instruments, including trade and account receivables,
which may result in the earlier recognition of allowance for losses. In November 2019, the FASB issued Accounting
Standards Update 2019-10, which deferred the effective date for nonpublic entities, including emerging growth companies,
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that had not yet adopted ASU 2016-13. Under the amended guidance, the standard will be effective for our fiscal years
beginning after December 15, 2022, and interim periods within those fiscal years, with early adoption permitted. The
adoption of ASU 2016-13 is not expected to have a material impact on our consolidated financial statements and related
disclosures.

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of
Reference Rate Reform on Financial Reporting. This guidance provides temporary optional expedients and exceptions to
accounting guidance on contract modifications and hedge accounting to ease entities’ financial reporting burdens as the
market transitions from the London Interbank Offered Rate (LIBOR) and other interbank offered rates to alternative
reference rates. ASU 2020-04 is effective for fiscal years beginning after December 31, 2022. We are currently evaluating
the impact of adopting this ASU on our consolidated financial statements and related disclosures.

In August 2020, the FASB issued ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an
Entity's Own Equity, which simplifies the accounting for certain convertible instruments, amends the guidance on
derivative scope exceptions for contracts in an entity's own equity, and modifies the guidance on diluted earnings per share
calculations as a result of these changes. The guidance is effective for our fiscal years beginning after December 15, 2023,
including interim periods within those fiscal years. The adoption of ASU 2020-06 is not expected to have a material impact
on our consolidated financial statements and related disclosures.

3. Inventory

Inventory consisted of the following as of December 31, 2022 and 2021:

December 31, December 31,
(in thousands) 2022 2021
Finished goods $ 125,065 $ 108,585
Reserve to reduce inventories to net realizable value (8,269) (1,709)
Total inventory $ 116,796 $ 106,876
4. Property and Equipment - Net
Property and equipment consisted of the following as of December 31, 2022 and 2021:
December 31, December 31,
(in thousands) 2022 2021
Leasehold improvements $ 40,305 $ 27,137
Furniture and fixtures 23,988 15,276
Internal-use software 23,393 14,453
Machinery and equipment 884 780
Computers and equipment 1,937 1,236
Total property and equipment - gross 90,507 58,882
Less: accumulated depreciation and amortization (36,167) (20,927)
Total property and equipment - net $ 54,340 $ 37,955

Depreciation and amortization expense for the years ended December 31, 2022, 2021, and 2020 was $15.8 million,
$9.8 million, and $6.7 million, respectively, recognized as selling, general, and administrative expense in the consolidated
statements of operations and comprehensive loss. There were $0.0 million, $0.2 million, and $0.0 million assets disposed
of in the years ended December 31, 2022, 2021, and 2020, respectively. As of December 31, 2022 and 2021, unamortized
capitalized internal-use software costs were $16.5 million and $10.6 million, respectively.
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5. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consisted of the following as of December 31, 2022 and 2021:

December 31, December 31,

(in thousands) 2022 2021
Prepaid expenses $ 6,283 $ 7,865
Inventory returns receivable 1,090 1,351
Security deposits 463 1,106
Tax receivable 6,420 22,594
Other receivables 908 5,022
Restricted cash 632

Total prepaid expenses and other current assets’ $ 15,796 $ 37,938

As part of the adoption of ASC 842, we reclassified $4.6 million of other receivables to operating lease right-of-use
assets and current and noncurrent lease liabilities as of December 31, 2022. The other receivables being reclassified
consisted of lease incentives for the construction of leasehold improvements for new retail store openings.

6. Other Assets

Other assets consisted of the following as of December 31, 2022 and 2021:

December 31, December 31,

(in thousands) 2022 2021
Investment in equity securities $ 2,250 § 2,250
Security deposits 4,417 3,025
Intangible assets 133 622
Debt issuance costs 57 107
Deferred tax assets 1,001 102

Total other assets $ 7,858 $ 6,106

Investments in equity securities

On November 20, 2020, we entered into an agreement to make a minority equity investment of $2.0 million in Natural
Fiber Welding, Inc. in exchange for 201,207 shares of Series A-3 Preferred Stock. Our investment is carried at cost, less
any impairment, plus or minus changes resulting from observable price changes in orderly transactions for an identical or
similar investment of the same issuer. Throughout the year, we assess whether impairment indicators exist to trigger the

performance of an impairment analysis. There were no impairment charges or observable price changes for the years ended
December 31, 2022 and 2021.

On November 22, 2021, we made a $0.3 million investment in NoHo ESG, Inc. via a simple agreement for future
equity (“SAFE”). The SAFE provides that we will automatically receive shares of the entity based on the conversion rate of
future equity rounds up to a valuation cap. If there is a liquidity event, such as a change in control or initial public offering,
we will have the option of receiving a cash payment equal to the purchase amount or receiving a number of shares of
common stock based on the purchase amount divided by the liquidity price, assuming we fail to select the cash option. Our
investment is carried at cost, less any impairment, plus or minus changes resulting from observable price changes in orderly
transactions for an identical or similar investment of the same issuer. Throughout the year, we assess whether impairment
indicators exist to trigger the performance of an impairment analysis. There were no impairment charges or observable
price changes for the years ended December 31, 2022 and 2021.

Definite-lived intangible assets

Intangible assets include intellectual property purchased from West Harbor Technologies, LLC for $1.3 million,
including transaction costs of $0.1 million, in January 2020. The intangible asset has an estimated useful life of 3 years and
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amortization of $0.4 million, $0.4 million, and $0.4 million was recognized in selling, general, and administrative expense
in the consolidated statements of operations and comprehensive loss for the years ended December 31, 2022, 2021, and
2020, respectively.

7. Accrued Expenses and Other Current Liabilities

Accrued expenses consisted of the following as of December 31, 2022 and 2021:

December 31, December 31,
(in thousands) 2022 2021
Sales-refund reserve $ 4,534 $ 5,452
Taxes payable 3,336 17,930
Employee-related liabilities 2,624 5,021
Accrued expenses 12,954 17,840
Total accrued expenses and other current liabilities $ 23,448 $ 46,243

8. Fair Value Measurements
Items Measured at Fair Value on a recurring basis

Money Market Funds—In December 2022, we transferred $82.0 million of cash to JPMorgan Chase Bank, N.A to
invest in a U.S. treasury securities money market fund. The funds are classified as cash and cash equivalents on our
consolidated balance sheet as of December 31, 2022 and represent Level 1 assets on the fair value hierarchy.

Warrant Liabilit)—The fair value of our preferred stock warrant liability was based on significant unobservable
inputs, which represent Level 3 measurements within the fair value hierarchy. In determining the fair value of the
convertible preferred stock warrant liability, we used the probability weighted average values from (i) a Black-Scholes
calculation and (ii) an option pricing model. We measure and report our preferred stock warrant liability at the estimated
fair value on a recurring basis. As discussed further in Note 11, Warrants, the preferred stock warrant liability was
estimated using assumptions related to the remaining contractual term of the warrants, the risk-free interest rate and
volatility of comparable public companies over the remaining term, and the fair value of underlying shares. The significant
unobservable inputs used in the fair value measurement of the preferred stock warrant liability were the fair value of the
underlying stock at the valuation date and the estimated term of the warrants. The value from the Black-Scholes calculation
reflects the value in an initial public offering scenario with the contractual term of the warrants, which was weighted by
management’s estimated probability of a potential initial public offering at the applicable valuation date. The value from
the option pricing model reflects the value in an alternative exit scenario at which point the warrants were expected to be
exercised. Generally, increases or decreases in the fair value of the underlying stock and estimated term would result in a
directionally similar impact to the fair value measurement.

In November 2021, immediately prior to the completion of the IPO and pursuant to the terms of the convertible
preferred stock warrants, there was an automatic exchange of the outstanding convertible preferred stock warrants for
shares of Class B common stock on an one-to-one basis. As a result, the final remeasurement date of the preferred stock
warrant liability was on November 3, 2021, and the preferred stock warrant liability was reclassified to additional paid-in
capital. As of December 31, 2022 and 2021, there was no preferred stock warrant liability remaining on our consolidated
balance sheets; therefore, there was no impact to other income (expense) for the year ended December 31, 2022.
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The following table summarizes, for assets and liabilities measured at fair value, the respective fair value and
classification by level of input within the fair value hierarchy as of December 31, 2022. We had no liabilities measured at
fair value as of December 31, 2022:

December 31, 2022

(in thousands) Level 1 Level 2 Level 3 Total
Assets
Money market funds $ 82,000 $ — 3 — 3 82,000
$ 82,000 $ — § — 3 82,000

The following table presents a summary of the changes in fair value of our Level 3 liabilities for the years ended
December 31, 2021, and 2020:

(in thousands) Warrants

Balance at December 31, 2020 $ 5,845
Increase in fair value included in other expense as of the November 3, 2021 valuation date 10,624
Settlement of liability upon IPO and reclassification to additional paid-in capital $ (16,469)

Balance at December 31, 2021 $ —

Items Measured at Fair Value on a non-recurring basis

Equity Investments—Our equity investments in NFW and Noho ESG represent non-marketable equity securities in
privately held companies that do not have a readily determinable fair value and are accounted for under the measurement
alternative in ASC 321. The investments are accounted for at cost and adjusted based on observable price changes from
orderly transactions for identical or similar investments of the same issuer or impairment. During the year ended December
31, 2022 and 2021, there were no observable price changes or impairments. As of December 31, 2022 and 2021, the
carrying value of our investments was $2.3 million.

9. Long-term Debt

On February 20, 2019, we entered into a credit agreement with JPMorgan Chase Bank, N.A (the “Credit Agreement”).
The Credit Agreement is an asset-based loan with a revolving line of credit of up to $40.0 million and an optional
accordion, which, if exercised, would allow the Company to increase the aggregate commitment by up to $35.0 million,
subject to obtaining additional lender commitments and satisfying certain conditions. Pursuant to the terms of the revolving
credit facility, we may reduce the total amount available for borrowing under such facility, subject to certain conditions.
The Credit Agreement has a maturity date of February 20, 2024.

The Credit Agreement contains customary representations and warranties and customary affirmative and negative
covenants applicable to us and our subsidiaries, including, among other things, restrictions on indebtedness, liens,
investments, mergers, dispositions, dividends and other distributions and a financial covenant that requires the Company to
maintain a specified minimum fixed charge coverage ratio. In addition, the Credit Agreement contains certain customary
events of default including, but not limited to, failure to pay interest, principal and fees or other amounts when due,
material misrepresentations or misstatements in any representation or warranty, covenant defaults, certain cross defaults to
other material indebtedness, certain judgment defaults and events of bankruptcy.

As of December 31, 2022, borrowings under our revolving credit facility use the London Interbank Offered Rate
(“LIBOR”), as a reference rate. Interest on borrowings under the revolving credit facility accrues at a variable rate equal to
(i) the one-month LIBOR (adjusted LIBOR Rate for a one month interest period on a given day) plus 2.50%, plus (ii) a
specified spread of 1.25% or 1.5% dependent on the average quarterly loan balance, calculated on the last day of each
fiscal quarter being less than $32.0 million or greater than or equal to $32.0 million, respectively. The commitment fee
under the Credit Agreement is 0.20% per annum on the average daily unused portion of each lender’s commitment. In
addition, we are required to pay a fronting fee of 0.125% per annum on the average daily aggregate face amount of issued
and outstanding letters of credit. Interest, commitment fees and fronting fees are payable monthly, in arrears. In March
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2023, prior to the filing of our 2022 Form 10-K, we amended our Credit Agreement to replace the LIBOR reference rate
with the Term Secured Overnight Financing Rate (“SOFR”). Refer to Note 19, Subsequent Events, for further details.

During 2020, we drew down $14.0 million from the line of credit and fully repaid the principal and associated interest
and fees during the year. As of December 31, 2022 and 2021, there were no amounts outstanding under the Credit
Agreement.

10. Stockholders’ Equity

As of December 31, 2022 and December 31, 2021, we were authorized to issue 2,220,000,000 shares of capital stock,
comprised of 2,000,000,000 shares of Class A common stock, 200,000,000 shares of Class B common stock, and
20,000,000 shares of preferred stock. All classes of our stock as of December 31, 2022 and 2021 have a par value of
$0.0001.

In September 2021, prior to the completion of the IPO, we filed our Eighth Amended and Restated Certificate of
Incorporation and implemented a dual class common stock structure where all existing shares of common stock were
reclassified into Class B common stock on a one-to-one basis. We also authorized a new class of common stock, the Class
A common stock. Authorized capital stock was 2,275,812,755 shares, of which 2,000,000,000 shares was Class A common
stock, 200,000,000 shares was Class B common stock, and 75,812,755 shares was preferred stock. The common stock and
the preferred stock each had a par value of $0.0001 per share.

In November 2021, in connection with the completion of the IPO, we filed our Ninth Amended and Restated
Certificate of Incorporation, which authorized a total of 2,000,000,000 shares of Class A common stock, 200,000,000
shares of Class B common stock, and 20,000,000 shares of preferred stock. The common stock and the preferred stock each
have a par value of $0.0001 per share.

Preferred stock

In November 2021, immediately prior to the completion of the IPO, all 70,990,919 shares of convertible preferred
stock converted into an equivalent number of shares of Class B common stock and the Company reclassified
$204.0 million of convertible preferred stock to additional paid-in-capital. As of December 31, 2022, there were no shares
of convertible preferred stock issued and outstanding.

Common Stock

As of December 31, 2022 and 2021, the Company had two classes of common stock: Class A common stock and Class
B common stock. Each class had a par value of $0.0001.

Voting—Holders of Class A common stock are entitled to one vote per share on all matters to be voted upon by the
stockholders, and holders of Class B common stock are entitled to 10 votes per share on all matters to be voted upon by the
stockholders. The holders of our Class A common stock and Class B common stock generally vote together as a single
class on all matters submitted to a vote of our stockholders, unless otherwise required by Delaware law or our amended and
restated certificate of incorporation. Delaware law could require either holders of our Class A common stock or Class B
common stock to vote separately as a single class in the following circumstances: (i) if we were to seek to amend our
amended and restated certificate of incorporation to increase or decrease the number of authorized shares of a class of our
capital stock, then that class would be required to vote separately to approve the proposed amendment; (ii) if we were to
seek to amend our amended and restated certificate of incorporation to increase or decrease the par value of a class of our
capital stock, then that class would be required to vote separately to approve the proposed amendment; and (iii) if we were
to seek to amend our amended and restated certificate of incorporation in a manner that alters or changes the powers,
preferences or special rights of a class of our capital stock in a manner that affected its holders adversely, then that class
would be required to vote separately to approve the proposed amendment. As a result, in these limited instances, the
holders of a majority of the Class A common stock could defeat an amendment to our amended and restated certificate of
incorporation. Our amended and restated certificate of incorporation does not provide for cumulative voting for the election
of directors.

Dividends—Holders of Class A common stock and Class B common stock are entitled to ratably receive dividends if,
as and when declared from time to time by our board of directors at its own discretion out of funds legally available for that
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purpose, after payment of dividends required to be paid on outstanding preferred stock, if any. Under Delaware law, we can
only pay dividends either out of “surplus” or out of the current or the immediately preceding year’s net profits. Surplus is
defined as the excess, if any, at any given time, of the total assets of a corporation over its total liabilities and statutory
capital. The value of a corporation’s assets can be measured in a number of ways and may not necessarily equal their book
value.

Right to Receive Liquidation Distributions—Upon our dissolution, liquidation, or winding-up, the assets legally
available for distribution to our stockholders are distributable ratably among the holders of our Class A common stock and
Class B common stock, subject to prior satisfaction of all outstanding debt and liabilities and the preferential rights and
payment of liquidation preferences, if any, on any outstanding shares of preferred stock.

Conversion—Each share of our Class B common stock is convertible at any time at the option of the holder into one
share of our Class A common stock. Each share of our Class B common stock will convert automatically into one share of
our Class A common stock upon any transfer, whether or not for value, except for (i) certain permitted transfers to entities,
to the extent the transferor retains sole dispositive power and exclusive voting control with respect to the shares of Class B
common stock, and (ii) certain other permitted transfers described in our amended and restated certificate of incorporation.
In addition, if held by a natural person (including a natural person serving in a sole trustee capacity), each share of our
Class B common stock will convert automatically into one share of our Class A common stock upon the death or
incapacity of such natural person as described in our amended and restated certificate of incorporation. All outstanding
shares of our Class B common stock will convert automatically into an equivalent number of shares of our Class A
common stock upon the final conversion date, defined as the later of (a) the last trading day of the fiscal quarter
immediately following the tenth anniversary of November 5, 2021 and (b) the date fixed by our board of directors that is no
less than 61 days and no more than 180 days following the date on which the outstanding shares of Class B common stock
first represent less than 10% of the aggregate number of the then outstanding shares of Class A common stock and Class B
common stock (except if the final conversion date determined according to (a) or (b) would otherwise occur on or after the
record date of any meeting of stockholders and before or at the time the vote at such meeting is taken, then the final
conversion date shall instead be the last trading day of the fiscal quarter during which such vote was taken).

Other Matters—The Class A common stock and Class B common stock have no preemptive rights pursuant to the
terms of our amended and restated certificate of incorporation and our amended and restated bylaws. There are no
redemption or sinking fund provisions applicable to the Class A common stock and Class B common stock. All outstanding
shares of our Class A common stock are fully paid and non-assessable.

Shares of common stock reserved for future issuance as of December 31, 2022 and 2021 consist of the following:

December 31, December 31,
2022 2021

Shares reserved for convertible preferred stock outstanding — —

2015 Equity Incentive Plan:
Options issued and outstanding 12,700,367 16,181,331
Shares available for future option grants — —
2021 Equity Incentive Plan:

Options issued and outstanding 2,687,819 189,342

Shares available for future option grants 13,236,891 14,306,487

RSUs outstanding 4,788,964 160,227

PSUs outstanding 787,660 —
2021 Employee Stock Purchase Plan:

Shares available for future grants 4,091,248 2,932,232
Total shares of common stock reserved for future issuance 38,292,949 33,769,619

Upon the completion of the IPO on November 5, 2021, our board of directors may, without further action by our
stockholders, fix the rights, preferences, privileges, and restrictions of up to an aggregate of 20,000,000 shares of preferred
stock in one or more series and authorize their issuance. The voting, dividend, and liquidation rights of the holders of
common stock are subject to and qualified by the rights, powers, and preferences of the holders of preferred stock. As of

115



ALLBIRDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

December 31, 2022, there were 20,000,000 shares of preferred stock authorized and no shares of preferred stock issued or
outstanding.

11. Warrants
Preferred Stock Warrants

In connection with a 2015 agreement with Venture Lending and Leasing VII and Venture Lending and Leasing VIII
(the “VLL Agreement”), we issued warrants to purchase 1,104,560 shares of our Preferred Stock at an exercise price of
$0.10 that expire on September 30, 2026 with an initial fair value of $0.8 million. The preferred stock warrants contained a
down round and anti-dilution adjustment provision on the exercise price. We would have recognized, on a prospective
basis, the value of the effect of the down round feature in the warrant when it was triggered (i.e., when the exercise price is
adjusted downward). This value is measured as the difference between (1) the financial instrument’s fair value (without the
down round feature) using the pre-trigger exercise price and (2) the financial instrument’s fair value (with the down round
feature) using the reduced exercise price. The value of the effect of the down round feature would have been reflected in
the change in fair value of the warrant liability. The preferred stock warrants could have been exercised in whole or in part
at any time and included a cashless exercise option which would have allowed the holder to receive fewer shares of stock
in exchange for the warrants rather than paying cash to exercise. The preferred stock warrants could have been exercised
for either Series Seed Preferred Stock or Series A Preferred Stock.

The preferred stock warrants were classified as a liability and initially recorded at fair value upon entering the VLL
Agreement. It was subsequently remeasured to fair value at each reporting date and the changes in the fair value of the
warrant liability are recognized in other expense in the consolidated statements of operations and comprehensive loss. In
November 2021, immediately prior to the completion of the IPO and per the terms of the preferred stock warrant
agreement, the convertible preferred stock warrants then outstanding were automatically exchanged for 1,104,560 shares of
Class B common stock on a one-to-one basis and the Company reclassified the preferred stock warrant liability to
additional paid-in capital upon the conversion. As the preferred stock warrants were exchanged for Class B common stock
on November 3, 2021, the final remeasurement date of the liability was on November 3, 2021. Therefore, as of
December 31, 2022, no preferred stock warrants were outstanding and no preferred stock warrant liability was recorded on
our consolidated balance sheet.

Common Stock Warrants

Through 2019, we issued warrants to purchase common stock to various third parties. We determined the fair value of
these warrants using the Black-Scholes option pricing model.

Following is a summary of the terms of the warrants and warrant activity as well as warrants outstanding at
December 31, 2022:

October 2015/ July 2018 - July 2018 -

Date of issuance March 2016 October 1, 2016 Allotment 1 Allotment 2
Number of warrants 2,103,930 157,580 122,735 184,100
Exercise Price $ 0.10 $ 0.07 $ 128 $ 1.28
Partially
Status Vested Vested Vested vested
Expiration October 2024  October 2026 July 2028 July 2028
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October 2015/

Date of issuance March 2016 October 2016 July 2018

Outstanding at December 31, 2020 717,225 157,580 306,835
Exercised 2021 717,225.00 157,580.00 276,151.00
Outstanding at December 31, 2021 — — 30,684
Exercised 2022 — — 30,684
Outstanding at December 31, 2022 — — —
Fair value at December 31, 2022 (in thousands) $ — 3 — —

2018 Common Stock Warrants—In July 2018, we issued 122,735 warrants to purchase common stock to a third party
with an exercise price of $1.28 per share. Fifty percent of the warrants vested immediately upon issuance and the remainder
of the warrants vest ratably over 24 months. An additional 184,100 warrants to purchase common stock were also issued in
July 2018 to the same third-party with an exercise price of $1.28 per share, and vested ratably over 36 months, beginning
when services were first rendered in 2019. In accordance with the agreement, expenses are recognized in the period
services are received.

We recorded $1.0 million, $1.5 million, and $0.2 million in common stock warrant expense for the years ended
December 31, 2022, 2021, and 2020, respectively.

12. Stock Transactions

On September 5, 2018, we received a promissory note from an employee in consideration for the early exercise of
825,000 shares of common stock options. In June 2020, the employee resigned from the company and the promissory note
was amended and restated to reflect the loan amount related to the vested shares, and the cancellation of indebtedness and
our repurchase of the employee’s unvested shares. The promissory note is secured by the underlying shares of common
stock and bears interest at the lesser of 2.86% per annum or the maximum rate permissible by law (which under the laws of
the State of California shall be deemed to be the laws relating to permissible rates of interest on commercial loans). During
the third quarter of 2022, the promissory note was paid in full, including all accrued interest. The repayment of $0.5 million
was recognized within additional paid-in capital in stockholder’s equity on the consolidated balance sheet. The associated
shares are legally outstanding and were historically included in shares of common stock outstanding in the condensed
consolidated financial statements but were historically excluded from our net loss per share calculations, as these shares of
common stock were considered unvested until the underlying promissory notes were repaid. After repayment of the loan,
the vested shares are now considered outstanding for purposes of our net loss per share calculations.

On November 19, 2018, we received a promissory note from an employee in consideration for the early exercise of
220,000 shares of common stock options. The promissory note is secured by the underlying shares of common stock and
bears interest at 2.86% per annum. As of December 31, 2022, the promissory note was outstanding.

Since the notes are limited recourse notes, the note receivables are not reflected in our consolidated balance sheets as
of December 31, 2022 and 2021.

13. Stock-Based Compensation
2015 Equity Incentive Plan

In 2015, we adopted the 2015 Equity Incentive Plan (the “2015 Plan”) that authorized the granting of options for
shares of common stock. Our 2015 Plan provided for the grant of incentive stock options, non-statutory stock options,
stock appreciation rights, restricted stock awards, restricted stock unit (“RSU”’) awards, and other stock awards. The 2015
Plan was terminated in connection with the adoption of the 2021 Equity Incentive Plan (the “2021 Plan”) in November
2021 in connection with the PO, and we will not grant any additional awards under the 2015 Plan. However, the 2015 Plan
will continue to govern the terms and conditions of the outstanding awards previously granted thereunder.

2021 Equity Incentive Plan
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In September 2021, our board of directors adopted, and our stockholders approved, the 2021 Plan, which became
effective in connection with the IPO in November 2021. The 2021 Plan provides for the grant of incentive stock options,
nonqualified stock options, stock appreciation rights, restricted stock awards, RSU awards, performance awards, and other
forms of equity compensation. The number of shares of our Class A common stock reserved for issuance under the 2021
Plan will automatically increase on January 1 of each year for a period of 10 years, beginning on January 1, 2022 and
continuing through (and including) January 1, 2031, in an amount equal to 4% of the total number of share of our common
stock (both Class A and Class B) outstanding on December 31 of the immediately preceding year, except that, before the
date of any such increase, our board of directors may determine that the increase for such year will be the lesser number of
shares. Additionally, to the extent that any stock options outstanding under the 2015 Plan expire, terminate prior to
exercise, are not issued because the award is settled in cash, are forfeited because of the failure to vest, or are reacquired or
withheld (or not issued) to satisfy a tax withholding obligation or the purchase or exercise price, if any, the shares of Class
B common stock reserved for issuance pursuant to such equity awards will become available for issuance as shares of Class
A common stock under the 2021 Plan. The maximum number of shares of our Class A common stock that may be issued
on the exercise of incentive stock options under the 2021 Plan will be 100,000,000 shares.

2021 Employee Stock Purchase Plan

In September 2021, our board of directors adopted, and our stockholders approved, the 2021 Employee Stock Purchase
Plan (the “2021 ESPP”), which became effective in connection with the IPO in November 2021. The 2021 ESPP
authorizes the issuance of shares of Class A common stock pursuant to purchase rights granted to employees. A total of
4,091,248 shares of the Company’s Class A common stock have been reserved for future issuance under the 2021 ESPP as
of December 31, 2022. The number of shares of our Class A common stock reserved for issuance will automatically
increase on January 1 of each year for a period of 10 years, beginning on January 1, 2022 and continuing through (and
including) January 1, 2031, by the lesser of (1) 1% of the total number of shares of our common stock (both Class A and
Class B) outstanding on December 31 of the immediately preceding year and (2) 2,850,000 shares, except that, before the
date of any such increase, our board of directors may determine that such increase will be less than the amount set forth in
clauses (1) and (2). The price at which Class A common stock is purchased under the 2021 ESPP is equal to 85% of the fair
market value of a share of the Company’s Class A common stock on the first day of the offering period or the date of
purchase, whichever is lower. Offering periods are six months long and begin on November 3 and May 3 of each year. The
initial offering period began on November 3, 2021.

Stock Options

A summary of the status of the 2015 Plan and the 2021 Plan as of December 31, 2022 and 2021, and changes during
the periods then ended is presented below:

Options Outstanding

Weighted-
Average
Remaining
Weighted- Contractual Aggregate
Number of Average Exercise Term Intrinsic Value
Options Price (in years) (in thousands)
Outstanding at December 31, 2021 16,370,673 $ 4.23 770 $ 177,593
Granted 2,573,789 4.47
Exercised (1,743,005) 1.47 9,569
Forfeited (1,402,464) 4.94
Cancelled (410,807) 4.51
Outstanding at December 31, 2022 15,388,186 $ 3.71 643 §$ 6,101
Vested and exercisable at December 31, 2022 9,350,663 3.25 5.17 6,101

For the years ended December 31, 2022, 2021, and 2020, the aggregate intrinsic value of stock options exercised under
both equity incentive plans was $9.6 million, $34.0 million, and $1.7 million, respectively. Aggregate intrinsic value
represents the difference between the exercise price of the options and the fair value of our common stock as of the
reporting date.
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The weighted-average fair value of options granted during the years ended December 31, 2022, 2021, and 2020 was
$2.57, $4.42, and $4.80 per share, respectively. We calculated the fair value of each option using an expected volatility
over the expected life of the option, which was estimated using the average volatility of comparable publicly traded
companies. The expected life of options granted is based on the simplified method to estimate the expected life of the stock
options, giving consideration to the contractual terms and vesting schedules. The following weighted average assumptions
were used for issuances during the years ended December 31, 2022, 2021, and 2020, for employees and non-employees:

December 31, December 31, December 31,
2022 2021 2020
Risk-free interest rate 2.90 % 0.98 % 0.97 %
Dividend yield — — _
Volatility 46.87 % 51.43 % 49.49 %
Expected lives (in years) 5.9 6.1 6.0

Option Repricing—In May 2022, the compensation and leadership management committee of our board of directors
approved a repricing of certain stock options held by employees (the “Repricing”), whereby certain previously granted and
still outstanding vested and unvested stock options were repriced on a one-for-one basis to $4.39 per share, which
represented the closing market price of our Class A common stock on May 20, 2022 (the “Repricing Date”). No other
terms of the repriced stock options were modified, and the repriced stock options will continue to vest according to their
original vesting schedules and will retain their original expiration dates. As a result of the Repricing, vested and unvested
stock options outstanding as of the Repricing Date, with original exercise prices ranging from $4.70 to $14.45, were
repriced. The repricing resulted in one-time incremental stock-based compensation expense of $1.6 million, of which
$0.1 million was related to vested stock options and was recognized on the Repricing Date in the second quarter of 2022,
and $1.5 million was related to unvested stock options, which is recognized on a straight-line basis over the remaining
requisite service period of the repriced stock options.

2021 ESPP

The following table summarizes the weighted-average assumptions used in estimating the fair value of the 2021 ESPP
grants for the following offering periods, using the Black Scholes option-pricing model:

Offering Period - Offering Period - Offering Period -

November 3, May 3, November 3,
2022 to May 2, 2022 to 2021 to May
2023 November 2, 2,2022
2022

Risk-free interest rate 4.44 % 2.97 % 1.63 %

Dividend yield — — —
Volatility 43.42 % 47.15 % 63.00 %

Expected lives (in years) 0.5 0.5 0.5

RSUs

After completion of the IPO in November 2021, the Company began granting RSUs to certain employees. The RSUs
granted had service-based vesting conditions. The service-based vesting condition for these awards is typically satisfied
over four years, with a cliff vesting period of one year and continued vesting quarterly thereafter. The service-based vesting
condition for refresh grants of RSUs to existing employees is typically satisfied over three years with vesting occurring
quarterly, subject to the employees’ continued service to us. RSUs and the related stock-based compensation are
recognized on a straight-line basis over the requisite service period.

RSU activity during the year ended December 31, 2022 was as follows:
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Weighted-
Average Grant
Number of Date Fair Value

Shares per Share
Unvested at December 31, 2021 160,227 $ 22.33
Granted 6,231,236 4.65
Vested (770,791) 5.79
Forfeited (831,708) 5.74
Unvested at December 31, 2022 4,788,964 $ 4.86

Performance Stock Units

In May 2022, we granted a target amount of 0.8 million RSUs with market-based and service-based vesting conditions
(“PSUs”) to certain executives. The market vesting criteria is based on achievement of certain total shareholder return
(“TSR”) results relative to the S&P Total Market Consumer Discretionary Index (the “Index”) during a one-year, two-year,
and three-year performance period, respectively, beginning on June 1, 2022, and ending on May 31, 2025. The market
condition allows for a range of vesting from 0% to 150% of the target amount, depending on the relative TSR achieved by
us against the Index. In addition to the market condition, these PSUs are subject to the continuing service of the executives
and vest in three equal annual installments. The fair value of PSUs is measured on the grant date using a Monte Carlo

simulation model. Each of the three performance periods is considered an individual tranche of the award (referred to as
"Tranche 1," "Tranche 2" and "Tranche 3," respectively).

Number of Grant Date Fair
Shares Value per Share Requisite Service Period
Tranche 1 262,553 $ 4.77 June 1, 2022 - May 31, 2023
Tranche 2 262,553 $ 5.16 June 1, 2022 - May 31, 2024
Tranche 3 262,554 $ 5.41 June 1, 2022 - May 31, 2025

The total grant date fair value of the awards was determined to be $4.0 million, with each tranche of the awards
representing $1.3 million, $1.4 million, and $1.4 million of the total expense, respectively. Stock-based compensation
expense related to PSUs is recognized on a straight-line basis over their requisite service periods, regardless of whether the
market condition is ultimately satisfied. Stock-based compensation expense is not reversed if the achievement of the
market condition does not occur. We recognized stock-based compensation expense of $1.4 million as of December 31,
2022 as selling, general and administrative expense in the condensed consolidated statements of operations and

comprehensive loss related to these awards. We recognized no stock-based compensation expense for these awards prior to
May 2022.

PSU activity for the year ended December 31, 2022 was as follows:

Weighted-
Average Grant
Target Number  Date Fair Value

of Shares per Share
Unvested at December 31, 2021 $ —
Granted 787,660 5.11
Vested — —
Forfeited —
Unvested at December 31, 2022 787,660 $ 5.11

Stock-based Compensation Expense
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Stock-based compensation expense, included in selling, general, and administrative expense in the consolidated
statements of operations and comprehensive loss, for the years ended December 31, 2022, 2021, and 2020, was comprised
of the following:

December 31, December 31, December 31,
(in thousands) 2022 2021 2020
Stock-based compensation, gross of amounts capitalized $ 20,231 § 9,744 $ 6,594
Capitalized stock-based compensation (1,200) — —
Total stock-based compensation, net of amounts capitalized $ 19,031 $ 9,744 $ 6,594

As of December 31, 2022, there was approximately $17.4 million of total unrecognized compensation cost related to
outstanding unvested stock options under both equity incentive plans. The remaining unrecognized compensation cost is
expected to be recognized over the weighted-average remaining vesting period of approximately 2.34 years.

As of December 31, 2022, there was approximately $21.2 million of total unrecognized compensation cost related to
outstanding unvested RSUs under the 2021 Plan. The remaining unrecognized compensation cost is expected to be
recognized over the weighted-average remaining vesting period of approximately 2.66 years.

14. Income Taxes

The components of loss before provision for income taxes are as follows for the years ended December 31, 2022,
2021, and 2020:

December 31, December 31, December 31,
(in thousands) 2022 2021 2020
Loss before provision for income taxes
United States $ (97,277) $ (45,527) $ (29,889)
Foreign (2,850) 967 (84)

$  (100,127) $  (44,560) $  (29.973)

Our total (provision) benefit for income taxes consists of the following for the years ended December 31, 2022, 2021,
and 2020:

December 31, December 31, December 31,
(in thousands) 2022 2021 2020
Current:
Federal $ — $ (185) $ 4,024
State (195) 19 (48)
Foreign (1,931) (392) (217)
(2,125) (558) 3,759
Deferred
Federal 75 (75) —
State — — —
Foreign 823 (177) 354
898 (252) 354
$ (1,227) § (810) $ 4,113
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AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

The reconciliation of our effective tax rate to the statutory federal rate of 21% for the years ended December 31, 2022,

2021, and 2020, is as follows:

December 31, December 31, December 31,

(in thousands) 2022 2021 2020
Income tax benefit at statutory rate (21.00)% (21.00)% (21.00)%
State income taxes-net of federal provision (benefit) (4.38)% (5.84)% B.77%
Foreign rate differential 0.32 % 0.10 % 0.22 %
Stock-based compensation 1.78 % 1.71% 3.83 %
Warrant fair value adjustment — % 5.01 % (0.52)%
Charitable contribution (0.15)% (0.06)% (0.43)%
Return to provision and other (0.10)% 1.67 % (0.14)%
Benefits provided by the CARES Act — % (0.02)% (6.22)%
Uncertain tax positions 0.26 % 0.66 % 1.16 %
Tax credits (1.03)% (2.64)% (6.93)%
Other 0.76 % 0.39 % — %
Valuation allowance 24.77 % 2533 % 20.08 %

1.23 % 1.83 % (13.72)%

Significant components of our net deferred tax assets as of December 31, 2022 and 2021, which are included in other

assets in the consolidated balance sheets, are as follows:

(in thousands)
Deferred tax asset:
Inventory
Deferred rent
Accruals
Stock-based compensation
Net operating loss carryforwards
R&D credits
Charitable contributions
Intangibles
Deferred revenue
Advertising
Intercompany payable
Lease liability
Section 174 capitalized costs
Other
Total gross deferred tax assets
Less: valuation allowance
Total deferred tax assets
Deferred tax liabilities:
Prepaid expenses
Depreciation
Right-of-use assets
Total deferred tax liabilities
Net deferred tax assets
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December 31, December 31,
2022 2021

$ 2,956 § 2,792
— 2,339

732 1,237

2,837 1,032

20,126 9,403
4,284 3,246

2,932 2,492

697 1,473

974 831

1,533 971

552 552

23,511 —

6,721 —

755 519

68,610 26,887
(45,745) (21,607)
22,865 5,280
(118) (88)
(1,694) (5,089)
(20,052) —
(21,864) (5,177)

$ 1,001 $ 103




ALLBIRDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2022 AND 2021 AND FOR THE YEARS ENDED DECEMBER 31, 2022, 2021, AND 2020

We record deferred income taxes using enacted tax laws and rates for the years in which the taxes are expected to be
paid. Deferred income tax assets and liabilities are recorded based on the differences between the financial reporting and
income tax bases of assets and liabilities.

Because we have a recent history of pre-tax book losses and are expected to be in pre-tax book loss in the immediate
future, both of which are considered significant negative evidence, the deferred tax assets in the United States and certain
foreign jurisdictions have been reduced by a valuation allowance to an amount that is more likely than not to be realized.

The United States federal tax rules generally provide for a 100% deduction for dividends received from foreign
subsidiaries. Nevertheless, companies must still apply the guidance of ASC 740 to account for the tax consequences of
outside basis differences and other tax impacts of their investments in foreign subsidiaries, including potential state income
tax and foreign withholding taxes on distributions. We consider all of the undistributed earnings of our foreign subsidiaries
to be indefinitely reinvested and, as a result, no liability for U.S. federal and state income taxes nor foreign withholding
taxes has been provided. If we were to repatriate the undistributed earnings of our foreign subsidiaries of approximately
$2.4 million back to the U.S., the impact to the consolidated financial statements would not be material.

A tabular reconciliation of the total amounts of unrecognized tax benefits for the year presented is as follows:

December 31, December 31, December 31,
(in thousands) 2022 2021 2020
Unrecognized tax benefits - at beginning of year $ 1,265 $ 691 $ 417
Increases in balances related to tax positions taken in prior years 175 23 —
Decreases in balances related to tax positions taken in prior years (70) (63) (13)
Increases in balances related to tax positions taken in current year 264 614 287
Unrecognized tax benefits - at end of year $ 1,634 $ 1,265 $ 691

We follow the guidance for accounting for uncertainty in income taxes in accordance with FASB ASC 740, which
clarifies uncertainty in income taxes recognized in an enterprise’s financial statements. The standard also prescribes a
recognition threshold and measurement standard for the financial statement recognition and measurement of an income tax
position taken, or expected to be taken, in an income tax return. Only tax positions that meet the more likely than not
recognition threshold may be recognized. In addition, the standard provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, and disclosure. As of December 31, 2022, 2021, and 2020, the balance
of unrecognized tax benefits of $1.6 million, $1.3 million, and $0.7 million, respectively, relate to tax credits that, if
recognized, would be in the form of a carryforward which is expected to require a full valuation allowance based on
present circumstances. Therefore, these unrecognized tax benefits would not have an effect on the effective tax rate. The
unrecognized tax benefits are not expected to materially change in the next twelve months. The total amounts of interest
and penalties recognized for the years ended December 31, 2022, 2021, and 2020 were not material. Our tax years for 2016
through 2022 are still subject to examination by the tax authorities.

At December 31, 2022, we had income tax net operating loss carryforwards for our U.S. federal, state, and foreign
operations of approximately $71.4 million, $72.8 million, and $4.5 million respectively. At December 31, 2021, we had
income tax net operating loss carryforwards for our U.S. federal, state, and foreign operations of approximately $33.8
million, $27.9 million, and $2.8 million, respectively. The federal tax loss carryforwards do not expire. The state and
foreign tax loss carryforwards will begin to expire in 2031 and 2026, respectively.

At December 31, 2022, we had federal and state research and development credit carryforwards of $3.6 million and
$2.7 million, respectively. The federal tax credit carryforwards will begin to expire in 2035. The state tax credit
carryforwards do not expire.

Utilization of some of the federal and state NOL and credit carryforwards are subject to annual limitations due to the
“change in ownership” provisions of the IRC and similar state provisions. We do not anticipate these limitations, if any,
will significantly impact our ability to utilize the NOLs and tax credit carryforwards.

15. Commitments and Contingencies

Purchase Commitments
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On December 15, 2022, we renewed our supplier agreement with Braskem S.A., a Brazilian petrochemical company.
The contract requires us, through our manufacturers, to commit to purchase a minimum amount of material per year until
2027. We purchased approximately $4.4 million in material in 2022. The table below shows the minimum purchase
amounts per year:

(in thousands) Braskem S.A.
Fiscal year ended December 31,
2023 $ 2,260
2024 3,171
2025 3,624
2026 4,077
2027 4,530
Total minimum purchase commitments $ 17,662
Contingencies

We are subject to various claims and legal proceedings that arise in the ordinary course of our business activities.
Although the outcome of any legal proceedings cannot be predicted with certainty, for the years ended December 31, 2022,
2021, and 2020, our ultimate liability, if any, is not expected to have a material effect on our financial position or
operations.

16. Leases

We lease various office and retail spaces under non-cancelable operating leases with various expiration dates through
fiscal 2033, certain of which contain renewal provisions. These renewal provisions are not reasonably certain to be
exercised and therefore are not factored into the determination of lease payments. We have no lease agreements that are
classified as finance leases.

The components of lease costs, recognized as selling, general, and administrative expense in the consolidated
statements of operations and comprehensive loss, along with the weighted-average lease term and weighted-average
discount rate for operating leases, are as follows:

December 31,
(in thousands, except for lease term and discount rate) 2022
Operating lease costs $ 16,508
Variable lease costs 759
Short-term lease costs 596
Sublease income (6)

Total lease costs $ 17,857
Weighted-average remaining lease term (in years) 7.29
Weighted-average discount rate 4.39 %
Supplemental cash flow information related to operating leases are as follows:

December 31,
(in thousands) 2022
Cash paid for amounts included in the measurement of operating lease liabilities $ 14,657
Operating lease liabilities arising from obtaining right-of-use assets 34,492
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Future minimum lease payments under non-cancelable operating leases with initial lease terms in excess of one year,
included in our lease liabilities as of December 31, 2022, are as follows:

Operating Leases

(in thousands) 1)

Fiscal year ended December 31,

2023 $ 14,120

2024 18,196

2025 17,315

2026 15,799

2027 and after 60,253
Total undiscounted operating lease payments $ 125,683

Less: imputed discount (19,848)
Total operating lease liabilities $ 105,835

(1) 2023 amounts as shown above are net of cash inflows for tenant improvement allowances expected to be received during the year. Operating lease
payments exclude legally binding minimum lease payments related to executed leases for which we have not yet taken possession of the leased
premises.

17. Net Loss Per Share

We compute net loss per share using the two-class method required for participating securities and multiple classes of
common stock. The two-class method requires net income or loss be allocated between common stock and participating
securities based upon their respective rights to receive dividends as if all income or loss for the period had been distributed.
The rights, including the liquidation and dividend rights and sharing of losses of the Class A common stock and Class B
common stock are identical, other than voting, transfer, and conversion rights. As the liquidation and dividend rights and
sharing of losses are identical, the undistributed earnings are allocated on a proportionate basis and the resulting net loss
per share attributed to common stockholders will, therefore, be the same for both Class A and Class B common stock on an
individual or combined basis.

The following table sets forth the computation of basic and diluted net loss per share attributable to common
stockholders for the periods presented:

December 31, December 31, December 31,

(in thousands, except share and per share data) 2022 2021 2020
Numerator:

Net loss attributable to common stockholders $ (101,354) § (45,370) $ (25,860)
Denominator:

Weighted-average shares used in computing net loss per share

attributable to common stockholders, basic and diluted 148,754,428 69,308,930 53,005,424
Net loss per share attributable to common stockholders, basic and
diluted $ (0.68) $ (0.65) $ (0.49)
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The following shares of preferred stock and common stock were excluded from the computation of diluted net loss per
share attributable to common stockholders for the periods presented, because including them would have been antidilutive:

December 31, December 31, December 31,
2022 2021 2020

Outstanding stock options 15,388,186 16,370,673 15,611,571
Convertible preferred stock — — 70,990,919
Convertible preferred stock warrants — — 1,104,560
Common stock warrants — 30,684 1,181,640
2021 ESPP 773 946 —
RSUs 4,788,964 160,227 —
PSUs 787,660 — —

Total anti-dilutive securities 20,965,583 16,562,530 88,888,690

18. Benefit Plan

We sponsor a 401(k) defined contribution plan covering eligible employees who elect to participate. We are allowed to
make discretionary profit sharing and matching contributions as defined in the plan and as approved by our board of
directors. No discretionary profit-sharing contributions were made for the years ended December 31, 2022, 2021, and 2020.
We made $1.4 million, $1.3 million, and $1.1 million in matching contributions for the years ended December 31, 2022,
2021, and 2020, respectively. We have no intention to terminate the plan.

19. Subsequent Events

In March 2023, prior to the filing of our 2022 Form 10-K, we amended our Credit Agreement to replace the LIBOR
reference rate with the Term Secured Overnight Financing Rate (“SOFR”). As amended, interest on borrowings under the
revolving credit facility accrues at a variable rate equal to (i) SOFR, plus (ii) 0.10%, plus (iii) a specified spread of 1.25%
or 1.50% dependent on the average quarterly revolver availability, calculated on the last day of each fiscal quarter being
greater than 20% of the total revolver commitments or less than or equal to 20% of the total revolver commitments,
respectively. There were no other material changes to the Credit Agreement as a result of the amendment.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosures
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(¢) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended, or the Exchange Act, that are designed to ensure that information required to be
disclosed in the reports that we file or submit under the Exchange Act is (1) recorded, processed, summarized and reported,
within the time periods specified in the SEC’s rules and forms and (2) accumulated and communicated to our management,
including our principal executive officer and principal financial officer, to allow timely decisions regarding required
disclosure.

Our management, with the participation of our principal executive officer and principal financial officer, evaluated, as
of December 31, 2022, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act). Based on that evaluation, our principal executive officer and principal financial officer
concluded that, as of such date, our disclosure controls and procedures were effective at the reasonable assurance level.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rules 13a-15(f) and 15(d)-15(f) and under the Exchange Act). Our management, including our principal
executive officer and principal financial officer, has assessed the effectiveness of our internal control over financial
reporting as of December 31, 2022, based on the framework set forth in Internal Control-Integrated Framework (2013),
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Our internal control over
financial reporting includes policies and procedures that provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external reporting purposes in accordance with GAAP. Based on
the results of our evaluation, management concluded that our internal control over financial reporting was effective as of
December 31, 2022.

Our independent registered public accounting firm, Deloitte & Touche LLP, was not required to perform an evaluation
of our internal control over financial reporting as of December 31, 2022, because as an “emerging growth company”, we
are exempt from Section 404(b) of the Sarbanes-Oxley Act of 2002.

Inherent Limitation on Effectiveness of Controls and Procedures

In designing and evaluating our disclosure controls and procedures, our management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired
control objectives. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, within the company have been detected. The design of any
system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be no
assurance that any design will succeed in achieving its stated goals under all potential future conditions. Over time, controls
may become inadequate because of changes in conditions, or the degree of compliance with the policies or procedures may
deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may
occur and not be detected.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the quarter ended
December 31, 2022 that has materially affected or is reasonably likely to materially affect our internal control over
financial reporting.

Item 9B. Other Information

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections
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Not applicable.
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PART III
Item 10. Directors, Executive Officers and Corporate Governance
Executive Officers and Directors

We maintain a code of business conduct and ethics that incorporates our code of ethics applicable to our directors,
officers, and employees, including our principal executive officer, principal financial officer, principal accounting officer
or controller, or persons performing similar functions. Our code of business conduct and ethics is available under the
Governance section of our Investor Relations website at ir.allbirds.com. We intend to satisfy the disclosure requirement
under Item 5.05 of Form 8-K regarding amendments to, or waiver from, a provision of our code of business conduct and
ethics by posting such information on the website address and location specified above.

The remaining information required by this item is incorporated by reference to the definitive proxy statement for our
2023 annual meeting of stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022,
under the captions “Information Regarding the Board of Directors and Corporate Governance,” “Election of Directors,”
and “Executive Officers.”

Item 11. Executive Compensation

The information required by this item is incorporated by reference to the definitive proxy statement for our 2023
annual meeting of stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022, under
the captions “Executive Compensation” and “Non-Employee Director Compensation.”

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item is incorporated by reference to the definitive proxy statement for our 2023
annual meeting of stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022, under
the caption “Security Ownership of Certain Beneficial Owners and Management.”

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item is incorporated by reference to the definitive proxy statement for our 2023
annual meeting of stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022, under
the captions “Transactions with Related Persons” and “Independence of the Board of Directors.”

Item 14. Principal Accounting Fees and Services

The information required by this item is incorporated by reference to the definitive proxy statement for our 2023
annual meeting of stockholders, which will be filed with the SEC no later than 120 days after December 31, 2022, under
the caption “Ratification of Selection of Independent Registered Public Accounting Firm.”
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(a) The following documents are filed as part of this Annual Report on Form 10-K:

(1) Consolidated Financial Statements

The consolidated financial statements are filed as part of this Annual Report on Form 10-K under “Item 8. Financial

Statements and Supplementary Data.”

(2) Financial Statement Schedules

The financial statement schedules are omitted because they are either not applicable or the information required is

presented in the financial statements and notes thereto under “Item 8. Financial Statements and Supplementary Data.”

(3) Exhibits

The documents listed in the following Exhibit Index of this Annual Report on Form 10-K are incorporated by
reference or are filed with this Annual Report on Form 10-K, in each case as indicated therein (numbered in accordance

with Item 601 of Regulation S-K):

Incorporated by Reference

Exhibit

N)l‘mllbler Exhibit Title Form File Number Exhibit Filing Date

3.1 Ninth Amended and Restated Certificate of 8-K 001-40963 3.1 November
Incorporation of the Registrant. 5,2021

3.2 Amended and Restated Bylaws of the Registrant. 8-K 001-40963 3.2 November

5,2021

4.1 Form of Class A Common Stock Certificate of the =~ S-1/A  333-259188 4.1 September
Registrant. 15,2021

4.2 Fifth Amended and Restated Investors’ Rights S-1 333-259188 10.1 August 31,
Agreement by and among the Registrant and 2021
certain of its stockholders, dated September 22,

2020.
4.3 Description of Securities. 10-K 001-40963 4.2 March 16,
2022

10.1# Allbirds, Inc. 2015 Equity Incentive Plan, as S-1 333-259188 10.2 August 31,
amended, and forms of agreements thereunder. 2021

10.2# Allbirds, Inc. 2021 Equity Incentive Plan and S-1/A 333-259188 10.3 October
forms of agreements thereunder. 25,2021

10.3# Allbirds, Inc. 2021 Employee Stock Purchase 10-Q 001-40963 10.2 December
Plan. 7,2021

10.4# Form of indemnification agreement by and S-1 333-259188 10.5 August 31,
between the Registrant and each of its directors 2021
and executive officers.

10.5# Allbirds, Inc. Severance and Change in Control S-1/A 333-259188 10.11 October
Plan and form of participation agreement 25,2021
thereunder.

10.6# Non-Employee Director Compensation Policy. 10-K 001-40963 10.6 March 16,

2022

10.7# Offer Letter by and between the Registrant and S-1/A 333-259188 10.6 September
Michael Bufano. 15,2021

10.8# Offer Letter by and between the Registrant and S-1/A 333-259188 10.7 September
Joe Vernachio. 15,2021
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10.9

10.10

10.11

10.12*

10.13*

21.1
23.1*

24.1*

31.1%*

31.2*

32.1%

32.2%

101.INS*

101.SCH*
101.CAL*
101.DEF*

101.LAB*

Standard Multi-Tenant Office Lease — Gross, by S-1/A 333-259188 10.8
and among the Registrant, International

Settlement Holding Corporation, Kristina Gavello

Marital Trust, Gail Gavello, James A. Maciel,

Gregory A. Maciel, Barry A. Maciel by Gregory

A. Maciel POA, Barry Maciel Trust, Claude D.

Perasso, Clotilde Goria, Claudia Bressie, Laura

Perell, Jeanne Peters and Mary Anne Scarlett,

dated July 13, 2016, as amended by Lease

Extension Agreement, dated August 24, 2021.

Standard Lease Agreement, by and between the S-1 333-259188 10.9
Registrant and Hotaling Partners, LLC, dated

November 28, 2017, as amended by First Lease

Amendment, dated June 26, 2019.

Standard Lease Agreement, by and between the S-1 333-259188 10.10
Registrant and Eclipse Champagne Building,

LLC, dated December 17, 2018, as amended by

First Lease Amendment, dated June 26, 2019.

Credit Agreement, dated as of February 20, 2019,
among the Registrant, the Lenders Party Thereto
and JPMorgan Chase Bank, N.A., as
Administrative Agent

First Amendment to Credit Agreement, dated as
of March 8, 2023, among the Registrant, the other
Loan Parties thereto, the lending institutions party
thereto as the Lenders, and JPMorgan Chase
Bank, N.A., as the Administrative Agent

List of Subsidiaries of the Registrant. S-1/A 333-259188 21.1

Consent of Deloitte & Touche LLP, independent
registered accounting firm.

Power of Attorney (included in the signature
pages attached to this Annual Report on Form 10-
K).

Certification of Principal Executive Officer
pursuant to Exchange Act Rules 13a-14(a) and
15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

Certification of Principal Financial Officer
pursuant to Exchange Act Rules 13a-14(a) and
15d-14(a), as adopted pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.

Certification of Principal Executive Officer
pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

Certification of Principal Financial Officer
pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

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

Inline XBRL Taxonomy Extension Schema
Document

Inline XBRL Taxonomy Extension Calculation
Linkbase Document

Inline XBRL Taxonomy Extension Definition
Linkbase Document

Inline XBRL Taxonomy Extension Label
Linkbase Document
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101.PRE* Inline XBRL Taxonomy Extension Presentation
Linkbase Document

104 The cover page from the Registrant’s Annual
Report on Form 10-K for the fiscal year ended
December 31, 2022, has been formatted in Inline
XBRL and contained in Exhibits 101

*  Filed herewith.

# Indicates a management contract or compensatory plan or arrangement.

+  The certifications attached as Exhibits 32.1 and 32.2 that accompany this Annual Report on Form 10-K are not deemed filed
with the SEC and are not to be incorporated by reference into any filing of the Registrant under the Securities Act of 1933, as
amended, or the Exchange Act, whether made before or after the date of this Annual Report on Form 10-K, irrespective of any
general incorporation language contained in such filing.

Item 16. Form 10-K Summary

None.
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SIGNATURES

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

ALLBIRDS, INC.

Date: March 10, 2023 By: /s/ Joseph Zwillinger
Joseph Zwillinger
Co-Chief Executive Officer
(Principal Executive Officer)

Date: March 10, 2023 By: /s/ Michael Bufano
Michael Bufano
Chief Financial Officer
(Principal Financial Officer)

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose individual signature appears below hereby
authorizes and appoints Joseph Zwillinger, Timothy Brown, and Michael Bufano, and each of them, with full power of
substitution and resubstitution and full power to act without the other, as his or her true and lawful attorney-in-fact and
agent to act in his or her name, place and stead and to execute in the name and on behalf of each person, individually and in
each capacity stated below, and to file any and all amendments to this Annual Report on Form 10-K, and to file the same,
with all exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission,
granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and
every act and thing, ratifying and confirming all that said attorneys-in-fact and agents or any of them or their or his
substitute or substitutes may lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed by the
following persons on behalf of the Company and in the capacities and on the dates indicated:

Signature Title Date

/s/ Joseph Zwillinger Co-Chief Executive Officer and Director
Joseph Zwillinger (Principal Executive Officer) March 10, 2023

Chief Financial Officer

/s/ Michael Bufano (Principal Financial Officer and Principal
Michael Bufano Accounting Officer) March 10, 2023
/s/ Neil Blumenthal
Neil Blumenthal Director March 10, 2023
/s/ Dick Boyce
Dick Boyce Director March 10, 2023
/s/ Timothy Brown
Timothy Brown Co-Chief Executive Officer and Director March 10, 2023
/s/ Mandy Fields
Mandy Fields Director March 10, 2023

/s/ Ann Freeman
Ann Freeman Director March 10, 2023

/s/ Dan Levitan
Dan Levitan Director March 10, 2023




/s/ Emily Weiss

Emily Weiss Director March 10, 2023



