RISK FACTORS

Investing in our SAFE involves risks. You should carefully consider the risks and uncertainties described
below before deciding to invest in our SAFE. Our business, financial condition, results of operations and
prospects could be materially and adversely affected by any of these risks or uncertainties. In that case,
the value of your SAFE could decline, and you could lose all or part of your investment. The risks and
uncertainties described below are not the only ones we face. Additional risks and uncertainties that we
are unaware of or that we currently see as immaterial may also adversely affect our business.

Risks Related to Our Early Stage of Development

We have a limited operating history, which makes it difficult to evaluate our business and prospects and
increases the risks associated with an investment in our SAFE.

We began operations in 2022 and launched Pave Pro commercially in the first quarter of 2024. To date,
we have very little historical revenue. As a result, our business model has not been proven and we have
limited financial data that can be used to evaluate our current business and future prospects, which
subjects us to a number of uncertainties, including our ability to plan for, model and manage future
growth and risks. We have also encountered, and will continue to encounter, risks and difficulties
frequently experienced by growing companies in rapidly changing and heavily regulated industries,
including achieving market acceptance of our products and services, attracting and retaining customers,
complying with laws and regulations that are subject to evolving interpretations and application and
increasing competition and expenses as we expand our business. We cannot be sure that we will be
successful in addressing these and other challenges we may face, and our business may be adversely
affected if we do not manage these risks successfully. In addition, we may not achieve sufficient revenue
to maintain positive cash flows from operations or profitability in any given period, or at all.

If we are unable to manage our forecasted growth effectively, our financial performance may suffer,
and our business may be harmed.

We have limited operating experience at our current size and scale. Our forecasted growth could strain our
existing resources, and we could experience ongoing operating difficulties in managing our business
across numerous jurisdictions, including difficulties in hiring, training and managing a dispersed and
growing employee base. Competition for skilled personnel in our industry is intense, and if we are unable
to recruit and retain enough suitable personnel to support our growth as we seek to expand our operations,
we may be unable to successfully expand or maintain our operations or achieve our corporate objectives.

Our growth strategy contemplates significant expenditures for marketing, investing in customer support,
expansion into new countries and markets, enhancements to our current offerings and development of
new products and services, and we cannot guarantee that we will be successful in these efforts. In
addition, our business is highly dependent on our technology platform, and we also rely on certain
third-party service providers and computer systems. Any failure to maintain or upgrade our technology or
network infrastructure effectively to support our growth, particularly as our customer base grows and we
experience any corresponding surges in trading volume, or any interruption in the third-party services or
deterioration in the quality of their service or performance, could result in unanticipated system
disruptions, platform outages or other performance problems which have in the past and may in the future
result in degraded service, or partial or full service outages on our platforms, costly litigation, regulatory
and U.S. Congressional inquiries, examinations and investigations, customer dissatisfaction, arbitration
and complaints and reputational harm and may have an adverse effect on our business.



Further, any growth must be accomplished in a manner that is consistent with regulatory requirements that
apply to our business. If we do not adapt to meet these evolving challenges and requirements, or if our
management team does not effectively scale with our growth, we may experience erosion to our brand,
the quality of our products and services may suffer, we may face regulatory obstacles, including adverse
enforcement actions, other regulatory restrictions or limitations or failure to obtain regulatory approvals
required for certain types of growth, and our company culture may be harmed. We may also experience
difficulties in providing adequate customer support for our growing customer base. Failure to improve,
maintain or increase customer support now or in the future may inhibit our growth.

Because we have limited experience operating our business at its current scale, it is difficult to evaluate
our current business and future prospects, including our ability to plan for and model future growth. Our
limited operating experience on this scale, combined with the rapidly evolving nature of the market for
our products and services, substantial uncertainty concerning how these markets may develop, the
complex regulatory regimes applicable to different aspects of our business and other factors beyond our
control, reduces our ability to accurately forecast quarterly or annual revenue and to predict the risks and
challenges we may encounter. Failure to manage our future growth effectively could have an adverse
effect on our business, financial condition and results of operations.

Our results of operations and other operating metrics may fluctuate from quarter to quarter, which
makes these results and metrics difficult to forecast.

Our results of operations are heavily reliant on the number of customers using our software and the
performance of our software in managing wealth. Additionally, our limited operating history makes it
difficult to forecast our future results. As a result, period-to-period comparisons of our results of
operations may not be meaningful, and our past results of operations should not be relied on as indicators
of future performance. Further, we are subject to additional risks and uncertainties that are frequently
encountered by companies in rapidly evolving markets.

Our financial condition and results of operations in any given quarter can be influenced by numerous
factors, many of which we are unable to predict or are outside of our control, which could include:

* the continued market acceptance of our products and services;
* our ability to retain existing customers and attract new customers;

* our continued development and improvement of our products and services, including our
intellectual property, proprietary technology and customer support functions;

+ the timing and success of new product and service introductions by us or our competitors, or other
changes in the competitive landscape of our market;

* increases in marketing, sales and other operating expenses that we may incur to grow and expand
our operations and to remain competitive;

* the timing and amount of non-cash expenses, such as stock-based compensation and asset
impairment;

+ the success of our expansion into new markets, products and services, such as short positions and
international capabilities;

+ decreased trading in global markets or decreased demand for financial services products generally;



* system disruptions, outages and other performance problems or interruptions on our platform, or
breaches of security or privacy;

» changes in the legislative or regulatory environment, scope or focus of regulatory investigations and
inquiries, or interpretations of regulatory requirements;

» our development of any unique features or services that may be the subject of regulatory criticism
or form the basis for regulatory enforcement action, including regulatory actions to prohibit certain
practices or features;

+ the overall tax rate for our business, which may be affected by any changes to our valuation
allowance, domestic deferred tax assets, and the effects of changes in our business;

» changes in tax laws or judicial or regulatory interpretations of tax laws, which are recorded in the
period such laws are enacted, or interpretations are issued, and may significantly affect the effective
tax rate of that period;

» changes in accounting standards, policies, guidance, interpretations or principles;
» changes in requirements imposed on us by regulators or by our counterparties;

+ volatility in the overall market which could, among other things, impact demand for our services,
and our growth strategy and business more generally; and

» general economic conditions in either domestic or international markets, including the impact of
legacy COVID-19 pandemic or future pandemics.

Any one of the factors above or the cumulative effect of some of the factors above may result in
significant fluctuations in our business and results of operations.

We have incurred operating losses in the past and may not reach and/or maintain profitability in the
future.

We incurred operating losses each year since our inception in 2022 through 2024, including net losses of
$4.9 million and $5.0 million for 2023 and 2024, respectively. We expect our operating expenses to
continue to increase in the future as we increase our sales and marketing efforts, continue to invest in
research and development, further develop our products and services, improve and expand our customer
support functions and expand into new geographies. These efforts and additional expenses may be more
costly than we expect, and we cannot guarantee that we will be able to increase our revenue by an amount
sufficient to offset our increased operating expenses or to become profitable.

Our revenue growth may slow or our revenue may decline for a number of other reasons, which could
include slowing demand for our platform, insufficient growth in the number of customers that utilize our
platform, increasing competition, a decrease in the growth of our overall market, our failure to continue to
capitalize on growth opportunities, including as a result of our inability to scale to meet such growth, an
insufficient number of market makers or the unwillingness or inability of our existing market makers to
execute our customers’ trade orders as order volumes increase, increasing regulatory costs, increasing
capital requirements imposed by regulators and SROs, economic conditions that reduce financial activity
and the maturation of our business, among others. If we are unable to successfully address these risks and
challenges as we encounter them, our business, financial condition and results of operations could be
adversely affected. If we are unable to generate adequate revenue growth and offset our operating



expenses, we may continue to incur significant losses and may not be able to maintain profitability in the
future.

Risks Related to Transaction-Related Revenue.

Because some of our forecasted revenue is transaction-based, receiving spreads in securities lending,
credit and debit balances, reduced levels of securities activity generally, changes in our business
relationships with market makers and any new regulation of, or any bans of certain types of securities
businesses may result in reduced profitability, increased compliance costs and expanded potential for
negative publicity. The majority of our forecasted revenue from Pave Securities is expected to be
transaction-based, in that we expect to receive revenue based on securities trading and lending. Our
transaction-based revenue could be harmed by decreased levels of trading and security borrowing
generally.

Risks Related to our Business Relationships with Market Makers.

Our Transaction Revenue with market makers is a matter of practice and business understanding and not
documented under binding contracts. If any of these market makers, or any other market makers with
whom we do business, were unwilling to continue to receive orders from us or to pay us for those orders
(including, for example, as a result of unusually high volatility), we may have little to no recourse and, if
there are no other market makers that are willing to receive such orders from us or to pay us for such
orders, or if we are unable to find replacement market-makers in a timely manner, our transaction-based
revenue would be impacted negatively. Furthermore, if market makers decide to alter our fee structure or
to enter into more favorable fee structures with our competitors, our transaction-based revenue could be
impacted negatively. Any decrease in transaction-based revenue from market makers could have an
adverse effect on our business, financial condition and results of operations.

Risks Related to Negative Publicity Associated with PFOF or our Market Makers.

Additionally, any negative publicity surrounding PFOF or Transaction Rebate practices generally, or our
implementation of these practices, could harm our brand and reputation. Furthermore, as registered
broker-dealers, market makers must comply with rules and regulations that are generally intended to
prohibit them from taking advantage of information they obtain while executing orders (e.g., through the
prohibition on “front running”). Market makers also have a duty to seek "best execution" of customers’
equity and option orders we send to them. If the market makers we use to execute our customers’ equity
and option trades were to violate such rules and regulations and use this data for their own benefit in
violation of applicable rules and regulations, it could result in negative publicity for us by association.

If our customers begin to disfavor PFOF and Transaction Rebate practices generally or the specific
market markers with whom we do business due to any negative media attention, they may have an
adverse view of our business model and decide to limit or cease the use of our platform. Additionally,
some customers may prefer to invest through our competitors that do not engage in PFOF or Transaction
Rebate practices or engage in them differently than we do. Any such loss of customer engagement as a
result of any negative publicity associated with PFOF and Transaction Rebate practices could have an
adverse effect on our business, financial condition and results of operations.

Risks Related to Our Investment Advisory Business

Our investment management business may be affected by the poor investment performance of our
investment process or results or a client preference for investment programs other than those which we
offer or for products that generate lower fees.



Poor investment returns in our investment management business, due to either general market conditions
or underperformance (relative to our competitors or to benchmarks) by funds or accounts that we manage
or the investment products or advice that we design or sell, affects our ability to retain existing assets and
to attract new clients or additional assets from existing clients and could affect the management and other
fees that we earn on assets under management. To the extent that our clients choose to invest in products
that we do not currently offer, we will suffer outflows and a loss of management fees. Further, if, due to
changes in investor sentiment or the relative performance of certain asset classes or otherwise, clients
invest in products that generate lower fees, our investment management business could be adversely
affected.

Our investment advisory contracts may be terminated or may not be renewed on favorable terms.

We expect to derive a significant portion of our revenue from providing investment advisory services. The
advisory or management contracts we have entered into with clients, including the agreements that govern
the provision of our investment products and advice, provide investors or, in some cases, the independent
directors of applicable investment funds, with significant latitude to terminate such contracts, withdraw
funds or liquidate funds with limited notice or penalty. Our fee arrangements under any advisory or
management contracts may be reduced. In addition, if a number of our clients terminate their contracts,
liquidate funds or fail to renew management contracts on favorable terms, the fees we earn could be
reduced, which may cause our assets under management, revenue and earnings to decline.

We are dependent upon third-party approvals.

Many of the investment advisers through which we distribute our investment products or advice are
affiliated with independent broker-dealers or other networks, which have regulatory responsibility for the
adviser’s practice. As part of the regulatory oversight, these broker-dealers or networks must approve the
use of our investment products or advice by affiliated advisers within their networks. Failure to receive
such approval, or the withdrawal of such approval, could adversely affect the marketing of our investment
offerings.

We are dependent on third-party pricing services for the valuation of securities in our investment
products.

The majority of the securities held by our investment products are valued using quoted prices from active
markets gathered by external third-party pricing services. Securities for which market prices are not
readily available are valued in accordance with procedures applicable to that investment product. These
procedures may utilize unobservable inputs that are not gathered from any active markets and involve
considerable judgment. If these valuations prove to be inaccurate, our revenues and earnings from assets
under management could be adversely affected.

Our investment management operations may subject us to legal liability for client losses.

Our operations include complex activities and including functions such as recordkeeping and accounting,
security pricing, corporate actions processing, compliance with investment restrictions, daily net asset
value computations, account reconciliations, and required distributions to fund shareholders. Failure to
properly perform operational tasks or the misrepresentation of our services and products could subject us
to regulatory sanctions, penalties or litigation and result in reputational damage, liability to clients, and
the termination of investment management or administration agreements and the withdrawal of assets
under our management.



In the management and administration of funds and client accounts, we use models and other tools and
resources to support investment decisions and processes, including those related to risk assessment,
portfolio management, trading and hedging activities and product valuations. Errors in the design,
function, or underlying assumptions used in these models and tools, particularly if we fail to detect the
errors over an extended period, could subject us to claims of a breach of fiduciary duty and potentially
large liabilities for make-whole payments, litigation, and/or regulatory fines.

Commentary citing concerns about the scale of its index investing business, as well as purported
competition issues relating to the common ownership theory, has begun by regulators.

The growth of index investing has attracted commentary citing concerns about the scale and influence on
the stock in such indices. Some commentators have argued that continued growth of index funds has the
potential to impact stock market competitiveness by exacerbating stock price moves and market volatility.
Some commentators, regulators and lawmakers have also argued that index managers have accumulated
outsized influence through the proxy voting power their clients have assigned them. Some have proposed
limitations on the ability of index fund managers to vote on behalf of their clients, or that voting and
engagement on certain topics should trigger changes in regulatory status. Additional commentary focuses
on the common ownership theory, an academic theory stating that minority ownership of multiple
companies within a single industry by the same investor leads to anticompetitive effects. This theory
purports to link aggregated equity positions in certain industries with higher consumer prices and
executive compensation and lower wages and employment rates, among other things. In the US, the FTC
cited common ownership as a disqualifying factor in a proposed exemption from pre-merger notification
rules and as a consideration underlying its consultation on rules applying to acquisitions of voting
securities by investment entities. In 2021, the FTC identified common ownership as a key enforcement
area and passed a resolution empowering individual commissioners to investigate shareholder conduct in
connection with common ownership. In 2023, the FTC and DOJ released new merger guidelines
recognizing that common ownership may reduce competitive incentives. Common ownership may be
given greater consideration in regulatory investigations, studies, rule proposals, policy decisions and/or
the scrutiny of mergers and acquisitions. The debate on common ownership is still on the agenda of
competition regulators globally, and common ownership may continue to be a consideration for the EC,
among others, including in the assessment of mergers and investigations. For example, EC and European
Parliament reports in 2020 suggested that more evidence was required on the impact of common
ownership on competition, and a committee of the Australian House of Representatives held an inquiry in
2021 on the implications of common ownership and capital concentration on Australian companies and
markets. In 2023, the UK Competition & Markets Authority (“CMA”) established a new economic
research unit which identified common ownership as a potential research topic. There is substantial
literature casting doubt on the assumptions, data, methodology and conclusions associated with the
common ownership theory and competition regulators, including at the FTC and CMA, have
acknowledged that the debate around the theory remains unsettled. Nevertheless, some commentators
have proposed remedies, including limits on the ownership stakes of common owners that, if enacted into
policy, could have a negative impact on the capital markets, as well as increase costs and limit the
availability of products for investors. Such policy solutions could, in turn, adversely affect Pave Finance.

Risks Related to Our Broker-Dealer Business

As a registered broker-dealer, Pave Securities is subject to “best execution” requirements under SEC
guidelines and FINRA rules. We could be penalized if Pave Securities does not comply with these
requirements and these requirements could be modified in the future in a way that could harm our
business.



As a registered broker-dealer, Pave Securities is subject to “best execution” requirements under SEC
guidelines and FINRA rules, which require Pave Securities to obtain the best reasonably available terms
for customer orders. In part, this requires broker-dealers to use reasonable diligence so that the price to the
customer is as favorable as possible under prevailing market conditions, taking into account, among other
things, the character of the market for the security, the size and type of the transaction, the number of
markets checked, accessibility of quotations and the terms and conditions of the order as communicated
by the broker-dealer’s customer. Although a broker-dealer is not required to examine every customer
order individually for compliance with its duty of best execution, it must undertake regular and rigorous
reviews of the quality of its customer order executions. We cannot guarantee that we will not face
investigations or penalties in the future related to allegations about our best execution practices.

We also may be adversely affected in the future by regulatory changes related to our obligations with
regard to best execution. Any such regulation could have a material impact on our business and our
primary source of revenue.

We may require additional capital to satisfy our liquidity needs and support business growth and
objectives, and this capital might not be available to use on reasonable terms, if at all, may result in
stockholder dilution, and may be delayed or prohibited by applicable regulations.

Maintaining adequate liquidity is crucial to our securities brokerage business operations. We meet our
liquidity needs primarily from working capital and cash generated by customer activity. Increases in the
number of customers, fluctuations in customer cash or deposit balances, as well as market conditions or
changes in regulatory treatment of customer deposits, may affect our ability to meet our liquidity needs.
Pave Securities is subject to Rule 15¢3-1 under the Exchange Act, the Uniform Net Capital Rule, which
specifies minimum capital requirements intended to ensure the general financial soundness and liquidity
of broker-dealers, and Pave Securities is subject to Rule 15¢3-3 under the Exchange Act, which requires
broker-dealers to maintain certain liquidity reserves. As a fully-disclosed, introducing broker, Pave
Securities net capital requirement is $5,000.

A reduction in our liquidity position could reduce our customers’ confidence in us, which could result in
the withdrawal of customer assets and loss of customers, or could cause us to fail to satisfy broker-dealer
or other regulatory capital guidelines, which may result in immediate suspension of securities activities,
regulatory prohibitions against certain business practices, increased regulatory inquiries and reporting
requirements, increased costs, fines, penalties or other sanctions, including suspension or expulsion by the
SEC, FINRA or other SROs or state regulators, and could ultimately lead to the liquidation of our
broker-dealers or other regulated entities. Factors which may adversely affect our liquidity positions
include temporary liquidity demands due to timing differences between brokerage transaction settlements
and the availability of segregated cash balances, fluctuations in cash held in customer accounts, increased
regulatory capital requirements, changes in regulatory guidance or interpretations, other regulatory
changes or a loss of market or customer confidence resulting in unanticipated withdrawals of customer
assets.

In addition to requiring liquidity for our securities brokerage business and our other regulated businesses,
we may also require additional capital to continue to support the growth of our business and respond to
competitive challenges, including the need to promote our products and services, develop new products
and services, enhance our existing products, services and operating infrastructure, and acquire and invest
in complementary businesses and technologies.

When available cash is not sufficient for our liquidity and growth needs, we may need to engage in equity
or debt financings to secure additional funds. There can be no assurance that such additional funding will



be available on terms attractive to us, or at all, and our inability to obtain additional funding when needed
could have an adverse effect on our business, financial condition and results of operations. If additional
funds are raised through the issuance of equity or convertible debt securities, our stockholders could
suffer significant dilution, and any new shares we issue in connection therewith could have rights,
preferences and privileges superior to those of our current stockholders. 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 future business opportunities.

Risks Related to Our Brokerage and our RIA Products and Services

If we do not maintain the capital levels required by regulators and SROs, our broker-dealer business
may be restricted and we may be fined or subject to other disciplinary or corrective actions, which
could harm our business, financial condition, operating results, cash flows and prospects. In a
worst-case scenario, failure to maintain these requirements could lead to our broker-dealer business
being liquidated or wound down.

The SEC, FINRA and various other SROs have stringent rules with respect to the maintenance of specific
levels of net capital and clearinghouse deposits by securities broker-dealers. Our failure to maintain the
required net capital levels could result in immediate suspension of securities activities, suspension or
expulsion by the SEC or FINRA, restrictions on our ability to expand our existing business or to
commence new businesses and could ultimately lead to the liquidation of our broker-dealer entities and
winding down of our broker-dealer business. If such net capital rules are changed or expanded, if there is
an unusually large charge against net capital, or if we make changes in our business operations that
increase our capital requirements, operations that require an intensive use of capital could be limited. A
large operating loss or charge against net capital could have adverse effects on our ability to maintain or
expand our business.

Where we have subsidiaries that are or will be licensed and regulated in certain U.S. states or non-U.S.
jurisdictions, those entities are or will be subject to their own regulatory capital rules and requirements
that they, and we as a group, need to or will need to comply with to avoid censure, fines, or other adverse
consequences. Changes in those rules, or changes in our business operations, may result in changes to the
amount of capital that is needed by those entities, which could have an adverse effect on the operational
costs of running those businesses or to the viability of those businesses.

Our compliance and risk management policies and procedures as a regulated financial services
company may not be fully effective in identifying or mitigating compliance and risk exposure in all
market environments or against all types of risk.

As a financial services company operating in the securities industry, among others, our business exposes
us to a number of heightened risks. We have devoted significant resources to develop our compliance and
risk management policies and procedures and will continue to do so, but there can be no assurance these
are sufficient, especially as our business is rapidly growing and evolving. Nonetheless, our limited
operating history, evolving business and rapid growth make it difficult to predict all of the risks and
challenges we may encounter and may increase the risk that our policies and procedures to identify,
monitor and manage compliance risks may not be fully effective in mitigating our exposure to all market
environments or against all types of risk. Further, some controls are manual and are subject to inherent
limitations and errors in oversight. This could cause our compliance and other risk management strategies
to be ineffective. Other compliance and risk management methods depend upon the evaluation of
information regarding markets, customers, catastrophe occurrence or other matters that are publicly



available or otherwise accessible to us, which may not always be accurate, complete, up-to-date or
properly evaluated. Insurance and other traditional risk-shifting tools may be held by or available to us in
order to manage certain exposures, but they are subject to terms such as deductibles, coinsurance, limits
and policy exclusions, as well as risk of counterparty denial of coverage, default or insolvency. Any
failure to maintain effective compliance and other risk management strategies could have an adverse
effect on our business, financial condition, and results of operations.

We are also exposed to heightened regulatory risk because our business is subject to extensive regulation
and oversight in a variety of areas, and such regulations are subject to evolving interpretations and
application and it can be difficult to predict how they may be applied to our business, particularly as we
introduce new products and services and expand into new jurisdictions. Also, due to market volatility, it is
difficult to predict how much capital we will need in the future to meet net capital and deposit
requirements. Any perceived or actual breach of laws and regulations could negatively impact our
business, financial condition, or results of operations. It is possible that these laws and regulations could
be interpreted or applied in a manner that would prohibit, alter, or impair our existing or planned products
and services.

General Business Risks
Risks Related to our Customer Concentration

We are dependent on our broker-dealer clients, and their RIAs, who are not restricted from using their
own proprietary or third-party platforms to actively manage assets and conduct securities transactions. We
could lose significant sources of revenue and trading volume if we lose any of our significant
broker-dealer clients.

Harm to our brand and reputation could adversely affect our business.

Our brand and our reputation are two of our most important assets. Our reputation, brand and ability to
build trust with existing and new customers may be adversely affected by complaints and negative
publicity about us, our platform and customers that utilize our platform or our competitors’ platforms,
even if factually incorrect or based on isolated incidents. Our ability to attract and retain customers is
highly dependent upon external perceptions of our company, and damage to our brand and reputation may
be caused by:

» actual or perceived system disruptions, outages, interruptions or other performance problems of
our platform or similar incidents, cybersecurity attacks, privacy or data security breaches, or other
security incidents, payment disruptions or other incidents that impact the reliability of our
platform;

* complaints or negative publicity about us, our platform, our management team, our other
employees or contractors, our customers or third-party service providers;

+ litigation involving, or regulatory actions or investigations into, our platform or our business;
» afailure to comply with legal, tax and regulatory requirements;

e any perceived or actual weakness in our financial strength or liquidity;



* a failure by Pave Securities to meet any capital requirements imposed by regulators and SROs,
such as the SEC and FINRA, or any cash deposit and collateral requirements imposed by certain
other SROs such as the DTC, NSCC and OCC, especially in the event of high volatility in market
conditions or individual securities, unusually high trading volume or account sign-ups or a high
concentration of net buying in a particular stock, which could lead to our temporarily restricting
trading in stocks in order to limit clearinghouse deposit requirements;

e any regulatory action that results in changes to, or prohibits us from offering, certain features or
services;

* changes to our policies, features or services that customers or others perceive as overly restrictive,
unclear, inconsistent with our values or mission, or not clearly articulated;

* afailure to operate our business in a way that is consistent with our values and mission;

* inadequate or unsatisfactory customer support experiences, including as a result of our inability to
successfully and timely improve, maintain or increase our customer support capabilities. For
example, we do not currently provide general customer support by telephone, which may limit
potential or existing customers’ access to support; we currently offer callback phone support
(which customers can request in-app) only for certain use cases, such as options trading, account
security, selling issues and assistance with transfers and withdrawals;

* negative responses by customers or regulators to our business model;

* negative responses by customers or regulators to new features or services, or changes to existing
features or services, on our platform;

» afailure to adapt to new or changing customer preferences;

* a sustained downturn in U.S. equity markets or in general economic conditions, which could
cause our existing customers to incur losses and, as a result, affect our existing and potential new
customers’ interest in our products and services; and

* any of the foregoing with respect to our competitors, to the extent the resulting negative
perception affects the public’s perception of us or our industry as a whole.

These and other events that may harm our brand and reputation could diminish customer confidence in,
and use of, our products and services and could have an adverse effect on our business, financial
condition and results of operations.

Our business and reputation may be harmed by changes in business, economic or political conditions
that impact global financial markets, or by a systemic market event.

As a financial services company, our business, results of operations and reputation are directly affected by
elements beyond our control, such as economic and political conditions, changes in the volatility in
financial markets (including volatility as a result of the COVID-19 pandemic), significant increases in the
volatility or trading volume of particular securities or cryptocurrencies, broad trends in business and
finance, changes in volume of securities trading generally, changes in the markets in which such
transactions occur and changes in how such transactions are processed. These elements can arise



suddenly, and the full impact of such conditions can remain uncertain. A prolonged weakness in equity
markets, such as a slowdown causing reduction in trading volume in securities or derivatives markets,
may result in reduced revenues and would have an adverse effect on our business, financial condition and
results of operations. Significant downturns in the securities markets or in general economic and political
conditions may also cause customers to be reluctant to adopt our software and thus decrease the demand
for our products and services and could also result in our customers reducing their engagement and active
management with our platform. Conversely, significant upturns in the securities markets or in general
economic and political conditions may cause individuals to be less proactive in seeking ways to improve
the returns on their trading or investment decisions and, thus, decrease the demand for our products and
services. Any of these changes could cause our future performance to be uncertain or unpredictable, and
could have an adverse effect on our business, financial condition and results of operations.

In addition, some market participants could be overleveraged. In case of sudden, large price movements,
such market participants may not be able to meet their obligations to their respective brokers who, in turn,
may not be able to meet their obligations to their counterparties. As a result, the financial system or a
portion thereof could suffer, and the impact of such an event could have an adverse effect on our business,
financial condition and results of operations.

In addition, a prolonged weakness in the U.S. equity markets or equity securities or a general economic
downturn could cause our customers’ clients to incur losses, which in turn could cause our brand and
reputation to suffer. If our reputation is harmed, the willingness of our existing customers, and potential
new customers, to do business with us could be negatively impacted, which would adversely affect our
business, financial condition and results of operations.

We conduct our brokerage and our investment advisory business operations through subsidiaries and
may in the future rely on dividends from our subsidiaries for a substantial amount of our cash flows.

We may in the future depend on dividends, distributions and other payments from our subsidiaries to fund
payments on our obligations, including any debt obligations we may incur. Regulatory and other legal
restrictions may limit our ability to transfer funds to or from certain subsidiaries, including Pave
Securities and Pave Investments. In addition, certain of our subsidiaries are subject to laws and
regulations that authorize regulatory bodies to block or reduce the flow of funds to us, or that prohibit
such transfers altogether in certain circumstances. These laws and regulations may hinder our ability to
access funds that we may need to make payments on our obligations, including any debt obligations we
may incur and otherwise conduct our business by, among other things, reducing our liquidity in the form
of corporate cash. In addition to negatively affecting our business, a significant decrease in our liquidity
could also reduce investor confidence in us. Certain rules and regulations of the SEC and FINRA may
limit the extent to which our broker-dealer subsidiaries may distribute capital to us. For example, under
FINRA rules applicable to Pave Securities, a dividend in excess of 10% of a member firm’s excess net
capital may not be paid without FINRA’s prior written approval. Compliance with these rules may impede
our ability to receive dividends, distributions and other payments from Pave Securities and Pave
Investments.

Future acquisitions of, or investments in, as applicable, other companies, products, technologies or
specialized employees could require significant management attention, disrupt our business, dilute
stockholder value and adversely affect our results of operations.

As part of our business strategy, we may make acquisitions of, or investments in, as applicable,
specialized employees or other compatible companies, products or technologies. We also may enter into
relationships with other businesses in order to expand our products and services. Negotiating these



transactions can be time-consuming, difficult and expensive and our ability to close these transactions
may be subject to third-party approvals, such as government and other regulatory approvals, which are
beyond our control. Further, we may not be able to find suitable acquisition or investment candidates and
we may not be able to complete acquisitions on favorable terms, if at all. Moreover, these kinds of
acquisitions or investments may result in unforeseen operating difficulties and expenditures, including
disrupting our ongoing operations, diverting management from their primary responsibilities, subjecting
us to additional liabilities, increasing our expenses and adversely impacting our business, financial
condition and results of operations. If we acquire businesses or technologies, we may not be able to
integrate the acquired personnel, operations and technologies successfully, or effectively manage the
combined business following the acquisition. Moreover, we cannot assure that the anticipated benefits of
any acquisition or investment would be realized or that we would not be exposed to unknown liabilities.

In connection with these types of transactions, we may issue additional equity securities that would dilute
our stockholders, use cash that we may need in the future to operate our business, incur debt on terms
unfavorable to us or that we are unable to repay, incur large charges or substantial liabilities, encounter
difficulties integrating diverse business cultures and become subject to adverse tax consequences,
substantial depreciation, or deferred compensation charges. These challenges related to acquisitions or
investments could have an adverse effect on our business, financial condition and results of operations.

We may expand into international markets, which will expose us to significant new risks, and our
international expansion efforts may not be successful.

We may further expand our operations to other countries outside of the United States, which will require
significant resources and management attention and will subject us to regulatory, economic and political
risks in addition to those we already face in the United States. There are significant risks and costs
inherent in doing business in international markets, including:

» difficulty establishing and managing international operations and the increased operations, travel,
infrastructure and legal and compliance costs associated with locations in different countries or
regions;

* the need to understand and comply with local laws, regulations and customs in multiple
jurisdictions, including laws and regulations governing broker-dealer and RIA practices, some of
which may be different from, or conflict with, those of other jurisdictions, and which might not
permit us to operate our business or collect revenues in the same manner as we do in such other
jurisdictions;

* our interpretations of local laws and regulations, which may be subject to challenge by local
regulators;

o difficulties or delays in obtaining and/or maintaining the regulatory permissions, authorizations,
licenses or consents that may be required to offer certain products in one or more international
markets;

« difficulties in managing multiple regulatory relationships across different jurisdictions on
complex legal and regulatory matters;

+ if we were to engage in any merger or acquisition activity internationally, this is complex and
would be new for us and subject to additional regulatory scrutiny;



» the need to vary products, pricing and margins to effectively compete in international markets;

* the need to adapt and localize products for specific countries, including obtaining rights to
third-party intellectual property used in each country;

* increased competition from local providers of similar products and services;

» the challenge of positioning our products and services to meet a demand in the local market (also
known as “product-market fit”);

» the ability to obtain, maintain, protect, defend and enforce intellectual property rights abroad;

» the need to offer customer support and other aspects of our offering (including websites, articles,
blog posts and customer support documentation) in various languages;

* compliance with anti-bribery laws, such as the FCPA and equivalent anti-bribery and
anti-corruption requirements in local markets, by us, our employees and our business partners,
and the potential for increased complexity due to the requirements on us as a group to follow
multiple rule sets;

* complexity and other risks associated with current and future legal requirements in other
countries, including laws, rules, regulations and other legal requirements related to cybersecurity
and data privacy frameworks and labor and employment laws;

* the need to enter into new business partnerships with third-party service providers in order to
provide products and services in the local market, which we may rely upon to be able to provide
such products and services or to meet certain regulatory obligations;

» varying levels of internet technology adoption and infrastructure, and increased or varying
network and hosting service provider costs and differences in technology service delivery in
different countries;

* fluctuations in currency exchange rates and the requirements of currency control regulations,
which might restrict or prohibit conversion of other currencies into U.S. dollars;

* taxation of our international earnings and potentially adverse tax consequences due to
requirements of or changes in the income and other tax laws of the United States or the
international jurisdictions in which we operate; and

* political or social unrest or economic instability in a specific country or region in which we
operate.

We have limited experience with international regulatory environments and market practices, and we may
not be able to penetrate or successfully operate in the markets we choose to enter. In addition, we may
incur significant expenses as a result of our international expansion, and we may not be successful. We
may launch products that lack local product-market fit, face local competition from pre-existing
companies offering similar products and/or face limited brand recognition in certain parts of the world,



any of which could lead to non-acceptance or delayed acceptance of our products and services by
customers in new markets. Product adoption and growth rates may vary significantly across different
markets. We are subject to income taxes and other taxes in the United States and other countries in which
we transact or conduct business, and such laws and tax rates vary by jurisdiction. We are subject to review
and audit by U.S. federal, state, local and foreign tax authorities. Such tax authorities may disagree with
tax positions we take, and if any such tax authority were to successfully challenge any such position, our
financial condition or results of operations could be materially and adversely affected. Our failure to
successfully manage these risks could harm our international operations in the markets we choose to enter
into and have an adverse effect on our business, financial condition and results of operations.

Risks Related to Regulation and Litigation

Our business is subject to extensive, complex and changing laws and regulations, and related
regulatory proceedings and investigations. Changes in these laws and regulations, or our failure to
comply with these laws and regulations, could harm our business.

The securities industry is subject to extensive regulation by federal, state and non-U.S. regulators and
SROs, and broker-dealers, RIAs, and financial services companies are subject to laws and regulations
covering all aspects of the securities industry. The substantial costs and uncertainties related to complying
with these regulations continue to increase, and our introduction of new products or services, expansion of
our business in certain jurisdictions or subindustries, acquisitions of other businesses that operate in
similar regulated spaces or other actions that we may take may subject us to additional laws, regulations
or other government or regulatory scrutiny. Regulations are intended to ensure the integrity of financial
markets, appropriate capitalization of broker-dealers, RIAs and other financial services companies and the
protection of customers and their assets. These regulations may serve to limit our business activities
through capital, customer protection and market conduct requirements, as well as restrictions on the
activities that we are authorized to conduct.

Federal, state and non-U.S. regulators and SROs, including the SEC and FINRA, among other things, can
investigate, censure or fine us, issue cease-and-desist orders or otherwise restrict our operations, require
changes to our business practices, products or services, limit our acquisition activities or suspend or expel
a broker-dealer or RIA, or any of their officers or employees. Similarly, state attorneys general and other
state regulators, including state securities and financial services regulators, can bring legal actions on
behalf of the citizens of their states to assure compliance with state laws. In addition, criminal authorities
such as state attorneys general or the U.S. Department of Justice may institute civil or criminal
proceedings against us for violating applicable laws, rules, or regulations. Despite our efforts to comply
with applicable legal requirements, like all companies in our industry, we must adapt to frequent changes
in laws and regulations, and face complexity in interpreting and applying evolving laws and regulations to
our business, heightened scrutiny of the conduct of financial services firms and increasing penalties for
violations of applicable laws and regulations. We may fail to establish and enforce procedures that comply
with applicable legal requirements and regulations. We may be adversely affected by new laws or
regulations, changes in the interpretation of existing laws or regulations or more rigorous enforcement.
For example, our ability to generate fees from spreads on credit and debit balances may be limited
substantially by new or revised laws or regulations, which would materially decrease our
transaction-based revenue, or banned entirely, which could require us to make significant changes to our
revenue model, and such changes may not be successful. We also may be adversely affected by other
regulatory changes related to our obligations with regard to suitability of financial products, supervision,
sales practices, application of fiduciary or best interest standards (including the interpretation of what
constitutes an “investment recommendation” for the purposes of the SEC’s “Regulation Best Interest” and



state securities laws) and best execution in the context of our business and market structure, any of which
could limit our business, increase our costs and damage our reputation.

We are also subject to laws, rules, regulations, policies, industry standards and contractual obligations
regarding data privacy and security, and we may be subject to litigation, regulatory proceedings or other
investigations regarding any actual or perceived non-compliance with such obligations.

We are subject to governmental laws and requirements regarding economic and trade sanctions,
anti-money laundering and counter-terror financing that could impair our ability to compete in
international markets or subject us to criminal or civil liability if we violate them.

Although our operations are currently concentrated in the United States, in the future we may seek to
expand internationally and will become subject to additional laws and regulations and will need to
implement new regulatory controls to comply with applicable laws. We are currently required to comply
with U.S. economic and trade sanctions administered by OFAC and we have processes in place to comply
with the OFAC regulations. As part of our onboarding process, in accordance with the Customer
Identification Program rules, which are required by Section 326 of the USA PATRIOT ACT of 2001, we
screen all potential customers against the OFAC watchlists and continue to screen all customers, vendors
and employees daily against the OFAC watchlists. While we currently only offer services to U.S. citizens
and permanent residents with a legal address within the United States or Puerto Rico, and while our
application includes features designed to block access to our services from sanctioned countries, our
application could potentially be illegitimately accessed from anywhere in the world. If our services are
accessed from a sanctioned country in violation of the trade and economic sanctions, with our knowledge
or otherwise, we could be subject to enforcement actions. Additionally, to the extent a customer accesses
our application or services from outside the United States, we could also become subject to regulations in
that local jurisdiction, including requirements that we become licensed, registered or authorized in such
jurisdiction. A regulator’s conclusion that we are servicing customers in their jurisdiction without being
appropriately licensed, registered or authorized could result in fines or other enforcement actions. Our
broker-dealer and RIA subsidiaries are registered in the United States but are not licensed, authorized or
registered in any other jurisdiction.

We are also subject to various anti-money laundering and counter-terrorist financing laws and regulations
around the world that prohibit, among other things, our involvement in transferring the proceeds of
criminal activities. In the U.S., most of our services are subject to anti-money laundering laws and
regulations, including the BSA, and similar laws and regulations. The BSA is the primary U.S.
anti-money laundering law and has been amended to include certain provisions of Title III of the USA
Patriot Act to detect, deter and disrupt terrorist financing networks. Regulators in the United States and
globally continue to increase their scrutiny of compliance with these obligations.

If we expand our services internationally, we will become subject to additional non-U.S. laws, rules,
regulations and other requirements regarding economic and trade sanctions, anti-money laundering, and
counter-terror financing. In that case, we would need to further revise or expand our compliance program,
including the procedures we use to verify the identity of our customers and to monitor transactions on our
system, including payments to persons outside of the U.S. The need to comply with multiple sets of laws,
rules, regulations and other requirements could substantially increase our compliance costs, impair our
ability to compete in international markets, and subject us to risk of criminal or civil liability for
violations.

We are subject to anti-corruption, anti-bribery and similar laws, and non-compliance with such laws
can subject us to criminal or civil liability and harm our business.



We are subject to the FCPA, U.S. domestic bribery laws and other U.S. and foreign anti-corruption laws.
Anti-corruption and anti-bribery laws have been enforced aggressively in recent years and are interpreted
broadly to generally prohibit companies, their employees and their third-party intermediaries from
authorizing, offering or providing, directly or indirectly, improper payments or benefits to recipients in the
public sector. These laws also require that we keep accurate books and records and maintain internal
controls and compliance procedures designed to prevent any such actions. Although our operations are
currently based in the U.S., as we develop an international cross-border business and expand operations
abroad, we will engage with business partners and third-party intermediaries to market our services and to
obtain necessary permits, licenses and other regulatory approvals. In addition, we or our third-party
intermediaries may have direct or indirect interactions with officials and employees of government
agencies or state-owned or affiliated entities. We can be held liable for the corrupt or other illegal
activities of these third-party intermediaries, our employees, representatives, contractors, partners, and
agents, even if we do not explicitly authorize such activities. The failure to comply with any such laws
could subject us to criminal or civil liability, cause us significant reputational harm and have an adverse
effect on our business, financial condition and results of operations.

We cannot ensure that all of our personnel and agents will comply with our internal policies and
applicable law, including anti-corruption, anti-bribery and similar laws. We may be ultimately held
responsible for any such non-compliance. As we increase our international business, our compliance
risks may increase.

Detecting, investigating and resolving actual or alleged violations of anti-corruption laws can require a
significant diversion of time, resources, and attention from senior management. In addition,
noncompliance with anti-corruption or anti-bribery laws could subject us to whistleblower complaints,
investigations, sanctions, settlements, prosecution, enforcement actions, fines, damages, other civil or
criminal penalties, injunctions, suspension or debarment from contracting with certain persons,
reputational harm, adverse media coverage and other collateral consequences. If any subpoenas are
received or investigations are launched, or governmental or other sanctions are imposed, or if we do not
prevail in any possible civil or criminal proceeding, our business, results of operations and financial
condition could be materially harmed. In addition, responding to any action will likely result in a
materially significant diversion of management’s attention and resources and significant defense costs and
other professional fees.

Risks Related to Our Industry, Customers, Products and Services

We operate in highly competitive markets, and many of our competitors have greater resources than we
do and may have products and services that may be more appealing than ours to our current or
potential customers.

The markets in which we compete are evolving and highly competitive, with multiple participants
competing for the same customers. Our current and potential future competition principally comes from
incumbent wealth management platforms, discount brokerages, established financial technology
companies, venture-backed financial technology firms, banks, asset management firms and technology
platforms. The majority of our competitors have longer operating histories and greater capital resources
than we have and offer a wider range of products and services. The impact of competitors with superior
name recognition, greater market acceptance, larger customer bases or stronger capital positions could
adversely affect our results of operations and customer acquisition and retention. Our competitors may
also be able to respond more quickly to new or changing opportunities and demands and withstand
changing market conditions better than we can, especially larger competitors that may benefit from more



diversified product and customer bases. We may also be subject to increased competition as our
competitors enter into business combinations or partnerships, or established companies in other market
segments expand to become competitive with our business.

In addition, we compete in a technology-intensive market characterized by rapid innovation. Some of our
competitors in this market, including new and emerging competitors, are not subject to the same
regulatory requirements or scrutiny to which we are subject, which could place us at a competitive
disadvantage, in particular in the development of new technology platforms or the ability to rapidly
innovate. We may be unable to effectively use new technologies, adapt our products and services to
emerging market standards or develop or introduce and market enhanced or new products and services. If
we are not able to update or adapt our products and services to take advantage of the latest technologies
and standards or are otherwise unable to tailor the delivery of our services to the latest personal and
mobile computing devices preferred by our customers or to provide products or services that are of a
quality preferred by our customers, it could have an adverse effect on our business, financial position and
results of operations.

Our ability to compete successfully in the financial services market depends on a number of factors,
including, among other things:

* providing easy-to-use, innovative and attractive products and services, as well as effective
customer support;

* maintaining and expanding our market position;

* attracting and retaining customers;

*  our reputation and the market perception of our brand and overall value;

* maintaining our relationships with our counterparties;

*  maintaining competitive pricing;

» the effectiveness, reliability and stability of our technology, products and services;

* innovating effectively in launching new or enhanced products and services;

* adjusting to a dynamic regulatory environment;

« the differences in regulatory oversight regimes to which we and our competitors are subject; and

» general economic and market trends, including customer demand for financial products and
services.

Our competitive position within our markets could be adversely affected if we are unable to adequately
address these factors, which could have an adverse effect on our business, financial condition and results
of operations.



If we fail to retain existing customers or attract new customers, or if our customers decrease their use
of our products and services, our growth could be slower than we expect, and our business may be
harmed.

We have experienced significant customer growth since the launch of Pave Pro. Our continued business
and revenue growth is dependent on our ability to attract new customers, retain existing customers,
increase the amount that our customers use our products and services and sell our premium services, and
we cannot be sure that we will be successful in these efforts. There are a number of factors that could lead
to a decline in our number of customers or their usage of our products and services, or that could prevent
us from increasing our number of customers, including:

our failure to introduce new products or services, or our introduction of new products or services,
or changes in our existing products or services, that are not favorably received;

pricing for our products and services;

harm to our brand and reputation, or decreases in the perceived quality, reliability or usefulness of
our products and services;

our customers engaging with competitive products and services;

our customers experiencing security breaches, account intrusions or other unauthorized access as
a result of actions by us or our business partners;

our failure to provide adequate customer service to our customers;

a cybersecurity attack, data breach or other security incident resulting in loss of customer
confidence;

our inability to manage network or service outages, interruptions and internet disruptions,
including during times of high trading activity, or other performance or technical problems that
prevent our customers from accessing and managing their accounts or assets in a rapid and
reliable manner;

changes in our customers’ investment strategies or level of interest in investing;

regulatory changes that have the effect of limiting or prohibiting our existing business practices;

the enactment of proposed legislation that would impose taxes on certain financial transactions;

changes mandated by legislation, regulatory authorities or litigation that adversely affect our
products and services, or our ability to provide them for our customers;

any restrictions on trading that we impose on our platform as a result of the capital requirements
and cash deposit and collateral requirements to which Pave Securities is subject as a
fully-disclosed introducing broker-dealer; and



» deteriorating general economic conditions, including as a result of a pandemic or a general
downturn in the U.S. equity markets.

As we expand our business operations and enter new markets, new challenges in attracting and retaining
customers will arise that we may not successfully address. Our success, and our ability to increase
revenues and operate profitably, depends in part on our ability to cost-effectively acquire new customers,
to retain existing customers and to keep existing customers engaged so that they continue to use our
products and services. Our customers may choose to cease using our platform, products and services at
any time, and may choose to transfer their accounts to another broker-dealer.

All of our customers are first-time users of our software, and our revenues could be reduced if these
customers stopped using our platform for their investment activities.

Our success, and our ability to increase revenues and operate profitably, depends in part on our customers
continuing to utilize our platform, even as global social and economic conditions shift. However, our
customers do not have long-term contractual arrangements with us and can utilize our platform on a
monthly basis and may also cease to use our platforms at any time. We may face particular challenges in
retaining these customers due to increasing availability of competing products that seek to target our
customers. Any significant loss of customers or a significant reduction in their use of our platform could
have a material impact on our trading volumes and revenues, and materially adversely affect our business,
financial condition and results of operations.

Our introduction of new products and services, or changes to existing products and services, could fail
to attract or retain customers or generate growth and revenue.

Our ability to attract, engage and retain our customers and to increase our revenue depends heavily on our
ability to continue to maintain and evolve our existing products and services and to create successful new
products and services. We may introduce significant changes to our existing products and services or
acquire or introduce new and unproven products and services, including using technologies with which
we have little or no prior development or operating experience. We continue to incur substantial costs, and
we may not be successful in continuing to generate profits, in connection with these efforts. In addition,
the introduction of new products and services, or changes to existing products and services, may result in
new or enhanced governmental or regulatory scrutiny or other complications that could adversely affect
our business and results of operations. If our new or enhanced products and services fail to attract
customers, or if our business plans are unsuccessful, we may fail to attract or retain customers or to
generate sufficient revenue, operating margin or other value to justify our investments, and our business
may be adversely affected.

If we do not keep pace with industry and technological changes and continue to provide new and
innovative products and services, our business may become less competitive and our business may be
adversely impacted.

Rapid and significant technological changes continue to confront the financial services industry, including
developments in the methods in which securities are traded. If we fail to innovate and deliver products
and services with market fit and differentiation or fail to do so quickly enough as compared to our
competitors, we may not be able to keep pace with industry and technological changes in our industry and
we may face difficulty in competing within our market, which could harm our business.

We expect new technologies, products, services and industry norms to continue to emerge and evolve, and
we cannot predict the effects of technological changes or industry practices on our business. Further, new
technologies introduced in our markets may be superior to, or render obsolete, the technologies we



currently use in our products and services. Incorporating new technologies into our products and services
may require substantial expenditures and take considerable time, and we may not be successful in
realizing a return on these development efforts in a timely manner or at all. Our ability to successfully
adopt new products and services and to develop and incorporate new technologies may be inhibited by
industry-wide standards, changes to laws and regulations, changing customer expectations, demands and
preferences or third-party intellectual property rights. If we are unable to enhance our products and
services or to innovate or to develop new products and services that achieve market acceptance or that
keep pace with rapid technological developments and evolving industry standards or practices, our
business could be adversely affected.

Because our products and services are designed to operate on a variety of systems, we will need to
continuously modify, enhance and improve our products and services to keep pace with changes in
internet-related hardware and other software, communication, browser and database technologies. We
may not be successful in either developing these modifications, enhancements and improvements or in
bringing them to market quickly or cost-effectively in response to market demands. Furthermore,
uncertainties about the timing and nature of new network platforms or technologies, or modifications to
existing platforms or technologies, could increase our research and development expenses. Any failure of
our products and services to keep pace with technological changes or to innovate or to operate effectively
with future network platforms and technologies, or to do so in a timely and cost-effective manner, could
reduce the demand for our products and services, result in customer dissatisfaction and negative publicity,
reduce our competitive advantage and harm our business and reputation.

If we are unable to successfully monetize our products and services, our financial condition and results
of operations may be adversely affected.

We are continuously striving to deliver innovative products and features to customers. As we expand into
new business lines and markets, we may find that it is more difficult for us to monetize products and
features delivered at attractive prices due to economic, political, competitive or market-structure
considerations. If we are not successful in our monetization efforts or if we expend significant resources
to launch new products and services that we are unable to monetize, our financial condition and results of
operations may be adversely affected.

Risks Related to Our Platform, Systems and Technology

Our platform has been, and may in the future be, subject to interruption and instability due to
operational and technological failures, whether internal or external.

We rely on technology, including the internet, to conduct much of our business activity and allow our
customers to conduct financial transactions on our platform. Our systems and operations, including our
primary and disaster recovery data center operations, as well as those of the third parties on which we rely
to conduct certain key functions, are vulnerable to disruptions from natural disasters, power and service
outages, interruptions or losses, computer and telecommunications failures, software bugs, cybersecurity
attacks, computer viruses, malware, distributed denial of service attacks, spam attacks, phishing or other
social engineering, ransomware, security breaches, credential stuffing, technological failure, human error,
terrorism, improper operation, unauthorized entry, data loss, intentional bad actions and other similar
events and we have experienced such disruptions in the past. Further, we may be particularly vulnerable
to any such internal technology failures because we rely heavily on our own software platform,
proprietary order routing system, data platform and other back-end infrastructure for our operations, and
any such failures could have an adverse effect on our reputation, business, financial condition and results
of operations.



In addition, surges in trading volume on our platform may in the future cause our systems to operate at
diminished speed or even fail, temporarily or for a more prolonged period of time, which would affect our
ability to process transactions and potentially result in some customers’ orders being executed at prices
they did not anticipate or executed incorrectly or not executed at all. Disruptions to, destruction of,
improper access to, breach of, instability of or failure to effectively maintain our information technology
systems (including our data processing systems and order routing system) or external technology of third
parties with whom we do business that allow our customers to use our products and services could result
in customer attrition, costly litigation and regulatory and U.S. Congressional inquiries, negative publicity
and reputational harm, and may have an adverse effect on our business. Frequent or persistent
interruptions in our products and services could cause customers to believe that our products and services
are unreliable, leading them to switch to our competitors or to otherwise avoid our products and services.
Additionally, our insurance policies may be insufficient to cover a claim made against us by any such
customers affected by any disruptions, outages, or other performance or infrastructure problems.

While we have made, and continue to make, significant investments designed to enhance the reliability
and scalability of our platform and operations as well as our customer support functions, we do not have
fully redundant systems and we cannot assure that these investments will be successful or that we will be
able to maintain, expand and upgrade our systems and infrastructure to meet future requirements and
mitigate future risks on a timely basis. It may become increasingly difficult to maintain and improve the
availability of our platform, especially as our platform and product offerings become more complex, our
customer base grows, and we experience surges in trading volume on our platform. To the extent that we
do not effectively address capacity constraints, upgrade our systems as needed, or continually develop our
technology and network architecture to accommodate actual and anticipated changes in technology, our
reputation, business, financial condition and results of operations could be adversely affected.

Our products and internal systems rely on software that is highly technical, and if these systems
contain errors, bugs or vulnerabilities, or if we are unsuccessful in addressing or mitigating technical
limitations or vulnerabilities in our systems, our business could be adversely affected.

Our products and internal systems rely on software, including software developed or maintained
internally and by third parties, which is highly technical and complex. In addition, our platform and our
internal systems depend on the ability of such software, which includes machine learning models, to
collect, store, retrieve, transmit, manage and otherwise process immense amounts of data. The software
on which we rely may contain errors, bugs or vulnerabilities, and our systems are subject to certain
technical limitations that may compromise our ability to meet our objectives. Some errors, bugs or
vulnerabilities inherently may be difficult to detect and may only be discovered after code has been
released for external or internal use. Errors, bugs, vulnerabilities, design defects or technical limitations
within the software on which we rely may lead to negative customer experiences (including the
communication of inaccurate information to customers), compromised ability of our products to perform
in a manner consistent with customer expectations, delayed product introductions, compromised ability to
protect the data (including personal data) of our customers and our intellectual property or an inability to
provide some or all of our services. Such errors, bugs, vulnerabilities or defects could also be exploited by
malicious actors and result in exposure of data of customers on our platform or otherwise result in a
security breach or other security incident. We may need to expend significant financial and development
resources to analyze, correct, eliminate, or work around errors or defects or to address and eliminate
vulnerabilities. Any failure to timely and effectively resolve any such errors, bugs, vulnerabilities or
defects in the software on which we rely, and any associated degradations or interruptions of service,
could result in damage to our reputation, loss of customers, loss of revenue, regulatory or governmental



inquiries, civil litigation, or liability for damages, any of which could have an adverse effect on our
business, financial condition and results of operations.

Our success depends in part upon effective operation with networks, technologies, products, hardware
and standards that we do not control.

We are dependent on the interoperability of our software with popular networks, technologies, products,
hardware and standards that we do not control. Any changes, bugs or technical issues in such systems or
in their terms of service or policies that degrade the functionality of our software, give preferential
treatment to competitive products, limit our ability to target or measure the effectiveness of applications,
or impose fees or other charges related to our delivery of our application could adversely affect customer
usage of our software.

We rely on third parties to perform certain key functions, and their failure to perform those functions
could adversely affect our business, financial condition and results of operations.

We rely on certain third-party computer systems or third-party service providers, including cloud
technology providers such as AWS, internet service providers, payment services providers, market and
third-party data providers, regulatory services providers, clearing firms, market makers, exchange
systems, banking systems, co-location facilities, communications facilities and other facilities to run our
platform, facilitate trades by our customers and support or carry out certain regulatory obligations. In
addition, external content providers provide us with financial information, market news, charts, option
and stock quotes, and other fundamental data that we provide to our customers. These providers are
susceptible to operational, technological and security vulnerabilities, including security breaches, which
may impact our business, and our ability to monitor our third-party service providers’ data security is
limited. In addition, these third-party service providers may rely on subcontractors to provide services to
us that face similar risks. Any interruption to these third-party services, or deterioration in the quality of
their service or performance, could be disruptive to our business.

Any failure or security breaches by or of our third-party service providers or their subcontractors that
result in an interruption in service, unauthorized access, misuse, loss or destruction of data or other similar
occurrences could interrupt our business, cause us to incur losses, result in decreased customer
satisfaction and increase customer attrition, subject us to customer complaints, significant fines, litigation,
disputes, claims, regulatory investigations or other inquiries and harm our reputation. Through contractual
provisions and third-party risk management processes, we take steps to require that our providers, and
their subcontractors, protect our data and information, including personal data. However, due to the size
and complexity of our technology platform and services, the amount of data that we store and the number
of customers, employees and third-party service providers with access to personal data, we, our
third-party service providers and their subcontractors are potentially vulnerable to a variety of intentional
and inadvertent cybersecurity breaches and other security-related incidents and threats, which could result
in a material adverse effect on our business, financial condition and results of operation. Any contractual
protections we may have from our third-party service providers may not be sufficient to adequately
protect us against such consequences, and we may be unable to enforce any such contractual protections.

In addition, there is no assurance that our third-party service providers or their subcontractors will be able
to continue to provide these services to meet our current needs in an efficient, cost-effective manner or
that they will be able to adequately expand their services to meet our needs in the future. An interruption
in or the cessation of service by our third-party service providers or their subcontractors, coupled with our
possible inability to make alternative arrangements in a smooth, cost-effective and timely manner, could
have adverse effects on our business, financial condition and results of operations.



Further, if there were deficiencies in the oversight and control of our third-party relationships, and if our
regulators held us responsible for those deficiencies, it could have an adverse effect on our business,
reputation and results of operations.

We primarily rely on Amazon Web Services to deliver our services to customers on our platform, and
any disruption of or interference with our use of AWS could adversely affect our business, financial
condition and results of operations.

We currently host our platform and support our operations on datacenters provided by AWS, a third-party
provider of cloud infrastructure services. Our operations depend on protecting the virtual cloud
infrastructure hosted in AWS by maintaining its configuration, architecture and interconnection
specifications, as well as the information stored in these virtual data centers and which third-party internet
service providers transmit. Furthermore, we do not have physical access to or control over the operations
of the facilities of AWS that we use. AWS’ facilities are vulnerable to damage or interruption from natural
disasters, cybersecurity attacks, terrorist attacks, power outages, and similar events or acts of misconduct.
Our platform’s continuing and uninterrupted performance is critical to our success. We have experienced,
and expect that in the future we will experience, disruptions, interruptions, delays, and outages in service
and availability from time to time due to a variety of factors, including infrastructure changes, human or
software errors, website hosting disruptions, and capacity constraints. Although we carry business
interruption insurance, it may not be sufficient to compensate us for the potentially significant losses,
including the potential harm to the future growth of our business that may result from interruptions to our
services or products.

In addition, any changes in AWS’ service levels may adversely affect our ability to meet the requirements
of customers on our platform. Since our platform’s continuing and uninterrupted performance is critical to
our success, sustained or repeated system failures would reduce the attractiveness of our platform. It may
become increasingly difficult to maintain and improve our performance, especially during peak usage
times, as we expand and the usage of our platform increases. Any of the above circumstances or events or
any negative publicity arising from such disruptions may harm our reputation and brand, reduce the
availability or usage of our platform, lead to a significant short-term loss of revenue, increase our costs,
and impair our ability to attract new customers, any of which could adversely affect our business,
financial condition and results of operations.

Our commercial agreement with AWS will remain in effect until terminated by AWS or us pursuant to
such agreement. AWS may terminate the agreement for convenience by providing us with at least two
years’ prior written notice. AWS may also terminate the agreement for cause upon a material breach of
the agreement, subject to AWS providing prior written notice and a 30-day cure period. If AWS
reasonably determines that our or any end users’ use of its services poses a security risk or threat to the
function of their service offerings, AWS may also terminate the agreement for cause upon 90 days’ prior
written notice and a 90-day cure period. AWS may also terminate the agreement upon 30 days’ prior
written notice in order to comply with applicable law or requirements of governmental entities. Even
though our platform is entirely in the cloud, we believe that we could transition to one or more alternative
cloud infrastructure providers on commercially reasonable terms. In the event that our agreement with
AWS is terminated or we add additional cloud infrastructure service providers, we may experience
significant costs, interruptions in access to our website or online app or downtime in connection with the
transfer to, or the addition of, new cloud infrastructure service providers.

A failure to effectively manage the development and use of AI, combined with an evolving regulatory
environment, could have an adverse effect on our growth, reputation or business.



Pave Finance uses machine learning and Al in its business and expects to continue to expand its Al
capabilities, including through analytical and generative Al. Al methods are complex and rapidly
evolving, and the introduction of Al into new or existing processes may result in new or enhanced
governmental or regulatory scrutiny, IP or other litigation, data protection, confidentiality or information
security risks, social or ethical concerns, competitive harm or other complications. For example, the use
of datasets to develop and test Al models, the content generated by Al systems, or the application of Al
systems may be found to be insufficient, biased or harmful, or lead to adverse business decisions or
operating errors. In addition, IP ownership and license rights, including copyright, surrounding Al
technologies have not been fully addressed by US courts or federal, state or non-US laws or regulation.
Furthermore, regulation of Al technologies is evolving globally. Efforts around the use of these
technologies require additional investment in operational controls and procedures, development and
implementation of appropriate protections and safeguards for handling the use of data with Al, including
with respect to data leakage, and regulatory compliance costs. Any failure to successfully integrate Al
technologies, respond to client or market demands or effectively manage the related risks could harm
Pave Finance’s growth and reputation, adversely impact product offerings, client interactions or business
initiatives, and expose the Company to legal and regulatory liabilities and additional costs, including
regulatory fines or sanctions, which may cause its AUM, revenue and earnings to decline.

Risks Related to Human Capital

Our future success depends on the continuing efforts of our key employees and our ability to attract
and retain highly skilled personnel and senior management.

Our future success depends, in part, on our ability to continue to identify, attract, develop, integrate and
retain qualified and highly skilled personnel. In particular, our Chief Executive Officer (“CEO”),
Christopher Ainsworth, our Co-Founder and Chief Investment Officer, Steve Evans, our Co-Founder and
Chief Investment Officer, and Peter Corey, our Co-Founder and Chief Market Strategist, have been
critical to the development of our business, vision and strategic direction. In addition, we have heavily
relied, and expect we will continue to heavily rely, on the services and performance of Mssrs. Ainsworth,
Evans and Corey and our senior management team, which provides leadership, contribute to the core
areas of our business and help us to efficiently execute our business. If the senior management team,
including any new hires that we make, fails to work together effectively and to execute our plans and
strategies on a timely basis then our business and future growth prospects could be harmed.

Additionally, the loss of any key personnel could make it more difficult to manage our operations and
research and development activities, reduce our employee retention and impair our ability to compete.
Although we have entered into employment offer letters with our key personnel, these agreements have
no specific duration and constitute at-will employment. We do not maintain key person life insurance
policies on any of our employees.

Competition for highly skilled personnel is often intense. We may not be successful in attracting,
integrating or retaining qualified personnel to fulfill our current or future needs. We have from time to
time experienced, and we expect to continue to experience, difficulty in hiring and retaining highly skilled
employees with appropriate qualifications. If we are unable to attract and retain qualified personnel to
fulfill our needs as we expand our operations, our business and growth prospects could be harmed. In
addition, job candidates and existing employees often consider the value of the equity awards they receive
in connection with their employment. If the perceived value of our common stock declines, it may
adversely affect our ability to hire or retain highly skilled employees. Further, we may periodically change
our equity compensation practices, which may include reducing the number of employees eligible for



equity awards or reducing the size of equity awards granted per employee. If we are unable to attract,
integrate or retain the qualified and highly skilled personnel required to fulfill our current or future needs,
our business and future growth prospects could be harmed.

The potential for human error in connection with Pave Finance’s operational systems could disrupt
operations, cause losses, lead to regulatory fines or damage the Company’s reputation and may cause
Pave Finance’s AUM, revenue and earnings to decline.

Many of Pave Finance’s operations are highly complex and are dependent on the Company’s ability to
process and monitor a large number of transactions, many of which occur across numerous markets and
currencies at high volumes and frequencies. Although Pave Finance expends considerable resources on
systemic controls, supervision, technology and training in an effort to ensure that such transactions do not
violate client guidelines and applicable rules and regulations or adversely affect clients, counterparties or
the Company, Pave Finance’s operations are dependent on its employees. From time-to-time, employees
make mistakes that are not always immediately detected by systems, controls, policies and procedures
intended to prevent and detect such errors. These can include calculation errors, errors in software
implementation or development, failure to ensure data security, follow processes, patch systems or timely
report issues, or errors in judgment. Such risks may be exacerbated in times of increased market volatility,
high trading volumes or workforce turnover. Human errors, even if promptly discovered and remediated,
may disrupt operations or result in regulatory fines and/or sanctions, breach of client contracts,
reputational harm or legal liability, which, in turn, may cause Pave Finance’s AUM, revenue and earnings
to decline.

Fraud, the circumvention of controls or the violation of risk management and workplace policies could
have an adverse effect on Pave Finance’s reputation, which may cause the Company’s AUM, revenue
and earnings to decline.

Pave Finance seeks to foster a positive workplace culture, has adopted a comprehensive risk management
framework and continues to enhance various controls, procedures, policies and systems to monitor and
manage risks. Notwithstanding these measures, Pave Finance cannot ensure that its workplace culture or
such controls, procedures, policies and systems will successfully identify and manage internal and
external risks. In addition, Pave Finance is subject to the risk that its employees, contractors or other third
parties may in the future deliberately or recklessly seek to circumvent established controls to commit
fraud, pay or solicit bribes or otherwise act in ways that are inconsistent with the Company’s controls,
policies, procedures, workplace culture or principles. This risk may be heightened as Pave Finance
expands into new markets and increases the breadth of its business offerings, all of which introduce
additional complexity to its risk management program. The changing nature of the office environment,
such as return to office arrangements and remote and alternative work models, could cause employees to
become disconnected with corporate culture and policies, which may increase operational issues.
Persistent attempts to circumvent policies and controls or repeated incidents involving fraud, conflicts of
interests or transgressions of policies and controls could have an adverse effect on Pave Finance’s
reputation, cause adverse publicity, and result in litigation, regulatory inquiries, fines and/or sanctions,
which may cause the Company’s AUM, revenue and earnings to decline.

The failure to recruit, train and retain employees and develop and implement effective executive
succession could lead to the loss of clients and may cause AUM, revenue and earnings to decline.

Pave Finance’s success is largely dependent on the talents and efforts of its highly skilled workforce and
the Company’s ability to plan for the future long-term growth of the business by identifying and
developing those employees who can ultimately transition into key roles within Pave Finance. The global



market for qualified fund managers, investment analysts, technology and risk specialists and other
professionals is highly competitive, and factors that affect Pave Finance’s ability to attract, train and retain
highly qualified and diverse employees include the Company’s reputation and workplace culture, the
immigration and public health policies in the jurisdictions in which Pave Finance has offices, its approach
to remote and alternative work models, the compensation and benefits it provides, and its commitment to
effectively managing executive succession, including the development and training of qualified
individuals.

In addition, a percentage of the deferred compensation that Pave Finance pays to certain of its employees
is tied to the Company’s financial performance. As such, decreases in Pave Finance’s financial
performance could impair the retention value of such deferred compensation. There can be no assurance
that the Company will continue to be successful in its efforts to recruit and retain employees and
effectively manage executive succession. If Pave Finance is unable to offer competitive compensation or
otherwise attract, develop and retain talented individuals, or if it fails to effectively manage executive
succession, the Company’s ability to compete effectively and retain its existing clients may be materially
impacted.

Risks Related to Cybersecurity and Data Privacy

Our business could be materially and adversely affected by a cybersecurity breach or other attack
involving our computer systems or data or those of our customers or third-party service providers.

Our systems and those of our customers and third-party service providers have been and may in the future
be vulnerable to hardware and cybersecurity issues. We, like other financial technology organizations,
routinely are subject to cybersecurity threats and our technologies, systems and networks have been and
may in the future be subject to attempted cybersecurity attacks. Such issues are increasing in frequency
and evolving in nature.

Concerns about security increase when we transmit information (including personal data) electronically.
Electronic transmissions can be subject to attack, interception, loss or corruption. In addition, computer
viruses and malware can be distributed and spread rapidly over the internet and could infiltrate our
systems or those of our customers or third-party service providers. Infiltration of our systems or those of
our customers or third-party service providers could in the future lead to disruptions in systems,
accidental or unauthorized access to or disclosure, loss, destruction, disablement or encryption of, use or
misuse of or modification of confidential, sensitive or otherwise protected information (including personal
data) and the corruption of data.

Cybersecurity attacks and other malicious internet-based activity continue to increase, and financial
technology platform providers have been and are expected to continue to be targeted. Further, advances in
computer capabilities, new discoveries in the field of cryptography, inadequate facility security or other
developments may result in a compromise or breach of the technology we use to protect customer data.
As the breadth and complexity of the technologies we use and the software and platforms we develop
continue to grow, including as a result of the use of cloud services, open-source software, social media
and the increased reliance on devices connected to the internet (known as the "Internet of Things"), the
potential risk of security breaches and cybersecurity attacks also increases. Despite ongoing efforts to
improve our ability to protect data from compromise, we may not be able to protect all of our data across
our diverse systems. Our efforts to improve security and protect data from compromise may also identify
previously undiscovered instances of security breaches or other cyber incidents. Our policies, employee
training (including phishing prevention training), procedures and technical safeguards may also be



insufficient to prevent or detect improper access to confidential, proprietary or sensitive data, including
personal data.

Additionally, due to the COVID-19 pandemic, there is an increased risk that we may experience
cybersecurity-related incidents as a result of our employees, service providers and other third parties
working remotely on less secure systems and environments. Controls employed by our information
technology department and our customers and third-party service providers, including cloud vendors,
could prove inadequate.

Information security risks for financial service providers are increasing, in part because of the use of the
internet to conduct financial transactions. In addition, the highly automated nature of our products and
services, as well as the liquidity offered by products and services, make us and our customers a target for
illegal or improper uses, including fraudulent transactions. Those committing fraud using stolen or
fabricated account numbers, or other deceptive or malicious practices, potentially can steal significant
amounts of money from businesses and customers like ours. In providing products and services to
customers, we rely on our ability to manage, use, store, disclose, transfer and otherwise process a large
volume of customer data, including personal information and other sensitive information.

While we take efforts to protect our systems and data, including establishing internal processes and
implementing technological measures designed to provide multiple layers of security, and contract with
third-party service providers to take similar steps, there can be no assurance that our safety and security
measures (and those of our third-party service providers) will prevent damage to, or interruption or breach
of, our information systems, data (including personal data) and operations. We have recently taken steps
to expand and enhance our cybersecurity controls and practices and, as cybersecurity-related threats
continue to evolve, we may be required to expend significant additional resources to continue to modify
or enhance our protective measures or to investigate and remediate any information security
vulnerabilities. In addition, our remediation efforts may not be successful. Certain measures that could
increase the security of our systems take significant time and resources to deploy broadly, and such
measures may not be deployed in a timely manner or be effective against an attack. The inability to
implement, maintain and upgrade adequate safeguards could have a material and adverse impact on our
business, financial condition and results of operations.

Moreover, there could be public announcements regarding any cybersecurity-related incidents and any
steps we take to respond to or remediate such incidents, and if customers perceive these announcements to
be negative, it could, among other things, have a substantial adverse effect on the use of our software.
Further, any publicized security problems affecting our businesses or those of third parties with whom we
are affiliated or otherwise conduct business may discourage consumers from doing business with us,
which could have a material and adverse effect on our business, financial condition and results of
operations.

It is difficult or impossible to defend against every risk being posed by changing technologies, as well as
criminals’ intent to commit cyber-crime, and these efforts may not be successful in anticipating,
preventing, detecting or stopping attacks, or reacting in a timely manner. The increasing sophistication
and resources of cyber criminals and other non-state threat actors and increased actions by nation-state
actors make it difficult to keep up with new threats and could result in a breach of security. Additionally,
we cannot guarantee that our insurance coverage would be sufficient to cover all losses.

To the extent the operation of our systems relies on our third-party service providers, through either a
connection to, or an integration with, third parties’ systems, the risk of cybersecurity attacks and loss,
corruption, or unauthorized access to or publication of our information or the confidential information and



personal data of customers and employees may increase. Third-party risks may include insufficient
security measures, data location uncertainty, and the possibility of data storage in inappropriate
jurisdictions where laws or security measures may be inadequate, and our ability to monitor our
third-party service providers’ data security practices are limited. Although we generally have agreements
relating to cybersecurity and data privacy in place with our third-party service providers, they are limited
in nature and we cannot guarantee that such agreements will prevent the accidental or unauthorized access
to or disclosure, loss, destruction, disablement or encryption of, use or misuse of or modification of data
(including personal data) or enable us to obtain adequate or any reimbursement from our third-party
service providers in the event we should suffer any such incidents. Due to applicable laws and regulations
or contractual obligations, we may be held responsible for any information security failure or
cybersecurity attack attributed to our vendors as they relate to the information we share with them. A
vulnerability in a third-party service provider’s software or systems, a failure of our third-party service
providers’ safeguards, policies or procedures, or a breach of a third-party service provider’s software or
systems could result in the compromise of the confidentiality, integrity or availability of our systems or
the data housed in our third-party solutions.

We collect, store, share, disclose, transfer, use and otherwise process customer information and other
data, including personal data, and an actual or perceived failure by us or our third-party service
providers to protect such information and data or respect customers’ privacy could damage our
reputation and brand, negatively affect our ability to retain customers and harm our business,
financial condition, operating results, cash flows and prospects.

The operation of our platform involves the use, collection, storage, sharing, disclosure, transfer and other
processing of customer information, and the information of their wealth management clients, including
personal data, and security breaches and other security incidents could expose us to a risk of loss or
exposure of this information, which could result in potential liability, investigations, regulatory fines,
penalties for violation of applicable laws or regulations, litigation, and remediation costs, as well as
reputational harm. Any or all of the issues above could adversely affect our ability to attract new
customers and continue our relationship with existing customers, cause our customers to stop using our
products and services, result in negative publicity or subject us to governmental, regulatory or third-party
lawsuits, disputes, investigations, orders, regulatory fines, penalties for violation of applicable laws or
regulations or other actions or liability, thereby harming our business, financial condition, operating
results, cash flows, and prospects. Any accidental or unauthorized access to or disclosure, loss,
destruction, disablement or encryption of, use or misuse of or modification of data, including personal
data, cybersecurity breach or other security incident that we, our customers or our third-party service
providers experience or the perception that one has occurred or may occur, could harm our reputation,
reduce the demand for our products and services and disrupt normal business operations. In addition, it
may require us to expend significant financial and operational resources in response to a security breach,
including repairing system damage, increasing security protection costs by deploying additional personnel
and modifying or enhancing our protection technologies, investigating, remediating or correcting the
breach and any security vulnerabilities, defending against and resolving legal and regulatory claims, and
preventing future security breaches and incidents, all of which could expose us to uninsured liability,
increase our risk of regulatory scrutiny, expose us to legal liabilities, including litigation, regulatory
enforcement, indemnity obligations or damages for contract breach, divert resources and the attention of
our management and key personnel away from our business operations, and cause us to incur significant
costs, any of which could materially adversely affect our business, financial condition, and results of
operations. Moreover, there could be public announcements regarding any such incidents and any steps



we take to respond to or remediate such incidents, and if customers perceive these announcements to be
negative, it could have an adverse effect on the use of our software.

Future security incidents may result in unauthorized access to, loss of or unauthorized disclosure of this
data, regulatory enforcement actions, litigation, indemnity obligations and other possible liabilities, as
well as negative publicity. A breach of our security that results in unauthorized access to our data could
expose us to a disruption or challenges relating to our daily operations, as well as to data loss, litigation,
disputes, regulatory investigations, orders, damages, fines and penalties, indemnity obligations, damages
for contract breach, penalties for violation of applicable laws and regulations, significant increases in
compliance costs and reputational damage, any of which could have a material and adverse effect on our
business, financial condition, operating results, cash flows and prospects.

We are subject to stringent laws, rules, regulations, policies, industry standards and contractual
obligations regarding data privacy and security and may be subject to additional related laws and
regulations in jurisdictions into which we expand. Many of these laws and regulations are subject to
change and reinterpretation and could result in claims, changes to our business practices, monetary
penalties, increased cost of operations or other harm to our business.

We are subject to a variety of federal, state, local, and non-U.S. laws, directives, rules, policies, industry
standards and regulations, as well as contractual obligations, relating to privacy and the collection,
protection, use, retention, security, disclosure, transfer and other processing of personal data and other
data, including the GLBA, Section 5(c) of the FTC Act and the CCPA. The regulatory framework for data
privacy and security worldwide is continuously evolving and developing and, as a result, interpretation
and implementation standards and enforcement practices are likely to remain uncertain for the foreseeable
future. New laws, amendments to or reinterpretations of existing laws, regulations, standards and other
obligations may require us to incur additional costs and restrict our business operations, and may require
us to change how we use, collect, store, transfer or otherwise process certain types of personal data and to
implement new processes to comply with those laws and our customers’ exercise of their rights
thereunder.

In the U.S., federal law, such as the GLBA and its implementing regulations, restricts certain collection,
processing, storage, use and disclosure of personal data, requires notice to individuals of privacy practices
and provides individuals with certain rights to prevent the use and disclosure of certain nonpublic or
otherwise legally protected information. These rules also impose requirements for the safeguarding and
proper destruction of personal data through the issuance of data security standards or guidelines. The U.S.
government, including Congress, the FTC and the Department of Commerce, has announced that it is
reviewing the need for greater regulation for the collection, use and other processing of information
concerning consumer behavior on the internet, including regulation aimed at restricting certain targeted
advertising practices. There is also a risk of enforcement actions in response to rules and regulations
promulgated under the authority of federal agencies and state attorneys general and legislatures and
consumer protection agencies. In addition, privacy advocates and industry groups have proposed and may
propose new and different self-regulatory standards that either legally or contractually apply to us. If we
fail to follow these security standards, even if no customer information is compromised, we may incur
significant fines or experience a significant increase in costs.

Numerous states have enacted or are in the process of enacting state-level data privacy laws and
regulations governing the collection, use, and other processing of state residents’ personal data. For
example, the CCPA, which took effect on January 1, 2020, established a new privacy framework for
covered businesses such as ours, and may require us to modify our data processing practices and policies



and incur compliance related costs and expenses. The CCPA provides new and enhanced data privacy
rights to California residents, such as affording California residents the right to access and delete their
information and to opt out of certain sharing and sales of personal information. The law also prohibits
covered businesses from discriminating against California residents (for example, charging more for
services) for exercising any of their CCPA rights. The CCPA imposes severe civil penalties and statutory
damages as well as a private right of action for certain data breaches that result in the loss of personal
information. This private right of action is expected to increase the likelihood of, and risks associated
with, data breach litigation. However, it remains unclear how various provisions of the CCPA will be
interpreted and enforced. In November 2020, California voters passed the CPRA. Effective in most
material respects starting on January 1, 2023, the CPRA will impose additional obligations on companies
covered by the legislation and will significantly modify the CCPA, including by expanding the CCPA
with additional data privacy compliance requirements that may impact our business. The CPRA also
establishes a regulatory agency dedicated to enforcing the CCPA and the CPRA. The effects of the CPRA,
the CCPA, other similar state or federal laws and other future changes in laws or regulations relating to
privacy, data protection and information security, particularly any new or modified laws or regulations
that require enhanced protection of certain types of data or new obligations with regard to data retention,
transfer or disclosure, are significant and may require us to modify our data processing practices and
policies and could greatly increase the cost of providing our offerings, require significant changes to our
operations or even prevent us from providing certain offerings in jurisdictions in which we currently
operate and in which we may operate in the future or incur potential liability in an effort to comply with
such legislation.

The CPRA and the CCPA may lead other states to pass comparable legislation, with potentially greater
penalties and more rigorous compliance requirements relevant to our business. For example, many state
legislatures have adopted legislation that regulates how businesses operate online, including measures
relating to privacy, data security, data breaches and the protection of sensitive and personal information.
Laws in all 50 states require businesses to provide notice to customers whose personally identifiable
information has been disclosed as a result of a data breach. The laws are not consistent, as certain state
laws may be more stringent or broader in scope, or offer greater individual rights, with respect to sensitive
and personal information than federal, international or other state laws, and such laws may differ from
each other, which may complicate compliance efforts. Compliance in the event of a widespread data
breach may be costly.

The NYDEFS also issued Cybersecurity Requirements for Financial Services Companies, which took
effect in 2017, and which require banks, insurance companies and other financial services institutions
regulated by the NYDFS, to establish and maintain a cybersecurity program designed to protect
consumers and ensure the safety and soundness of New York State’s financial services industry. The
cybersecurity regulation adds specific requirements for these institutions’ cybersecurity compliance
programs and imposes an obligation to conduct ongoing, comprehensive risk assessments. Further, on an
annual basis, each institution is required to submit a certification of compliance with these requirements.
We have in the past and may in the future be subject to investigations and examinations by the NYDFS
regarding, among other things, our cybersecurity practices.

We may face particular privacy, data security, and data protection risks as we continue to expand into
international markets.

Other countries have also passed or are considering passing laws requiring local data residency or
restricting the international transfer of data. These changes may lead to additional costs and increase our
overall risk exposure. Any inability to adequately address data privacy or security-related concerns, even



if unfounded, or to comply with applicable laws, regulations, standards and other obligations relating to
data privacy and security, could result in litigation, breach notification obligations, regulatory or
administrative sanctions, additional cost and liability to us, harm to our reputation and brand, damage to
our relationships with customers and have an adverse effect on our business, financial condition and
results of operations.

Risks Related to Our Intellectual Property

Any failure to obtain, maintain, protect, defend or enforce our intellectual property rights could
adversely affect our business, financial condition and results of operations.

Our success and ability to compete depend in part upon our ability to obtain, maintain, protect, defend and
enforce our intellectual property rights and technology. Unauthorized use of our intellectual property or a
violation of our intellectual property rights by third parties may damage our brand and our reputation. We
rely on a combination of trademark, patent, copyright, and trade secret laws in the U.S. and
internationally, our terms and conditions, other contractual provisions and technological measures to
protect our intellectual property rights from infringement, misappropriation or other violation to maintain
our brand and competitive position. Various factors outside our control pose a threat to our intellectual
property rights, as well as to our products, services and technologies.

The steps we take to protect our intellectual property rights may not be sufficient to effectively prevent
third parties from infringing, misappropriating, diluting or otherwise violating our intellectual property
rights or to prevent unauthorized disclosure or unauthorized use of our trade secrets or other confidential
information. We make business decisions about when to seek patent protection for a particular technology
and when to rely upon trade secret protection, and the approach we select may ultimately prove to be
inadequate. There can be no assurance our intellectual property rights will be sufficient to protect against
unauthorized parties offering products or services that are substantially similar to ours and compete with
our business or attempting to copy aspects of our technology and use information that we consider

proprietary.

In addition, to registered intellectual property rights, we rely on non-registered proprietary information
and technology, such as trade secrets, confidential information and know-how. We attempt to protect our
intellectual property, technology, and confidential information by requiring our employees, contractors,
consultants, corporate collaborators, advisors and other third parties who develop intellectual property on
our behalf to enter into confidentiality and invention assignment agreements, and third parties we share
information with to enter into nondisclosure and confidentiality agreements. We cannot guarantee that we
have entered into such agreements with each party who has developed intellectual property on our behalf
and each party that has or may have had access to our confidential information, know-how and trade
secrets. These agreements may be insufficient or breached or may not effectively prevent unauthorized
access to or unauthorized use, disclosure, misappropriation or reverse engineering of our confidential
information, intellectual property, or technology. Moreover, these agreements may not provide an
adequate remedy for breaches or in the event of unauthorized use or disclosure of our confidential
information or technology, or infringement of our intellectual property. Enforcing a claim that a party
illegally disclosed or misappropriated a trade secret or know-how is difficult, expensive, and
time-consuming, and the outcome is unpredictable. In addition, trade secrets and know-how can be
difficult to protect and some courts inside and outside the United States are less willing or unwilling to
protect trade secrets and know-how. If any of our trade secrets were to be lawfully obtained or
independently developed by a competitor or other third party, we would have no right to prevent them



from using that technology or information to compete with us, and our competitive position would be
materially and adversely harmed.

The loss of trade secret protection could make it easier for third parties to compete with our products and
services by copying functionality. Additionally, individuals not subject to invention assignment
agreements may make adverse ownership claims to our current and future intellectual property, and, to the
extent that our employees, independent contractors or other third parties with whom we do business use
intellectual property owned by others in their work for us, disputes may arise as to the rights in related or
resulting know-how and inventions.

We will not be able to protect our intellectual property rights if we do not detect unauthorized use of our
intellectual property rights. We also may fail to maintain or be unable to obtain adequate protections for
certain of our intellectual property rights in the United States and certain non-U.S. countries, and our
intellectual property rights may not receive the same degree of protection in non-U.S. countries as they
would in the United States because of the differences in non-U.S. patent, trademark, copyright, and other
laws concerning intellectual property and proprietary rights. Any of our intellectual property rights may
be successfully challenged, opposed, diluted, misappropriated or circumvented by others or invalidated,
narrowed in scope or held unenforceable through administrative process or litigation in the United States
or in non-U.S. jurisdictions. Furthermore, legal standards relating to the validity, enforceability and scope
of protection of intellectual property rights are uncertain and any changes in, or unexpected interpretations
of, intellectual property laws may compromise our ability to enforce our trade secrets and intellectual
property rights.

In order to protect our intellectual property rights, we may be required to expend significant resources to
apply for, maintain, monitor and protect these rights. Litigation brought to protect and enforce our
intellectual property rights could be costly, time-consuming and distracting to management and could
result in the impairment or loss of portions of our intellectual property. Furthermore, because of the
substantial amount of discovery required in connection with intellectual property litigation, there is a risk
that some of our confidential information could be compromised by disclosure during this type of
litigation. Our efforts to enforce our intellectual property rights may be met with defenses, counterclaims
and countersuits attacking the validity and enforceability of our intellectual property rights. Accordingly,
we may not be able to prevent third parties from infringing upon or misappropriating our intellectual
property. An adverse outcome in such litigation or proceedings may therefore expose us to a loss of our
competitive position, expose us to significant liabilities or require us to seek licenses that may not be
available on commercially acceptable terms, if at all. Our failure to secure, protect and enforce our
intellectual property rights could seriously damage our brand and have an adverse effect on our business,
financial condition and results of operations.

We may in the future be subject to claims that we violated certain third-party intellectual property
rights, which, even where meritless, can be costly to defend and could materially adversely affect our
business, results of operations, and financial condition.

Our success depends, in part, on our ability to develop and commercialize our products and services
without infringing, misappropriating or otherwise violating the intellectual property rights of third parties.
However, we may not be aware that our products or services are infringing, misappropriating or otherwise
violating third-party intellectual property rights and such third parties may bring claims alleging such
infringement, misappropriation or violation. Additionally, companies in the technology industry own large
numbers of patents, copyrights, trademarks, and trade secrets and frequently enter into litigation based on
allegations of infringement or other violations of intellectual property rights. As we face increasing



competition and become increasingly high profile, the possibility of receiving a larger number of
intellectual property claims against us grows. In addition, various “non-practicing entities,” and other
intellectual property rights holders may in the future attempt to assert intellectual property claims against
us or seek to monetize the intellectual property rights they own to extract value through licensing or other
settlements.

Our use of third-party software and other intellectual property rights may be subject to claims of
infringement or misappropriation. The vendors who provide us with technology that we incorporate in our
product offerings also could become subject to various infringement claims. We cannot guarantee that our
internally developed or acquired technologies and content do not or will not infringe, misappropriate or
otherwise violate the intellectual property rights of others.

From time to time, our competitors or other third parties may claim, and have in the past claimed, that we
are infringing upon, misappropriating or otherwise violating their intellectual property rights. We cannot
predict the outcome of lawsuits and cannot ensure that the results of any such actions will not have an
adverse effect on our business, financial condition, results of operations, cash flows or prospects. Any
claims or litigation, even those without merit and regardless of the outcome, could cause us to incur
significant expenses and, if successfully asserted against us, could require that we pay substantial costs or
damages, obtain a license, which may not be available on commercially reasonable terms or at all, pay
significant ongoing royalty payments, settlements or licensing fees, satisfy indemnification obligations,
prevent us from offering our products or services or using certain technologies, force us to implement
expensive and time-consuming work-arounds or re-designs, distract management from our business or
impose other unfavorable terms.

We expect that the occurrence of infringement claims is likely to grow as the market for financial services
grows and as we introduce new and updated products and services, and the outcome of any allegation is
often uncertain. Accordingly, our exposure to damages resulting from infringement claims could increase
and this could further exhaust our financial and management resources. Even if intellectual property
claims do not result in litigation or are resolved in our favor, these claims, and the time and resources
necessary to resolve them, could divert the resources of our management and require significant
expenditures. Any of the foregoing could prevent us from competing effectively and could have an
adverse effect on our business, financial condition and results of operations.

We may not be able to obtain, maintain, protect, defend and enforce our trademarks and trade names,
or build name recognition in our markets of interest, thereby harming our competitive position.

We believe that the protection of our trademark rights is an important factor in product recognition,
protecting our brand and maintaining goodwill. We may be unable to obtain trademark protection for our
technologies, logos, slogans and brands, and our existing trademark registrations and applications, and
any trademarks that may be used in the future, may not provide us with competitive advantages or
distinguish our products and services from those of our competitors. Further, we may not timely or
successfully register our trademarks.

If we do not adequately protect our rights in our trademarks from infringement and unauthorized use, any
goodwill that we have developed in those trademarks could be lost or impaired, which could harm our
brand and our business. We have registered, among other trademarks, the term “Robinhood” and our
feather logo in the United States and certain other jurisdictions. Competitors have and may continue to
adopt service names similar to ours, thereby harming our ability to build brand identity and possibly
leading to customer confusion. In addition, there could be potential trade name or trademark infringement
claims brought by owners of other trademarks that are similar to our trademarks. Furthermore, our



trademarks may be opposed, contested, circumvented or found to be unenforceable, weak or invalid, and
we may not be able to prevent third parties from infringing or otherwise violating them or using similar
marks in a manner that causes confusion or dilutes the value or strength of our brand. Litigation or
proceedings before the U.S. Patent and Trademark Office or other governmental authorities and
administrative bodies in the United States and abroad may be necessary in the future to enforce our
trademark rights and to determine the validity and scope of the trademark rights of others. Our efforts to
obtain, maintain, protect, defend and enforce our trademarks may be ineffective and could result in
substantial costs and diversion of resources, which could adversely affect our business, financial
condition, and results of operations.

We may be unable to continue to use the domain names that we use in our business or prevent third
parties from acquiring and using domain names that infringe, misappropriate or otherwise violate, are
similar to, or otherwise decrease the value of our brand, trademarks, or service marks.

We have registered domain names that we use in, or are related to, our business, most importantly
www.pavefinance.com, pavepro.ai and pavesecurities.com. If we lose the ability to use a domain name,
whether due to trademark claims, failure to renew the applicable registration, or any other cause, we may
be forced to market our offerings under a new domain name, which could cause us substantial harm or
cause us to incur significant expense in order to purchase rights to the domain name in question. We may
not be able to obtain preferred domain names outside the United States due to a variety of reasons. In
addition, our competitors and other third parties could attempt to capitalize on our brand recognition by
using domain names similar to ours. We may be unable to prevent our competitors and other third parties
from acquiring and using domain names that infringe, misappropriate, or otherwise violate, are similar to,
or otherwise decrease the value of our brand or our trademarks or service marks. Obtaining, maintaining,
protecting, defending and enforcing our rights in our domain names may require litigation, which could
result in substantial costs and diversion of resources, which could in turn adversely affect our business,
financial condition, and results of operations.

Some of our products and services contain open-source software, which may pose particular risks to
our proprietary software, products and services in a manner that could harm our business.

We use open-source software in our products and services and anticipate using open-source software in
the future. Some open-source software licenses require those who distribute open-source software as part
of their own software product to publicly disclose all or part of the source code to such software product
or to make available any derivative works of the open-source code on unfavorable terms or at no cost, and
we may be subject to such terms. The terms of many open-source licenses to which we are subject have
not been interpreted by U.S. or foreign courts, and there is a risk that open-source software licenses could
be construed in a manner that imposes unanticipated conditions or restrictions on our ability to provide or
distribute our products or services. We could face claims from third parties claiming ownership of, or
demanding release of, the open-source software or derivative works that we developed using such
software, which could include our proprietary source code, or otherwise seeking to enforce the terms of
the applicable open-source license. These claims could result in litigation and could require us to make
our software source code freely available, purchase a costly license or cease offering the implicated
products or services unless and until we can re-engineer them to avoid infringement, which may be a
costly and time-consuming process. While we monitor our use of open-source software and try to ensure
that none is used in a manner that would require us to disclose our proprietary source code or that would
otherwise breach the terms of an open-source agreement, such use could inadvertently occur, or could be
claimed to have occurred, in part because open source license terms are often ambiguous. Any actual or
claimed requirement to disclose our proprietary source code or pay damages for breach of contract could



harm our business and could help third parties, including our competitors, develop products and services
that are similar to or better than ours.

Additionally, the use of certain open-source software can lead to greater risks than use of third-party
commercial software, as open-source licensors generally do not provide warranties or controls on the
origin of software. There is typically no support available for open-source software, and we cannot ensure
that the authors of such open-source software will implement or push updates to address security risks or
will not abandon further development and maintenance. Many of the risks associated with the use of
open-source software, such as the lack of warranties or assurances of title or performance, cannot be
eliminated, and could, if not properly addressed, negatively affect our business. Any of these risks could
be difficult to eliminate or manage and, if not addressed, could have an adverse effect on our business,
financial condition and results of operations.

We may be unable to halt the operations of third-party websites that aggregate or misappropriate our
data.

Third parties may misappropriate our data through website scraping, robots, or other means and aggregate
this data on their websites with data from other companies. In addition, copycat websites may
misappropriate data from our platform and attempt to imitate our brand or the functionality of our
website. If we become aware of such websites, we intend to employ technological or legal measures in an
attempt to halt their operations. However, we may be unable to detect all such websites in a timely
manner and, even if we are successful in detecting such websites, technological and legal measures may
be insufficient to halt their operations. In some cases, particularly in the case of websites operating
outside of the U.S., our available remedies may not be adequate to protect us against the effect of the
operation of such websites. Regardless of whether we can successfully enforce our rights against the
operators of these websites, any measures that we may take could require us to expend significant
financial or other resources, which could harm our business, financial condition, operating results, cash
flows, and prospects. In addition, to the extent that such activity creates confusion among customers, our
brand and business could be harmed.

If we fail to comply with our obligations under license or technology agreements with third parties or
are unable to license rights to use technologies on reasonable terms, we may be required to pay
damages and could potentially lose license rights that are critical to our business.

We license certain intellectual property, including technologies, data, content and software from third
parties, which is important to our business, and in the future we may enter into additional agreements that
provide us with licenses for valuable intellectual property or technology. If we fail to comply with any of
the obligations under our license agreements, we may be required to pay damages, and the licensor may
have the right to terminate the license. Termination by the licensor would cause us to lose valuable rights
and could prevent us from selling our products and services or inhibit our ability to commercialize future
products and services. Our business would suffer if any current or future licenses terminate, if the
licensors fail to abide by the terms of the license, if the licensed intellectual property rights are found to
be invalid or unenforceable, or if we are unable to enter into necessary licenses on acceptable terms.
Moreover, our licensors may own or control intellectual property that has not been licensed to us and, as a
result, we may be subject to claims, regardless of their merit, that we are infringing or otherwise violating
the licensor’s rights.

In the future, we may identify additional third-party intellectual property we may need to license in order
to engage in our business. However, such licenses may not be available on acceptable terms or at all. The
licensing or acquisition of third-party intellectual property rights is a competitive area, and several



more-established companies may pursue strategies to license or acquire third-party intellectual property
rights that we may consider attractive or necessary. In addition, companies that perceive us to be a
competitor may be unwilling to assign or license rights to us. Even if such licenses are available, we may
be required to pay the licensor substantial royalties based on sales of our products and services. Such
royalties are a component of the cost of our products or services and may affect the margins on our
products and services. In addition, such licenses may be non-exclusive, which could give our competitors
access to the same intellectual property licensed to us. Any of the foregoing could have a material adverse
effect on our competitive position, business, financial condition and results of operations.

Risks Related to Finance, Accounting and Tax Matters
Our insurance coverage may be inadequate or expensive.

We are subject to claims in the ordinary course of business. These claims may involve substantial
amounts of money and involve significant defense costs. It is not possible to prevent or detect all
activities giving rise to claims and the precautions we take may not be effective in all cases. We maintain
voluntary and required insurance coverage, including, among others, general liability, property, director
and officer, excess-SIPC, business interruption, cyber and data breach, errors and omissions, crime and
fidelity bond insurance. Our insurance coverage is expensive and maintaining or expanding our insurance
coverage may have an adverse effect on our results of operations and financial condition.

Our insurance coverage may be insufficient to protect us against all losses and costs stemming from
operational and technological failures and we cannot be certain that such insurance will continue to be
available to us on economically reasonable terms, or at all, or that any insurer will not deny coverage as to
any future claim. For example, we offer a guarantee to our customers to fully reimburse direct losses that
occur due to unauthorized activity that is not the fault of the customer, and any such losses we incur in
satisfaction with this guarantee may not be fully or partially covered by insurance. The successful
assertion of one or more large claims against us that exceed available insurance coverage, or the
occurrence of changes in our insurance policies, including premium increases or the imposition of large
deductible or co-insurance requirements, could have an adverse effect on our business, financial condition
and results of operations.

Proposed legislation that would impose taxes on certain financial transactions could have a material
adverse effect on our business, financial condition and results of operations.

Certain members of the U.S. Congress and individual state legislatures have proposed the imposition of
new taxes on a broad range of financial transactions, including transactions that occur on our platform,
such as the buying and selling of stocks and derivative transactions. For example, the Wall Street Tax Act
of 2021, H.R. 328, which was introduced into the U.S. Congress in January 2021, would impose a 0.1%
excise tax on certain covered transactions. If enacted, such financial transaction taxes could increase the
cost to customers of investing or trading on our platform and reduce or adversely affect U.S. market
conditions and liquidity, general levels of interest in investing and the volume of trades and other
transactions from which we derive transaction revenues. While it is difficult to assess the impact the
proposed taxes could have on us, if a financial transaction tax is implemented in any jurisdiction in which
we operate, our business, financial condition or results of operations could suffer a material adverse
effect, and we could be impacted to a greater degree than other market participants.

Changes in U.S. tax laws and policies could adversely impact our financial condition and results of
operations.



We are subject to complex and evolving U.S. tax laws and regulations, which may in the future make
changes to corporate income tax rates, the treatment of foreign earnings, if any, or other income tax laws
that could affect our future income tax provision and reduce our earnings while increasing the complexity,
burden and cost of tax compliance.

Our determination of our tax liability is subject to review by applicable tax authorities. Any adverse
outcome of such a review could harm our results of operations and financial condition. The determination
of our tax liabilities requires significant judgment, and, in the ordinary course of business, there are many
transactions and calculations where the ultimate tax determination is complex and uncertain. In addition,
our future effective tax rates could be favorably or unfavorably affected by changes in tax rates, changes
in the valuation of our deferred tax assets or liabilities, the effectiveness of our tax planning strategies or
changes in tax laws or their interpretation. Such changes could have an adverse effect on our financial
condition.

Although we believe our estimates are reasonable, as a result of these and other factors, the ultimate
amount of our tax obligations owed may differ from the amounts recorded in our consolidated financial
statements and any such difference may harm our results of operations in future periods in which we
change our estimates of our tax obligations or in which the ultimate tax outcome is determined.

In addition, certain members of the U.S. Congress and individual state legislatures have proposed the
imposition of new taxes on a broad range of financial transactions, including transactions that occur on
our platform, such as the buying and selling of stocks and derivative transactions. If enacted, such
proposed financial transaction taxes could increase the cost to customers of investing or trading on our
platform and reduce or adversely affect U.S. market conditions and liquidity, our customers’ investment
performance, general levels of interest in investing and the volume of trades and other transactions from
which we derive transaction revenues, as well as on our business, financial condition and results of
operations.

Our ability to use our net operating losses to offSet future taxable income may be subject to certain
limitations.

As of December 31, 2024, we had U.S. and state NOL carryforwards of $9.8 million. Under Sections 382
and 383 of the Code, a corporation that undergoes an “ownership change” (as defined by the Code) may
be subject to limitations on its ability to utilize its pre-change NOLs and other tax attributes such as
research tax credits to offset future taxable income. If it is determined that we have in the past
experienced an ownership change, or if we undergo one or more ownership changes as a result of future
transactions in our stock, then our ability to utilize NOLs and other pre-change tax attributes could be
limited by Sections 382 and 383 of the Code, and similar state provisions. Future changes in our stock
ownership, many of which are outside of our control, could result in an ownership change under Section
382 or 383 of the Code. Furthermore, our ability to utilize NOLs of companies that we may acquire in the
future may be subject to limitations. For these reasons, we may not be able to utilize our NOLs, even if
we maintain profitability.

We are exposed to fluctuations in interest rates.

Fluctuations in interest rates may adversely impact our customers’ and their clients’ general spending
levels and ability and willingness to invest through our platform. Additionally, some of our products, such
as our margin lending programs, are affected by interest rate changes. Higher interest rates often lead to
higher payment obligations by our customers to us and to their creditors under mortgage, credit card, and
other consumer and merchant loans, which may reduce our customers’ clients’ ability to satisfy their



obligations to us. A low or negative interest rate environment or reductions in interest rates may
negatively impact our net income.

Risks Related to Our SAFE and this Offering

The Custodian shall serve as the legal title holder of the Securities. Investors will only obtain a
beneficial ownership in the Securities.

The Issuer and the Investor shall appoint and authorize the qualified third-party Custodian for the benefit
of the Investor, to hold the SAFE and any securities that may be issued upon conversion thereof in
registered form in the Custodian’s name or the name of the Custodian’s nominees for the benefit of the
Investor and Investor’s permitted assigns. The Custodian may take direction from the Lead who will act
on behalf of the Investors, and the Custodian may be permitted to rely on the Lead’s instructions related to
the Securities. Investors may never become an equity holder, merely a beneficial owner of an equity
interest."

Investors will not become equity holders until a qualified equity financing is completed or until there is
a change of control or sale of substantially all of the Issuer’s assets. The Investor may never directly
hold equity in the Issuer.

Investors will not have an ownership claim to the Issuer or to any of its assets or revenues for an
indefinite amount of time and depending on when and how the Securities are converted, the Investors may
never become equity holders of the Issuer. Investors will not become equity holders of the Issuer unless
the Issuer receives a future round of financing great enough to trigger a conversion of the Securities. The
Issuer is under no obligation to convert the Securities. In certain instances, such as the sale of the Issuer or
substantially all of its assets, an initial public offering or a dissolution or bankruptcy, the Investors may
only have a right to receive cash, to the extent available, rather than equity in the Issuer.

Investors will not have voting rights, even upon conversion of the Securities.

Investors will not have the right to vote upon matters of the Issuer even if and when their Securities are
converted (the occurrence of which cannot be guaranteed). Under the terms of the Securities, a third-party
designated by the Issuer will exercise voting control over the Securities. Upon conversion, the Securities
will continue to be voted in line with the designee identified or pursuant to a voting agreement related to
the equity securities the Security is converted into. For example, if the Securities are converted in
connection with an offering of Series B Preferred Stock, Investors would directly or beneficially receive
securities in the form of shares of Series B-CF Preferred Stock and such shares would be required to be
subject to the terms of the Securities that allows a designee to vote their shares of Series B-CF Preferred
Stock consistent with the terms of the Security. Thus, Investors will essentially never be able to vote upon
any matters of the Issuer unless otherwise provided for by the Issuer."”

The Securities may never convert to equity in the Company, and if the Company never undergoes a
liquidity event, then the Investors may have to hold the Securities indefinitely.



The Issuer may never conduct a future equity financing that triggers the conversion of the Securities into
equity in the Company. In addition, the Issuer may never undergo a liquidity event such as a sale of the
Issuer or an initial public offering. If neither the conversion of the Securities nor a liquidity event occurs,
Investors could be left holding the Securities in perpetuity. The Securities have numerous transfer
restrictions and will likely be highly illiquid, with no secondary market on which to sell them. If a
transfer, resale, assignment or distribution of the Security should occur prior to the conversion of the
Security or after, if the Security is still held by the original purchaser directly, the transferee, purchaser,
assignee or distributee, as relevant, will be required to sign a new Omnibus Nominee Trust Agreement (as
defined in the Security). The Securities are not equity interests, have no ownership rights, have no rights
to the Issuer’s assets or profits and have no voting rights or ability to direct the Issuer or its actions.

While the Securities provide mechanisms whereby holders of the Securities would be entitled to a
return of their purchase amount upon the occurrence of certain events, if the Issuer does not have
sufficient cash on hand, this obligation may not be fulfilled.

Upon the occurrence of certain events, as provided in the Securities, holders of the Securities may be
entitled to a return of the principal amount invested. Despite the contractual provisions in the Securities,
this right cannot be guaranteed if the Issuer does not have sufficient liquid assets on hand. Therefore,
potential Investors should not assume a guaranteed return of their investment amount."

In the event of the dissolution or bankruptcy of the Issuer, Investors will not be treated as debt holders
and therefore are unlikely to recover any proceeds.

In the event of the dissolution or bankruptcy of the Issuer, the holders of the Securities that have not been
converted will be entitled to distributions as described in the Securities. This means that such holders will
only receive distributions once all of the creditors and more senior security holders, including any holders
of preferred stock, have been paid in full. No holders of any of the Securities can be guaranteed any
proceeds in the event of the dissolution or bankruptcy of the Issuer.

You will experience immediate and substantial dilution in the book value of the SAFE you purchase in
this offering.

The offering price is substantially higher than the pro forma as adjusted net tangible book value per share
of our outstanding Class A Common Stock. Investors purchasing our SAFE in this offering will pay a
price that substantially exceeds the book value of our tangible assets after subtracting our liabilities. As a
result, investors purchasing the SAFE in this offering will incur immediate and substantial dilution,
representing the difference between the offering price of our SAFE and our pro forma as adjusted net
tangible book value per share after giving effect to our sale of the SAFE in this offering.

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

We have never declared or paid any cash dividends on our capital stock and do not anticipate paying any
cash dividends on our capital stock in the foreseeable future. The declaration and amount of any future
dividends to holders of our capital stock will be at the discretion of our Board in accordance with
applicable law and after taking into account various factors, including our financial condition, results of
operations, contractual restrictions, capital requirements, business prospects and other factors that our
Board currently deems relevant. Our Board intends to retain future earnings to fund the development and



expansion of our business. Accordingly, we do not expect to pay dividends on our capital stock in the
foreseeable future. As a result, capital appreciation, if any, of our capital stock will be your sole source of
gain for the foreseeable future.

We have broad discretion in the use of the net proceeds from this offering and our use of those
proceeds may not yield a favorable return on your investment.

We cannot specify with any certainty the particular uses of the net proceeds that we will receive from this
offering. Our management will have broad discretion in the application of the net proceeds from this
offering, including for any of the purposes described in “Use of Proceeds,” and you will not have the
opportunity as part of your investment decision to assess whether the net proceeds are being used
appropriately. We have not established a timetable for the effective deployment of the proceeds, and we
cannot predict how long it will take to deploy the proceeds. We expect to use our net proceeds from this
offering for working capital, capital expenditures and general corporate purposes. The failure by our
management to apply these proceeds effectively or in a manner that increases our fair value or enhances
our profitability could harm our business, results of operations and financial condition and may negatively
impact the value of our capital stock.

The multi-class structure of our common stock will have the effect of concentrating voting power with
our founders, which will limit your ability to influence the outcome of matters submitted to our
stockholders for approval, including the election of our Board, the adoption of amendments to our
Charter and our Bylaws and the approval of any merger, consolidation, sale of all or substantially all
of our assets, or other major corporate transaction.

Our Class A Common Stock has one vote per share and our Class P Common Stock has 100 votes per
share. Upon the closing of this offering, our Chief Executive Officer and our Co-Founders and certain of
their related entities will together hold all of the issued and outstanding shares of our Class P Common
Stock. Accordingly, upon the completion of this offering, EPI Holding LLC will hold an economic
interest of approximately 42.6% of Pave Finance. EPI Holding LLC is a special purpose vehicle that is
owned substantially by the founders of Pave Finance. Accordingly, EPI Holding LLC will hold
approximately 98.7% of the voting power of our outstanding capital stock. As a result, our Chief
Executive Officer and our Co-Founders will have the ability to determine or significantly influence any
action requiring the approval of our stockholders, including the election of our Board, the adoption of
amendments to our Charter and our Bylaws and the approval of any merger, consolidation, sale of all or
substantially all of our assets or other major corporate transaction.

Our Chief Executive Officer and our Co-Founders may have interests that differ from yours and may vote
in a way with which you disagree, and which may be adverse to your interests. This concentrated control
may have the effect of delaying, preventing or deterring a change in control of our Company, could
deprive our stockholders of an opportunity to receive a premium for their capital stock as part of a sale of
our Company, and might ultimately affect the value of our Class A Common Stock. Further, the
separation between voting power and economic interests could cause conflicts of interest between our
Chief Executive Officer and our Co-Founders and our other stockholders, which may result in our Chief
Executive Officer and our Co-Founders undertaking, or causing us to undertake, actions that would be
desirable for our founders but would not be desirable for our other stockholders.

Future transfers by the holders of Class P Common Stock will generally result in those shares
automatically converting into shares of Class A Common Stock, subject to limited exceptions, such as
certain transfers effected for estate planning or other transfers among our Chief Executive Officer and our
Co-Founders founders, their family members and certain of their related entities. Each share of our Class



P Common Stock is convertible at any time at the option of the holder of such share into one share of our
Class A Common Stock. In addition, each share of our Class P Common Stock will convert automatically
into one share of our Class A Common Stock upon the earliest of (i) the date and time specified by the
affirmative vote of the holders of at least 80% of the then-outstanding shares of Class P Common Stock,
voting separately as a class, (ii) the date fixed by our Board that is no less than 61 days and no more than
180 days following the date on which the number of then-outstanding shares of Class P Common Stock
represent less than 5.0% of the aggregate number of shares of Class A Common Stock and Class P
Common Stock then outstanding, (iii) the date fixed by our Board that is no less than 61 days and no
more than 180 days following the date that (A) each party is no longer providing services to our Company
as an officer, employee or consultant and (B) each party is not a director of our Company as a result of a
voluntary resignation by such party from our Board or as a result of a written request or agreement by
such party not to be renominated as a director of our Company at an annual or special meeting of
stockholders; (iv) the date that is nine months after the death or permanent and total disability of the last
to die or become permanently and totally disabled of such parties, or such later date not to exceed a total
period of 18 months after such death or permanent and total disability as may be approved by a majority
of our independent directors or (v) the date that is 15 years from the completion of this offering (the
“Final Conversion Date”). Because of the 100-to-one voting ratio between our Class P Common Stock
and Class A Common Stock, prior to the Final Conversion Date, even if some of our Class P Common
Stock converts into Class A Common Stock, including as a result of future transfers of such Class P
Common Stock, our Chief Executive Officer and our Co-Founders may still collectively control a
significant portion of the voting power of our capital stock based on their current ownership. If our Chief
Executive Officer and our Co-Founders founders and his related entities retain a significant portion of
their holdings of Class P Common Stock for an extended period of time, such founder could, in the future,
continue to control a significant portion of the combined voting power of our outstanding capital stock,
even if the other founder and his related entities reduce their holdings of Class P Common Stock, and
such voting power could enable such founder to effectively control all matters subject to stockholder
approval prior to the Final Conversion Date.

Certain provisions in our Charter and our Bylaws and of Delaware law as well as certain FINRA rules
may prevent or delay the acquisition of Pave Finance, which could decrease the value of our SAFE.

Our Charter will provide for our multi-class common stock structure, which provides holders of shares of
our Class P common stock with the ability to significantly influence the outcome of matters requiring
stockholder approval, including the approval of any merger, consolidation, sale of all or substantially all
of our assets, or other major corporation transaction, even if they own significantly less than a majority of
the shares of our outstanding Common Stock.

Our Charter and our Bylaws will also contain, and Delaware law contains, provisions that may have the
effect of deterring takeovers by making such takeovers more expensive for the bidder and by encouraging
prospective acquirers to negotiate with our Board rather than to attempt a hostile takeover. Our Charter
and our Bylaws include, among others, the following provisions:

* providing that only our Board may fill any vacancies created by the expansion of our Board or the
resignation, death or removal of a director;

* prohibiting cumulative voting in the election of directors;

* providing that our Board may adopt, amend, alter or repeal our Bylaws without obtaining
stockholder approval;



* requiring approval of at least a majority of the voting power of the then-outstanding shares of
capital stock to adopt, amend, alter or repeal our Bylaws;

* requiring approval of (i) at least a majority of the shares of the then-outstanding voting shares to
amend, repeal or adopt any provisions of our Charter and (ii) for so long as any shares of our
Class P Common Stock are outstanding, at least 80% of the outstanding shares of our Class P
Common Stock, voting separately as a class, to amend, repeal or adopt certain provisions of our
Charter;

* permitting our Board to authorize the issuances of shares of preferred stock and to determine the
price and other terms of those shares, including voting or other rights and preferences, without
obtaining stockholder approval;

» establishing limitations on convening a special meeting of our stockholders;

* requiring our stockholders to comply with advance notice procedures in order to nominate
candidates for election as directors or to bring matters before an annual or special meeting of
stockholders; and

* only permitting the stockholders to take action at a meeting of our stockholders and not by written
consent, except that for so long as any shares of our Class P Common Stock are outstanding, our
Class P stockholders may take action by written consent for any action required or permitted to be
taken by our Class P stockholders, voting separately as a class.

As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of
the DGCL, which prohibits us from engaging in a business combination, including a merger, with a
person who owns 15% or more of our outstanding voting stock (an “interested stockholder”) for a period
of three years after the date of the transaction in which such person became an interested stockholder,
unless (with certain exceptions) the business combination is approved in a prescribed manner.

We believe these provisions will protect our stockholders from coercive or otherwise unfair takeover
tactics by requiring potential acquirers to negotiate with our Board and by providing our Board with more
time to assess any acquisition proposal. These provisions are not intended to make the company immune
from takeovers. However, these provisions will apply even if the offer may be considered beneficial by
some stockholders and could delay or prevent an acquisition that our Board determines is not in the best
interests of the company and our stockholders. Accordingly, if our Board determines that a potential
acquisition is not in the best interests of the company and our stockholders, but certain stockholders
believe that such a transaction would be beneficial to the company and our stockholders, such
stockholders may elect to sell their shares in the Company and the value of our SAFE could decrease.
These and other provisions of our Charter, our Bylaws and the DGCL could have the effect of delaying or
deterring a change in control, which may limit the opportunity for our stockholders to receive a premium
for their SAFE and may also affect the price that some investors are willing to pay for our capital stock.

In addition, a third party attempting to acquire us or a substantial position in our Class A Common Stock
may be delayed or ultimately prevented from doing so by change in ownership or control regulations to
which certain of our regulated subsidiaries are subject. For example, FINRA Rule 1017 generally
provides that FINRA approval must be obtained in connection with any transaction resulting in a single
person or entity owning, directly or indirectly, 25% or more of a FINRA member firm’s equity and would



include a change in control of a parent company. These and any other applicable regulations relating to
changes in control of us or our regulated subsidiaries could further have the effect of delaying or deterring
a change in control of us.

Our Charter will designate a state or federal court located within the State of Delaware as the exclusive
Jforum for substantially all disputes between us and our stockholders, and the federal district courts of
the United States as the exclusive forum for the resolution of any complaint asserting a cause of action
under the Securities Act, which could limit our stockholders’ ability to choose the judicial forum for
disputes with us or our directors, officers, or employees.

Our Charter, which will be amended immediately prior to the completion of this offering, will provide
that, unless we consent in writing to the selection of an alternative forum, to the fullest extent permitted
by law, the sole and exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii)
any action or proceeding asserting a claim of breach of a fiduciary duty owed by any of our directors,
officers or other employees to us or our stockholders, (iii) any action or proceeding arising pursuant to, or
seeking to enforce any right, obligation or remedy under, any provision of the DGCL, our Charter or our
Bylaws, (iv) any action or proceeding seeking to interpret, apply, enforce or determine the validity of our
Charter or our Bylaws, (v) any action or proceeding asserting a claim that is governed by the internal
affairs doctrine or (vi) any action or proceeding as to which the DGCL confers jurisdiction on the Court
of Chancery of the State of Delaware shall be the Court of Chancery of the State of Delaware (or, if the
Court of Chancery does not have subject matter jurisdiction, another state court sitting in the State of
Delaware (or, if no state court located within the State of Delaware has jurisdiction, the federal district
court for the District of Delaware), in all cases subject to the court having jurisdiction over indispensable
parties named as defendants. Our Charter will also provide that the federal district courts of the U.S. will
be the exclusive forum for resolving any complaint asserting a cause of action under the Securities Act.
Nothing in our Charter precludes stockholders that assert claims under the Exchange Act from bringing
such claims to any court, subject to applicable law.

Any person or entity purchasing or otherwise acquiring or holding any interest in any of our securities
shall be deemed to have notice of and consented to these provisions. These exclusive forum provisions
may limit a stockholder’s ability to bring a claim in a judicial forum of its choosing for disputes with us or
our directors, officers, or other employees, which may discourage lawsuits against us and our directors,
officers, and other employees. The enforceability of similar choice of forum provisions in other
companies’ charter documents has been challenged in legal proceedings, and it is possible that a court
could find these types of provisions to be inapplicable or unenforceable. For example, in December 2018,
the Court of Chancery of the State of Delaware determined that a provision stating that federal district
courts of the United States are the exclusive forum for resolving any complaint asserting a cause of action
arising under the Securities Act is not enforceable. Although this decision was reversed by the Delaware
Supreme Court in March 2020, courts in other states may still find these provisions to be inapplicable or
unenforceable. If a court were to find the exclusive forum provisions in our Charter to be inapplicable or
unenforceable in an action, we may incur additional costs associated with resolving the dispute in other
jurisdictions, which could adversely affect our results of operations.

General Risk Factors

If we fail to maintain effective internal control over financial reporting, as well as required disclosure
controls and procedures, our ability to produce timely and accurate consolidated financial statements
or comply with applicable regulations could be impaired.



Current regulations and best practice standards require, among other things, that we maintain effective
disclosure controls and procedures and internal control over financial reporting. We are continuing to
develop and refine our disclosure controls and other procedures that are designed to ensure that
information required to be disclosed by us in the reports that we will file with the SEC is recorded,
processed, summarized and reported within the time periods specified in SEC rules and forms and that
information required to be disclosed in reports under the Exchange Act is accumulated and communicated
to our principal executive and financial officers. We are also continuing to develop and refine our internal
control over financial reporting. Some members of our management team have limited or no experience
managing a publicly traded company, interacting with public company investors, and complying with the
increasingly complex laws pertaining to public companies, and we have limited accounting and financial
reporting personnel and other resources with which to address our internal controls and related
procedures. In order to maintain and improve the effectiveness of our disclosure controls and procedures
and internal control over financial reporting, we have expended, and anticipate that we will continue to
expend, significant resources, including accounting-related costs and significant management oversight.

Our current controls and any new controls that we develop may become inadequate because of changes in
conditions in our business. In addition, changes in accounting principles or interpretations could also
challenge our internal controls and require that we establish new business processes, systems and controls
to accommodate such changes. We have limited experience with implementing the systems and controls
that will be necessary to operate as a public company, as well as adopting changes in accounting
principles or interpretations mandated by the relevant regulatory bodies. Additionally, if these new
systems, controls or standards and the associated process changes do not give rise to the benefits that we
expect or do not operate as intended, it could adversely affect our financial reporting systems and
processes, our ability to produce timely and accurate financial reports or the effectiveness of our internal
control over financial reporting. Moreover, our business may be harmed if we experience problems with
any new systems and controls that result in delays in their implementation or increased costs to correct
any post-implementation issues that may arise.

Further, weaknesses in our disclosure controls and internal control over financial reporting may be
discovered in the future. Any failure to develop or maintain effective controls or any difficulties
encountered in their implementation or improvement could harm our business or cause us to fail to meet
our reporting obligations and may result in a restatement of our consolidated financial statements for prior
periods. Any failure to implement and maintain effective internal control over financial reporting could
also adversely affect the results of periodic management evaluations and annual independent registered
public accounting firm attestation reports regarding the effectiveness of our internal control over financial
reporting that we will eventually be required to include in our periodic reports that will be filed with the
SEC. Ineffective disclosure controls and procedures or internal control over financial reporting could also
cause investors to lose confidence in the accuracy and completeness of our reported financial and other
information, which would likely have a negative effect on the value of our capital stock. In addition, if we
are unable to continue to meet these requirements, we may not be able to become listed on the NASDAQ.
As a private company, we are not currently required to comply with the SEC rules that implement Section
404 of the Sarbanes-Oxley Act and are therefore not required to make a formal assessment of the
effectiveness of our internal control over financial reporting for that purpose.

If our estimates, assumptions and/or judgments relating to our critical accounting policies prove to be
incorrect or financial reporting standards or interpretations change, our results of operations could be
adversely affected.



The preparation of consolidated financial statements in conformity with U.S. GAAP requires us to make
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities
and disclosure of contingent assets and liabilities in our consolidated financial statements. We base our
estimates on historical experience, and other assumptions we believe to be reasonable under the
circumstances, which together form the basis for making judgments about the carrying values of assets
and liabilities. We regularly assess these estimates; however, actual amounts could differ from those
estimates. Significant assumptions and estimates used in preparing our consolidated financial statements
include revenue recognition, share-based compensation, Common Stock valuations, convertible notes and
warrant liability valuation, loss contingencies and income taxes. 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 industry or
financial analysts and investors, resulting in a decline in the value of our capital stock.

Our financial results may be negatively impacted by changes in generally accepted accounting
principles in the United States.

GAAP are subject to interpretation by the Financial Accounting Standards Board and various bodies
formed to promulgate and interpret appropriate accounting principles. A change in these principles or
interpretations could have a significant effect on our reported financial results and may even affect the
reporting of transactions completed before the announcement or effectiveness of a change. New
accounting pronouncements and varying interpretations of accounting pronouncements have occurred in
the past and may occur in the future. Changes to existing rules or the questioning of current practices may
adversely affect our reported financial results or the way we conduct our business.

We may be adversely affected by natural disasters and other catastrophic events, pandemics or
epidemics and by man-made problems such as terrorism, which could disrupt our business operations,
and our business continuity and disaster recovery plans may not adequately protect us from a serious
disaster.

Natural disasters or other catastrophic events, including health pandemics or epidemics, such as the
COVID-19 pandemic, have caused, and may in the future cause, damage or disruption to our operations,
international commerce and the global economy and could have an adverse effect on our business, results
of operations and financial condition. Our business operations are subject to interruption by natural
disasters, fire, power shortages, pandemics or epidemics and other events beyond our control. In addition,
acts of terrorism and other geopolitical unrest could cause disruptions in our business or the businesses of
our partners or the economy as a whole. In the event of a natural disaster, including a major earthquake or
other catastrophic event such as a fire, power loss or telecommunications failure, we may be unable to
continue our operations and may endure system interruptions, reputational harm, lengthy interruptions in
service, breaches of data security and loss of critical data, any of which could have an adverse effect on
our future results of operations.

Geopolitical unrest and other events outside of Pave Finance’s control could adversely affect the global
economy or specific international, regional and domestic markets, which may cause Pave Finance’s
AUM, revenue and earnings to decline.

Geopolitical risks, including those arising from trade tension and/or the imposition of trade tariffs,
terrorist activity or acts of civil or international hostility, could have an adverse impact on Pave Finance.
For instance, the Ukraine-Russia and Israel-Hamas wars and potential escalation have and may continue
to result in geopolitical instability and adversely affect the global economy, supply chains, specific
markets and operations. Strategic competition between the US and China and resulting tensions and



heightened levels of political polarization have also contributed to uncertainty in the geopolitical and
regulatory landscapes. Similarly, other events outside of Pave Finance’s control, including natural
disasters, climate-related events, pandemics or health crises may arise from time to time and be
accompanied by governmental actions that may increase international tension or impact the US or global
economy in ways that are uncertain. Any such events and responses, including regulatory developments,
may cause significant volatility and declines in the global markets, disproportionate impacts to certain
industries or sectors, disruptions to commerce (including to economic activity, travel and supply chains),
loss of life and property damage, and may adversely affect the global economy or capital markets, as well
as the Company’s products, operations, clients, vendors and employees, which may cause Pave Finance’s
AUM, revenue and earnings to decline. Pave Finance’s exposure to geopolitical risks may be heightened
to the extent such risks arise in countries in which Pave Finance currently operates or seeks to expand its
presence.

Climate-related risks could adversely affect Pave Finance’s business, products, operations and clients,
which may cause Pave Finance’s AUM, revenue and earnings to decline.

Pave Finance’s business and those of its clients could be impacted by climate-related risks.
Climate-related risks may impact Pave Finance through changes in the physical climate or from the
process of transitioning to a low-carbon economy. Climate-related physical risks arise from the direct
impacts of a changing climate in the short- and long-term. Such risks may include the risks of extreme
weather events and changes in temperature, which may damage infrastructure and facilities, including
Pave Finance’s physical assets, as well as disrupt connectivity or supply chains. Climate-related transition
risks arise from exposure to the transition to a low-carbon economy through policy, regulatory,
technology and market changes. For instance, new or divergent climate regulations or guidance, as well as
differing perspectives of stakeholders regarding climate impacts, have affected and may continue to affect
Pave Finance’s business activities and reputation, increase scrutiny and complicate compliance
requirements, which could increase the Company’s costs.

Climate-related physical and transition risks could also impact Pave Finance’s business both directly and
indirectly through adverse impacts on its clients’ investments, including as a result of declines in asset
values, changes in client preferences, increased regulatory and compliance costs and significant business
disruptions. Any of these risks may cause the Company’s AUM, revenue and earnings to decline.
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