
Table of Contents

As filed with the Securities and Exchange Commission on February 14, 2023
Registration No. 333-          

   
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

 
 

FORM S-1
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

 
 

Nogin, Inc.
(Exact name of registrant as specified in its charter)

  
 

Delaware  7372  86-1370703
(State or other jurisdiction of

incorporation or organization)  
(Primary Standard Industrial
Classification Code Number)  

(I.R.S. Employer
Identification No.)

1775 Flight Way STE 400
Tustin, CA 92782

(949) 222-0209
(Address, including zip code, and telephone number, including area code, of registrant’s principal executive offices)

  
Michael Bassiri

General Counsel and Vice President of Corporate and Business Development
1775 Flight Way STE 400

Tustin, CA 92782
(949) 222-0209

(Name, address, including zip code, and telephone number, including area code, of agent for service)
  

Copies to:
 

Peter Handrinos, Esq.
Latham & Watkins LLP

200 Clarendon Street, 27th Floor
Boston, MA 02116

|(617) 948-6000

  

John M. Greer
Ryan J. Lynch

Latham & Watkins LLP
811 Main Street, Suite 3700

Houston, TX 77002
(713) 546-5400

  

Dean M. Colucci
Kelly R. Carr
Jillian Allard

Duane Morris LLP
1540 Broadway

New York, NY 10036
Tel: (212) 547-5400

  
Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of this Registration Statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of 1933, check the
following box.  ☐
If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement for the same offering.  ☐
If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.  ☐
If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities Act registration
statement number of the earlier effective registration statement for the same offering.  ☐
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company or an emerging
growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of
the Exchange Act.
 
Large accelerated filer  ☐   Accelerated filer  ☐
Non-accelerated filer  ☒   Smaller reporting company  ☒

   Emerging growth company  ☒
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 7(a)(2)(B) of the Securities Act.  ☐
 

 
The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant shall file a
further amendment which specifically states that this Registration Statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933, as amended, or until the Registration Statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.
   



Table of Contents

The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the registration
statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell these securities and it
is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.
 

Subject to Completion Dated February 14, 2023.

PRELIMINARY PROSPECTUS
 

Nogin, Inc.
Shares of Common Stock

 
 

We are offering                shares of our common stock.

Our common stock is listed on the Nasdaq Stock Market LLC (“Nasdaq”) under the symbol “NOGN”. On February 10, 2023, the closing price of our
common stock was $0.79 per share.

We are an “emerging growth company” as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities Act”), and are subject to
reduced public company reporting requirements. This prospectus complies with the requirements that apply to an issuer that is an emerging growth
company.

Our business and investment in our securities involves significant risks. These risks are described in the section titled
“Risk Factors” beginning on page 7 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed
upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.
 

 
 

   Per Share    Total  
Public offering price   $                     $                   
Underwriting discounts and commissions(1)   $     $   
Proceeds, before expenses, to us   $     $   

 
(1) See “Underwriting” for additional disclosure regarding the underwriting discounts and commissions and estimated offering expenses.

We have granted the underwriters a 30-day option to purchase up to an additional            shares of our common stock at the public offering price, less the
underwriting discount.

The underwriters expect to deliver the shares of common stock against payment on                , 2023.
 

 

B. Riley Securities
The date of this prospectus is                , 2023.
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You should rely only on the information contained in this prospectus. Neither we nor the underwriters have authorized any person to provide you with any
information or make any representations other than those contained in this prospectus. We take no responsibility for, and can provide no assurance as to
the reliability of, any other information that others may give you. We are offering to sell, and seeking offers to buy, shares of common stock only in
jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only as of the date of this prospectus, unless the
information specifically indicates that another date applies, regardless of the time of delivery of this prospectus or of any sale of the common stock. Our
business, financial condition, results of operations and prospects may have changed since such date.

For investors outside of the United States: Neither we nor the underwriters have done anything that would permit this offering or possession or distribution
of this prospectus in any jurisdiction where action for that purpose is required, other than in the United States. Persons outside the United States who come
into possession of this prospectus must inform themselves about, and to observe any restrictions relating to, this offering and the distribution of this
prospectus outside of the United States.

We own or have rights to trademarks, trade names and service marks that we use in connection with the operation of our business. In addition, our name,
logos and website name and address are our trademarks or service marks. Solely for convenience, in some cases, the trademarks, trade names and service
marks referred to in this prospectus are listed without the applicable ®, ™ and SM symbols, but we will assert, to the fullest extent under applicable law,
our rights to these trademarks, trade names and service marks. Other trademarks, trade names and service marks appearing in this prospectus are the
property of their respective owners.
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As used in this prospectus, unless otherwise indicated or the context otherwise requires, references to “we,” “us,” “our,” the “Company,” “Registrant,” and
“Nogin” refer to the consolidated operations of Nogin, Inc. and its subsidiaries. References to “SWAG” refer to the Company prior to the consummation
of the Business Combination (as defined herein) and references to “Legacy Nogin” refer to Branded Online, Inc. dba Nogin prior to the consummation of
the Business Combination.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. We intend such forward-looking statements to be covered by the safe harbor provisions for forward-
looking statements contained in Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange
Act of 1934, as amended, or the Exchange Act. All statements other than statements of historical facts contained in this prospectus, including statements
concerning possible or assumed future actions, business strategies, events or results of operations, and any statements that refer to projections, forecasts or
other characterizations of future events or circumstances, including any underlying assumptions, are forward-looking statements. These statements involve
known and unknown risks, uncertainties and other important factors that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by the forward-looking statements.

In some cases, you can identify forward-looking statements by terms such as “may,” “should,” “expect,” “plan,” “anticipate,” “could,” “intend,” “target,”
“project,” “contemplate,” “believe,” “estimate,” “predict,” “potential” or “continue” or the negative of these terms or other similar expressions. The
forward-looking statements in this prospectus are only predictions. We have based these forward-looking statements largely on our current expectations
and projections about future events and financial trends that we believe may affect our business, financial condition and results of operations. These
forward-looking statements speak only as of the date of this prospectus and are subject to a number of important factors that could cause actual results to
differ materially from those in the forward-looking statements, including the risks, uncertainties and assumptions described under the section in this
prospectus titled “Risk Factors.” These forward-looking statements are subject to numerous risks, including, without limitation, the following:
 

 •  the ability to maintain the listing of the shares of common stock on Nasdaq;
 

 •  litigation, complaints, product liability claims and/or adverse publicity;
 

 •  privacy and data protection laws, privacy or data breaches, or the loss of data;
 

 •  the impact of changes in customer spending patterns, customer preferences, local, regional and national economic conditions, crime,
weather, demographic trends and employee availability;

 

 •  the impact of the COVID-19 pandemic on the financial condition and results of operations of the Company; and
 

 •  other risks and uncertainties described in this registration statement, including those under the section entitled “Risk Factors.”

Because forward-looking statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified and some of which
are beyond our control, you should not rely on these forward-looking statements as predictions of future events. The events and circumstances reflected in
our forward-looking statements may not be achieved or occur, and actual results could differ materially from those projected in the forward-looking
statements. Moreover, we operate in an evolving environment. New risk factors and uncertainties may emerge from time to time, and it is not possible for
management to predict all risk factors and uncertainties. As a result of these factors, we cannot assure you that the forward-looking statements in this
prospectus will prove to be accurate. Except as required by applicable law, we do not plan to publicly update or revise any forward-looking statements
contained herein, whether as a result of any new information, future events, changed circumstances, or otherwise.

You should read this prospectus completely and with the understanding that our actual future results may be materially different from what we expect. We
qualify all of our forward-looking statements by these cautionary statements.
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PROSPECTUS SUMMARY

This summary highlights, and is qualified in its entirety by, the more detailed information and financial statements included elsewhere in this
prospectus. This summary does not contain all of the information that may be important to you in making your investment decision. You should read
this entire prospectus carefully, especially the “Risk Factors” section beginning on page 7 and our consolidated financial statements and the related
notes appearing at the end of this prospectus, before deciding to invest in our securities.

Overview

Nogin’s purpose-built platform has been developed to offer full-stack enterprise-level capabilities to online retailers. Using our Intelligent Commerce
Platform, we enable brands in this market to build direct relationships with their end customers, in competition with big retailers.

As clients sell more online and therefore grow in the amount of gross merchandise value (“GMV”) generated through their business, they soon realize
that they need more than just a simple online storefront and encounter complexities in terms of customer management, order optimization, returns,
and fulfillment that need to be managed and coordinated. There are now a large number of brands that need to utilize an extended set of capabilities
—Nogin provides this technology. In addition, there are established brands that have traditionally sold through retailers that now see an opportunity
to go direct to the end customer and establish the direct customer relationship using Nogin’s software solution.

The Nogin platform provides a full suite of capabilities including storefront, order management, catalog maintenance, fulfillment, returns
management, customer data analytics and marketing optimization tailored for online brands and all consolidated within a single software solution.
Furthermore, our clients utilize Nogin’s technology to help accelerate the growth of their GMV, improve their customer engagement and reduce
costs.

We cater to a market that is currently underserved and growing fast. We are mission-critical to helping our clients manage their front-to-back-end
operations while driving increased revenue and profitability. Our platform integrates seamlessly into point-of-sale (“POS”) or inventory software
systems on the back end and offers simple tools for creative website development and content management on the front end. Nogin enables brands
and retailers to focus on their core strengths of product development and branding by reducing the complexity associated with scaling an online
business. Our software solution delivers best-in-class commerce experiences for our clients that they may not have the time, budget, or expertise to
deliver on their own. We make commerce simple and easy to operate.

The Business Combination

On February 14, 2022, the Company entered into an Agreement and Plan of Merger (as amended on April 19, 2022 and August 26, 2022, the “Merger
Agreement”), with Nuevo Merger Sub, Inc., a wholly owned subsidiary of SWAG (“Merger Sub”), and Legacy Nogin, pursuant to which Merger Sub
would merge with and into Legacy Nogin, with Legacy Nogin surviving the merger as a wholly owned subsidiary of the Company (the “Business
Combination” and, together with the other transactions contemplated by the Merger Agreement, the “Transactions”).

On April 19, 2022, the Company, certain guarantors named therein (the “Notes Guarantors”) and certain investors named therein (each, a
“Subscriber” and collectively, the “Subscribers”), entered into subscription agreements (each, a “PIPE Subscription Agreement” and collectively, the
“PIPE Subscription Agreements”) pursuant to which the Company agreed to issue and sell to the Subscribers immediately prior to the closing of the
Business Combination (i) up to an aggregate principal amount of $75.0 million of 7.00% Convertible Senior
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Notes due 2026 (the “Convertible Notes”) at the par value of the notes and (ii) up to an aggregate of 1.5 million warrants (the “PIPE Warrants”) with
each whole PIPE Warrant entitling the holder thereof to purchase one share of common stock.

On August 26, 2022, the Company and a subscriber (the “Equity Subscriber”) entered into a subscription agreement (the “Equity PIPE Subscription
Agreement”) pursuant to which the Company agreed to issue and sell to the Equity Subscriber, immediately prior to the closing of the Business
Combination, 517,079 shares of common stock (the “PIPE Shares”) at a price per PIPE Share equal to $10.17 (the “Equity PIPE” and, together with
the transactions described in clauses (i) and (ii) above, the “PIPE Investment”).

On August 26, 2022, immediately prior to the Closing (as defined below), the Company issued (i) 517,079 shares of common stock to the Equity
Subscriber in accordance with the terms of the Equity PIPE Subscription Agreement, (ii) $65.5 million aggregate principal amount of 7.00%
Convertible Senior Notes due 2026 (the “Convertible Notes”) to the Subscribers in accordance with the terms of the PIPE Subscription Agreements
and (iii) 1,396,419 PIPE Warrants to the Subscribers in accordance with the terms of the PIPE Subscription Agreements.

On August 26, 2022 (the “Closing Date”), pursuant to the Merger Agreement, Merger Sub merged with and into Legacy Nogin, with Legacy Nogin
surviving the merger as a wholly owned subsidiary of the Company (the “Closing”).

In connection with Closing, we changed our name to Nogin, Inc. While we are the legal acquirer of Legacy Nogin in the Business Combination,
Legacy Nogin is deemed to be the accounting acquirer, and the historical financial statements of Legacy Nogin became the historical financial
statements of the Company upon the Closing of the Transactions.

The rights of holders of our common stock, warrants to purchase shares of common stock (“Warrants”), Convertible Notes and PIPE Warrants are
governed by our amended and restated certificate of incorporation (the “certificate of incorporation”), our amended and restated bylaws (the
“bylaws”), and the Delaware General Corporation Law (the “DGCL”), and, in the case of (i) the Warrants, the Warrant Agreement, dated as of
July 28, 2021, by and between the Company and Continental Stock Transfer & Trust Company, as warrant agent (the “warrant agreement”), (ii) the
Convertible Notes, the Indenture, dated as of August 26, 2022, by and among the Company, the guarantors named therein and U.S. Bank Trust
Company, National Association, as trustee (the “indenture”), and (iii) the PIPE Warrants, the Warrant Agreement, dated as of August 26, 2022, by
and between the Company and Continental Stock Transfer & Trust Company, as warrant agent (the “PIPE warrant agreement”). See the section
entitled “Description of Capital Stock.”

Recent Developments

Notice of Non-Compliance from Nasdaq

On December 2, 2022, we received a written notice (the “Notice”) from the Listing Qualifications Department of Nasdaq notifying us that, based on
the closing bid price of our common stock for the 30 consecutive trading days preceding the notice, the Company no longer complied with the
minimum bid price requirement for continued listing on The Nasdaq Global Market. Nasdaq Listing Rule 5450(a)(1) requires listed securities to
maintain a minimum bid price of $1.00 per share (the “Minimum Bid Price Requirement”), and Nasdaq Listing Rule 5810(c)(3)(A) provides that a
failure to meet the Minimum Bid Price Requirement exists if the deficiency continues for a period of 30 consecutive trading days.

We have been provided an initial compliance period of 180 calendar days to regain compliance with the Minimum Bid Price Requirement. To regain
compliance, the closing bid price of our common stock must be at
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least $1.00 per share for a minimum of 10 consecutive trading days prior to May 31, 2023, and we must otherwise satisfy The Nasdaq Global
Market’s requirements for listing.

If we do not regain compliance by May 31, 2023, we may be eligible for an additional 180 calendar day compliance period if we elect (and meet the
listing standards) to transfer to The Nasdaq Capital Market to take advantage of the additional compliance period offered on that market. To qualify,
we would be required, among other things, to meet the continued listing requirement for market value of publicly held shares as well as all other
standards for initial listing on The Nasdaq Capital Market, with the exception of the Minimum Bid Price Requirement, and would need to provide
written notice of our intention to cure the bid price deficiency during the second compliance period. If we do not regain compliance within the
compliance period(s), including any extensions that may be granted by Nasdaq, our securities will be subject to delisting.

We intend to monitor the bid price of the common stock and consider available options to resolve the noncompliance with the Minimum Bid Price
Requirement. There can be no assurance that we will be able to regain compliance with The Nasdaq Global Market’s continued listing requirements
or that Nasdaq will grant the Company a further extension of time to regain compliance, if applicable.

Resignation of Jan-Christopher Nugent

On January 27, 2023, Jan-Christopher Nugent, Co-Chief Executive Officer and Chairman of the board of directors (the “Board”) of the Company,
resigned as the Company’s Co-Chief Executive Officer and as a member and Chairman of the Board, effective as of January 27, 2023 (the
“Resignation Effective Date”). Jonathan S. Huberman, the Company’s other Co-Chief Executive Officer, began serving as the sole Chief Executive
Officer of the Company and as Chairman of the Board as of the Resignation Effective Date.

Appointment of Andrew Pancer as Director

On February 13, 2023, the Board, upon the recommendation of the Nominating and Corporate Governance Committee (the “Nominating
Committee”), appointed Andrew Pancer to fill the vacancy on the Board created by the resignation of Jan-Christopher Nugent. Mr. Pancer will serve
as a Class I director of the Board for a term ending at the 2023 annual meeting of stockholders of the Company, with such appointment effective as of
February 13, 2023. In approving the appointment, the Board concluded that Mr. Pancer satisfies the independence requirements of the Nasdaq Stock
Market and the Company’s Corporate Governance Guidelines and the Securities and Exchange Commission rules regarding audit committee
membership. Mr. Pancer was appointed to serve as a member of the Nominating Committee and as a member of the Audit Committee of the Board. In
connection with Mr. Pancer’s appointment as a Class I director, the Board reassigned Hussain Baig from Class I to Class III in order to maintain the
three classes of the Board as nearly equal in number as possible as prescribed by the Company’s Second Amended and Restated Certificate of
Incorporation (the “Charter”).

Resignation of Deborah Weinswig from the Board

On February 13, 2023, Deborah Weinswig, a Class I director of the Board and chair of the Nominating Committee, resigned from the Board, effective
as of February 13, 2023. In connection with Ms. Weinswig’s resignation, the Board reassigned Geoffrey Van Haeren from Class II to Class I in order
to maintain the three classes of the Board as nearly equal in number as possible as prescribed by the Company’s Charter. In addition, Hussain Baig
was appointed as Chair of the Nominating Committee.
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Summary Risk Factors

Our business is subject to a number of risks of which you should be aware before making an investment decision. These risks are discussed more
fully in the “Risk Factors” section of this prospectus immediately following this prospectus summary. These risks include the following:
 

 •  We have a history of operating losses, and we may not be able to generate sufficient revenue to achieve and sustain profitability.
 

 •  We have experienced strong growth in recent periods, and our recent growth rates may not be indicative of our future growth.
 

 •  Our projections rely in large part upon assumptions and analyses developed by us and if these assumptions and analyses prove to be
incorrect, our actual operating results may be materially different from the forecasted results.

 

 
•  Our future revenue and operating results will be harmed if we are unable to acquire new customers, retain existing customers, expand

sales to our existing customers, develop new functionality for our CaaS platform that achieves market acceptance, or the increase in
ecommerce during the COVID-19 pandemic fails to continue after the pandemic ends.

 

 •  We may not be able to successfully implement our growth strategy on a timely basis or at all.
 

 
•  Failure to effectively develop and expand our marketing and sales capabilities could harm our ability to increase our customer base and

achieve broader market acceptance of our CaaS platform. If we are not able to generate traffic to our website through digital marketing,
our ability to attract new customers may be impaired.

 

 •  Our operating results are subject to seasonal fluctuations.
 

 •  Our sales cycle with large enterprise customers can be long and unpredictable, and our sales efforts require considerable time and
expense.

 

 •  If we fail to maintain or grow our brand recognition, our ability to expand our customer base will be impaired and our financial
condition may suffer.

 

 •  If we fail to offer high quality support, our business and reputation could suffer.
 

 
•  If we fail to improve and enhance the functionality, performance, reliability, design, security and scalability of our CaaS platforms and

innovate and introduce new solutions in a manner that responds to our customers’ evolving needs, our business may be adversely
affected.

 

 •  Payment transactions on our CaaS platform subject it to regulatory requirements, additional fees, and other risks that could be costly and
difficult to comply with or that could harm our business.

 

 •  Activities of customers, their shoppers, and our partners could damage our brand, subject us to liability and harm our business and
financial results.

 

 •  We are dependent upon customers’ continued and unimpeded access to the internet, and upon their willingness to use the internet for
commerce.

Corporate Information

We were incorporated under the laws of the state of Delaware on January 5, 2021 under the name Software Acquisition Group Inc. III. Upon the
closing of the Business Combination, we changed our name to Nogin, Inc. Our principal executive offices are located at 1775 Flight Way STE 400,
Tustin, CA 92782, and our telephone number is (949) 222-0209. Our website address is www.nogin.com. The information contained in, or accessible
through, our website does not constitute a part of this prospectus. We have included our website address in this prospectus solely as an inactive
textual reference.

 
4



Table of Contents

Implications of Being an Emerging Growth Company

As a company with less than $1.235 billion in revenue during our last fiscal year, we qualify as an “emerging growth company” as defined in the
Jumpstart Our Business Startups Act of 2012, as amended (the “JOBS Act”). An “emerging growth company” may take advantage of reduced
reporting requirements that are otherwise applicable to public companies. These provisions include, but are not limited to:
 

 •  the option to present only two years of audited financial statements and only two years of related “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in this prospectus;

 

 •  not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002, as amended
(the “Sarbanes-Oxley Act”);

 

 
•  not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding

mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about the audit and the financial
statements (i.e., an auditor discussion and analysis);

 

 •  reduced disclosure obligations regarding executive compensation in our periodic reports, proxy statements and registration statements;
and

 

 
•  exemptions from the requirements of holding a nonbinding advisory vote of stockholders on executive compensation, stockholder

approval of any golden parachute payments not previously approved and having to disclose the ratio of the compensation of our chief
executive officer to the median compensation of our employees.

We may take advantage of these provisions until the last day of our fiscal year following the fifth anniversary of the completion of the initial public
offering of our securities. However, if (i) our annual gross revenue exceeds $1.235 billion, (ii) we issue more than $1.0 billion of non-convertible debt
in any three-year period or (iii) we become a “large accelerated filer” (as defined in Rule 12b-2 under the Exchange Act) prior to the end of such five-
year period, we will cease to be an emerging growth company. We will be deemed to be a “large accelerated filer” at such time that we (a) have an
aggregate worldwide market value of common equity securities held by non-affiliates of $700.0 million or more as of the last business day of our
most recently completed second fiscal quarter, (b) have been required to file annual and quarterly reports under the Exchange Act, for a period of at
least 12 months and (c) have filed at least one annual report pursuant to the Exchange Act.

We have elected to take advantage of certain of the reduced disclosure obligations in the registration statement of which this prospectus is a part and
may elect to take advantage of other reduced reporting requirements in future filings. As a result, the information that we provide to our stockholders
may be different than you might receive from other public reporting companies in which you hold equity interests.

In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for complying with new or
revised accounting standards. We have elected to use the extended transition period for complying with new or revised accounting standards. As a
result of this election, our financial statements may not be comparable to companies that comply with public company effective dates.
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THE OFFERING
 
Shares of common stock offered by us                  shares of common stock.
 
Underwriters’ option to purchase additional shares of
common stock

We have granted the underwriters a 30-day option to purchase up to             additional shares
of our common stock at the public offering price.

 
Shares of common stock outstanding after this
offering

                shares of common stock (or                shares of common stock if the underwriters
exercise their option in full).

 
Use of proceeds We intend to use the net proceeds of this offering primarily for general corporate purposes,

which may include, but is not limited to, working capital and capital expenditures.
 
Risk factors You should carefully read the “Risk Factors” beginning on page 7 and the other information

included in this prospectus for a discussion of factors you should consider carefully before
deciding to invest in our securities.

 
Nasdaq symbol for our common stock “NOGN”

The number of shares of our common stock to be outstanding upon completion of this offering is based on 66,694,295 shares of our common stock
outstanding as of September 30, 2022 and excludes:
 

 •  1,696,164 shares of our common stock issuable upon the exercise of outstanding stock options issued under the Prior Plan (as defined
herein) as of September 30, 2022, with a weighted average exercise price of $2.67 per share;

 

 •  Zero shares of our common stock issuable upon the exercise of outstanding stock options issued under the 2022 Incentive Plan (as
defined herein) as of September 30, 2022;

 

 •  Zero shares of our common stock issuable upon the vesting of restricted stock units issued under the 2022 Incentive Plan (as defined
herein) as of September 30, 2022;

 

 •  5,695,651 shares of our common stock issuable upon the conversion of Convertible Notes based on an initial conversion rate of 86.9565
shares of common stock per $1,000 principal amount of Convertible Notes;

 

 •  21,386,688 shares of our common stock issuable upon the exercise of Warrants with an exercise price of $11.50 per share; and
 

 •  1,396,419 shares of our common stock issuable upon the exercise of PIPE Warrants with an exercise price of $11.50 per share.

Unless otherwise indicated, all information in this prospectus reflects or assumes the following:
 

 •  no issuance or exercise of stock options, restricted stock units, Warrants, Convertible Notes or PIPE Warrants described above on or
after September 30, 2022; and

 

 •  no exercise by the underwriters of their option to purchase up to                additional shares of common stock in this offering.
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RISK FACTORS

You should carefully consider the risks and uncertainties described below and the other information in this prospectus before making an investment in our
securities. Our business, financial condition, results of operations, or prospects could be materially and adversely affected if any of these risks occurs, and
as a result, the market price of our securities could decline and you could lose all or part of your investment. This prospectus also contains forward-
looking statements that involve risks and uncertainties. See “Cautionary Statement Regarding Forward-Looking Statements.” Our actual results could
differ materially and adversely from those anticipated in these forward-looking statements as a result of certain factors, including those set forth below.

Risks Related to Our Business and Industry

We have a history of operating losses, and we may not be able to generate sufficient revenue to achieve and sustain profitability.

We have not yet achieved profitability. We incurred operating losses of approximately $27.6 million for the nine months ended September 30, 2022 and
$6.3 million, $2.1 million and $2.3 million for the years ended December 31, 2021, 2020 and 2019, respectively. As of December 31, 2021, we had an
accumulated deficit of $16.3 million. While we have experienced significant revenue growth over recent periods, we may not be able to sustain or increase
our growth or achieve profitability in the future. We intend to continue to invest heavily in sales and marketing efforts. In addition, we expect to incur
significant additional legal, accounting, and other expenses related to our being a public company as compared to when we were a private company. While
our revenue has grown in recent years, if our revenue declines or fails to grow at a rate faster than these increases in our operating expenses, we will not be
able to achieve and maintain profitability in future periods. As a result, we may continue to generate losses. We cannot assure you that we will achieve
profitability in the future or that, if we do become profitable, we will be able to sustain profitability. Additionally, we may encounter unforeseen operating
expenses, difficulties, complications, delays, and other unknown factors that may result in losses in future periods. If these losses exceed our expectations
or our revenue growth expectations are not met in future periods, our financial performance will be harmed.

We have experienced strong growth in recent periods, and our recent growth rates may not be indicative of our future growth.

We have experienced strong growth in recent years. In future periods, we may not be able to sustain revenue growth consistent with recent history, or at
all. We believe our revenue growth depends on a number of factors, including our ability to:
 

 •  attract new customers and retain and increase sales to existing customers;
 

 •  maintain and expand our relationships with our customers;
 

 •  develop our existing CaaS platform and introduce new functionality to our CaaS platform; and
 

 •  expand into new market segments and internationally.

We may not accomplish any of these objectives and, as a result, it is difficult for us to forecast our future revenue or revenue growth. If our assumptions are
incorrect or change in reaction to changes in our market, or if we are unable to maintain consistent revenue or revenue growth, our stock price could be
volatile, and it may be difficult to achieve and maintain profitability. You should not rely on our revenue for any prior periods as any indication of our
future revenue or revenue growth.
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Our future revenue and operating results will be harmed if we are unable to acquire new customers, retain existing customers, expand sales to our
existing customers, develop new functionality for our CaaS platform that achieves market acceptance, or the increase in ecommerce during the
COVID-19 pandemic fails to continue after the pandemic ends.

In order to continue to grow our business, we must continue to acquire new customers to purchase and use our CaaS platform. Our success in adding new
customers depends on numerous factors, including our ability to: (1) offer a compelling ecommerce platform, (2) execute our sales and marketing strategy,
(3) attract, effectively train and retain new sales, marketing, professional services, and support personnel in the markets we pursue, (4) develop or expand
relationships with partners, payment providers, systems integrators, and resellers, (5) expand into new geographies and market segments, and
(6) efficiently onboard new customers to our CaaS platform.

Our ability to increase revenue also depends, in part, on our ability to retain existing customers and to sell additional functionality and adjacent services to
our existing and new customers. Our customers have no obligation to renew their contracts with our solutions after the expiration of their initial
subscription period. In order for us to maintain or improve our results of operations, it is important that our customers renew their contracts with us on the
same or more favorable terms to us. Our ability to increase sales to existing customers depends on several factors, including their experience with
implementing and using our CaaS platform, their ability to integrate our CaaS platform with other technologies, and our pricing model.

Our ability to generate revenue may be inconsistent across small and midsize businesses, mid-market, and large enterprise customers. If we experience
limited or inconsistent growth in any of these customer sets, particularly our large enterprise customers, our business, financial condition, and operating
results could be adversely affected.

We may not be able to successfully implement our growth strategy on a timely basis or at all.

Our future growth, profitability and cash flows depend upon our ability to successfully implement our growth strategy, which, in turn, is dependent upon a
number of factors, including our ability to:
 

 •  grow our current customer base;
 

 •  acquire new customers;
 

 •  scale our business model;
 

 •  expand our customer location footprint;
 

 •  build on our success in payments and financial solutions;
 

 •  expand our presence within verticals; and
 

 •  selectively pursue strategic and value-enhancing acquisitions.

There can be no assurance that we can successfully achieve any or all of the above initiatives in the manner or time period that we expect. Further,
achieving these objectives will require investments which may result in short-term costs without generating any current revenue and therefore may be
dilutive to our earnings. We cannot provide any assurance that we will realize, in full or in part, the anticipated benefits we expect our strategy will
achieve. The failure to realize those benefits could have a material adverse effect on our business, financial condition and results of operations.
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Failure to effectively develop and expand our marketing and sales capabilities could harm our ability to increase our customer base and achieve
broader market acceptance of our CaaS platform. If we are not able to generate traffic to our website through digital marketing, our ability to attract
new customers may be impaired.

Our ability to increase our customer base and achieve broader market acceptance of our CaaS platform will depend on our ability to expand our marketing
and sales operations. We plan to continue increasing the size of our sales force. We also plan to dedicate significant resources to sales and marketing
programs, including search engine and other online advertising. The effectiveness of our online advertising may vary due to competition for key search
terms, changes in search engine use and changes in search algorithms used by major search engines and other digital marketing platforms. Our business
and operating results will be harmed if our sales and marketing efforts do not generate a corresponding increase in revenue. We may not achieve
anticipated revenue growth from increasing the size of our sales force if we are unable to hire, develop, and retain talented sales personnel, if our new sales
personnel are unable to achieve desired productivity levels in a reasonable period of time, or if our sales and marketing programs are not effective.

If the cost of marketing our CaaS platform over search engines or other digital marketing platforms increases, our business and operating results could be
adversely affected. Competitors also may bid on the search terms that we use to drive traffic to our website. Such actions could increase our marketing
costs and result in decreased traffic to our website.

Furthermore, search engines and digital marketing platforms may change their advertising policies from time to time. If these policies delay or prevent us
from advertising through these channels, it could result in reduced traffic to our website and subscriptions to our CaaS platform. New search engines and
other digital marketing platforms may develop, particularly in specific jurisdictions, that reduce traffic on existing search engines and digital marketing
platforms. If we are not able to achieve prominence through advertising or otherwise, we may not achieve significant traffic to our website through these
new platforms and our business and operating results could be adversely affected.

Given these factors, it is difficult to predict whether and when a sale will be completed, and when revenue from a sale will be recognized. Consequently, a
shortfall in demand for our CaaS platform and services or a decline in new or renewed contracts in a given period may not significantly reduce our revenue
for that period but could negatively affect our revenue in future periods.

If we fail to maintain or grow our brand recognition, our ability to expand our customer base will be impaired and our financial condition may suffer.

We believe maintaining and growing the Nogin brand is important to supporting continued acceptance of our existing and future solutions, attracting new
customers to our CaaS platform, and retaining existing customers. We also believe that the importance of brand recognition will increase as competition in
our market increases. Successfully maintaining our brand will depend largely on the effectiveness of our marketing efforts, our ability to provide a reliable
and useful CaaS platform to meet the needs of our customers at competitive prices, our ability to maintain our customers’ trust, our ability to continue to
develop new functionality and solutions, and our ability to successfully differentiate our CaaS platform. Brand promotion activities may not generate
customer awareness or yield increased revenue. Even if they do, any increased revenue may not offset the expenses we incurred in building our brand. If
we fail to successfully promote and maintain our brand, we may fail to attract enough new customers or retain our existing customers to realize a
sufficient return on our brand-building efforts, and our business could suffer.

If we fail to offer high quality support, our business and reputation could suffer.

Our customers rely on our personnel for support related to our subscription and customer solutions. High-quality support is important for the renewal and
expansion of our agreements with existing customers. The importance of
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high-quality support will increase as we expand our business and pursue new customers, particularly large enterprise customers. If we do not help our
customers quickly resolve issues and provide effective ongoing support, our ability to sell new software to existing and new customers could suffer and
our reputation with existing or potential customers could be harmed.

If we fail to improve and enhance the functionality, performance, reliability, design, security and scalability of our CaaS platform and innovate and
introduce new solutions in a manner that responds to our customers’ evolving needs, our business may be adversely affected.

The markets in which we compete are characterized by constant change and innovation and we expect them to continue to evolve rapidly. Our success has
been based on our ability to identify and anticipate the needs of our customers and design platforms that provide them with the breadth of tools they need
to operate and grow their businesses. Our ability to attract new customers, retain revenue from existing customers and increase sales to both new and
existing customers will depend in large part on our ability to continue to improve and enhance the functionality, performance, reliability, design, security
and scalability of our CaaS platform and to innovate and introduce new solutions.

We expect that new services and technologies applicable to the industries in which we operate will continue to emerge and evolve, including developments
in POS, eCommerce and payments technology. Other potential changes are on the horizon as well, notably in the payments space, such as developments in
real-time payments, blockchain, crypto-currencies and in tokenization, which replaces sensitive data (e.g., payment card information) with symbols
(tokens) to keep data safe in the event of a breach. Similarly, there is rapid innovation in the provision of other products and services to businesses,
including tailored financial solutions and marketing services. These new services and technologies may be superior to, impair, or render obsolete the
products and services we currently offer or the technologies we currently use to provide them. We have in the past, and may experience in the future,
difficulties with software development that could delay or prevent the development, introduction or implementation of new solutions and enhancements.
Software development involves a significant amount of time for our research and development team, as it can take our developers months to update, code
and test new and upgraded solutions and integrate them into our CaaS platform. We must also continually update, test and enhance our software platforms.
For example, our design team spends a significant amount of time and resources incorporating various design enhancements, such as customized colors,
fonts, content and other features, into our CaaS platform. The continual improvement and enhancement of our CaaS platform requires significant
investment and we may not have the resources to make such investment. Our improvements and enhancements may not result in our ability to recoup our
investments in a timely manner, or at all. We may make significant investments in new solutions or enhancements that may not achieve expected returns.
The success of any enhancement or new solution depends on several factors, including the timely completion and market acceptance of the enhancement or
new solution. Our ability to develop new enhancements or solutions may also be inhibited by industry-wide standards, payment card networks, laws and
regulations, resistance to change by customers, difficulties relating to integration or compatibility with third-party software or hardware, or third parties’
intellectual property rights.

Any new solution we develop or acquire might not be introduced in a timely or cost-effective manner and might not achieve the broad market acceptance
necessary to generate significant revenue. Improving and enhancing the functionality, performance, reliability, design, security and scalability of our CaaS
platform is expensive, time-consuming and complex, and to the extent we are not able to do so in a manner that responds to our customers’ evolving needs,
our business, operating results and financial condition will be adversely affected.

Payment transactions on our CaaS platform subject us to regulatory requirements, additional fees, and other risks that could be costly and difficult to
comply with or that could harm our business.

We are required by our payment processors to comply with payment card network operating rules and we have agreed to reimburse our payment
processors for any fees or fines that are assessed by payment card networks as a
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result of any rule violations by us or our customers. The payment card networks set and interpret the payment card industry rules, certification
requirements and rules governing electronic funds transfer, any of which could change or be reinterpreted to make it more difficult for us to comply. We
face the risk that one or more payment card networks or other processors may, at any time, assess penalties against us, against our customers, or terminate
our ability to accept credit card payments or other forms of online payments from shoppers. This would have an adverse effect on our business, financial
condition, and operating results.

If we fail to comply with the payment card network rules, including the Payment Card Industry Data Security Standard (“PCI-DSS”) and those of each of
the credit card brands, we would breach our contractual obligations to our payment processors, financial institutions, partners, and customers. Such a
failure may subject us to fines, penalties, damages, higher transaction fees, and civil liability. It could prevent us from processing or accepting payment
cards or lead to a loss of payment processor partners, even if customer or shopper information has not been compromised.

Activities of customers, their shoppers, and our partners could damage our brand, subject us to liability and harm our business and financial results.

Our terms of service prohibit our customers from using our CaaS platform to engage in illegal activities and our terms of service permit us to take down a
customer’s shop if we become aware of illegal use. Customers may nonetheless engage in prohibited or illegal activities or upload store content in
violation of applicable laws, which could subject us to liability. Our partners may engage in prohibited or illegal activities, which could subject us to
liability. Furthermore, our brand may be negatively impacted by the actions of customers or partners that are deemed to be hostile, offensive,
inappropriate, or illegal. We do not proactively monitor or review the appropriateness of the content of our customers’ stores or our partners’ activities.
Our safeguards may not be sufficient for us to avoid liability or avoid harm to our brand. Hostile, offensive, inappropriate, or illegal use could adversely
affect our business and financial results.

In many jurisdictions, laws relating to the liability of providers of online services for activities of their shoppers and other third parties are being tested by
actions based on defamation, invasion of privacy, unfair competition, copyright and trademark infringement, and other theories. Any court ruling or other
governmental regulation or action that imposes liability on customers of online services in connection with the activities of their shoppers could harm our
business. We could also be subject to liability under applicable law, which may not be fully mitigated by our terms of service. Any liability attributed to us
could adversely affect our brand, reputation, ability to expand our subscriber base, and financial results.

We are dependent upon customers’ continued and unimpeded access to the internet, and upon their willingness to use the internet for commerce.

Our success depends upon the general public’s ability to access the internet, including through mobile devices, and its continued willingness to use the
internet to pay for purchases, communicate, access social media, research and conduct commercial transactions. The adoption of any laws or regulations
that adversely affect the growth, popularity or use of the internet, including changes to laws or regulations impacting internet neutrality, could decrease the
demand for our CaaS platform, increase our operating costs, or otherwise adversely affect our business. Given uncertainty around these rules, we could
experience discriminatory or anti-competitive practices that could impede both our and our customers’ growth, increase our costs or adversely affect our
business. In the future, providers of internet browsers could introduce new features that would make it difficult for customers to use our CaaS platform. In
addition, internet browsers for desktop, tablets or mobile devices could introduce new features, or change existing browser specifications, such that they
would be incompatible with our CaaS platform. If customers become unable, unwilling or less willing to use the internet for commerce for any reason,
including lack of access to high-speed communications equipment, congestion of traffic on the internet, internet outages or delays, disruptions or other
damage to customers’ computers, increases in the cost of accessing the internet and security and privacy risks or the perception of such risks, our business
could be adversely affected.
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The COVID-19 pandemic may continue to materially and adversely affect our business, financial condition and results of operations.

The COVID-19 pandemic, the measures attempting to contain and mitigate the effects of the COVID-19 pandemic, including stay-at-home, business
closure, and other restrictive orders, and the resulting changes in consumer behaviors, have disrupted our normal operations and impacted our employees,
suppliers, partners, and customers. We expect these disruptions and impacts to continue. In response to the COVID-19 pandemic, we have taken a number
of actions that have impacted and continue to impact our business, including transitioning employees across all our offices (including our corporate
headquarters) to remote work-from-home arrangements and imposing travel and related restrictions. While we believe these actions were reasonable and
necessary as a result of the COVID-19 pandemic, they were disruptive to our business and could adversely impact our results of operations. Given the
continued spread of COVID-19 and the resultant personal, economic, and governmental reactions, we may have to take additional actions in the future that
could harm our business, financial condition, and results of operations. While we have a distributed workforce and our employees are accustomed to
working remotely or working with other remote employees, our workforce has not historically been fully remote. Prior to the COVID-19 pandemic,
certain of our employees traveled frequently to establish and maintain relationships with one another and with our customers, partners, and investors. We
continue to monitor the situation and may adjust our current policies as more information and guidance become available. Suspending travel and doing
business in-person on a long-term basis could negatively impact our marketing efforts, our ability to enter into customer contracts in a timely manner, and
our ability to recruit employees across the organization. These changes could negatively impact our sales and marketing in particular, which could have
longer-term effects on our sales pipeline, or create operational or other challenges as our workforce remains predominantly remote. Any of these impacts
could harm our business. In addition, our management team has spent, and will likely continue to spend, significant time, attention, and resources
monitoring the COVID-19 pandemic and associated global economic uncertainty and seeking to manage its effects on our business and workforce. As our
offices reopen, planning and risk management for these reopenings will require further additional time from management and other employees, which may
further reduce the amount of time available for other initiatives.

The degree to which COVID-19 and related vaccines will affect our business and results of operations will depend on future developments that are highly
uncertain and cannot currently be predicted. These developments include, but are not limited to, the duration, extent, and severity of the COVID-19
pandemic, actions taken to contain the COVID-19 pandemic, the impact of the COVID-19 pandemic and related restrictions on economic activity and
domestic and international trade, the timing and deployment of any vaccine, and the extent of the impact of these and other factors on our employees,
suppliers, partners, and customers. While certain COVID-19 vaccines have recently been approved and have become available for use in the United States
and certain other countries, we are unable to predict when those vaccines will become widely available, how widely utilized the vaccines will be, whether
they will be effective in preventing the spread of COVID-19, and when or if normal economic activity and business operations will resume. The COVID-19
pandemic and related restrictions could limit our customers’ ability to continue to operate, to obtain inventory, generate sales, or make timely payments to
us. It could disrupt or delay the ability of employees to work because they become sick or are required to care for those who become sick, or for
dependents for whom external care is not available. It could cause delays or disruptions in services provided by key suppliers and vendors, make us, our
partners, and our service providers more vulnerable to security breaches, denial of service attacks or other hacking or phishing attacks, or cause other
unpredictable effects.

The COVID-19 pandemic also has caused heightened uncertainty in the global economy. If economic conditions further deteriorate, consumers may not
have the financial means to make purchases from our customers and may delay or reduce discretionary purchases, negatively impacting our customers and
our results of operations. Uncertainty from the pandemic may cause prospective or existing customers to defer investment in ecommerce. Our SMB
customers may be more susceptible to general economic conditions than larger businesses, which may have greater liquidity and access to capital.
Uncertain and adverse economic conditions also may lead to increased refunds and chargebacks. Since the impact of COVID-19 is ongoing, the effect of
the COVID-19
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pandemic and the related impact on the global economy may not be fully reflected in our results of operations until future periods. Volatility in the capital
markets has been heightened during recent months and such volatility may continue, which may cause declines in the price of our common stock.

To the extent there is a sustained general economic downturn and our software and CaaS platform is perceived by customers and potential customers as
costly, or too difficult to deploy or migrate to, our revenue may be disproportionately affected. Our revenue may also be disproportionately affected by
delays or reductions in general information technology spending. Competitors, many of whom are larger and more established than we are, may respond to
market conditions by lowering prices and attempting to lure away our customers. In addition, the increased pace of consolidation in certain industries may
result in reduced overall spending on our subscription offerings and related services. We cannot predict the timing, strength, or duration of any economic
slowdown, instability, or recovery, generally or within any particular industry. If the economic conditions of the general economy or markets in which we
operate worsen from present levels, our business, results of operations, and financial condition could be materially and adversely affected.

Natural catastrophic events and man-made problems such as power disruptions, computer viruses, global pandemics, data security breaches and
terrorism may disrupt our business.

We rely heavily on our network infrastructure and IT systems for our business operations. An online attack, damage as a result of civil unrest, earthquake,
fire, terrorist attack, power loss, global pandemics (such as the COVID-19 pandemic), telecommunications failure, or other similar catastrophic event could
cause system interruptions, delays in accessing our service, reputational harm, and loss of critical data. Such events could prevent us from providing our
CaaS platform to our customers. A catastrophic event that results in the destruction or disruption of our data centers, or our network infrastructure or IT
systems, including any errors, defects, or failures in third-party hardware, could affect our ability to conduct normal business operations, and adversely
affect our operating results.

In addition, as computer malware, viruses, computer hacking, fraudulent use attempts, and phishing attacks have become more prevalent, we face
increased risk from these activities. These activities threaten the performance, reliability, security, and availability of our CaaS platform. Any computer
malware, viruses, computer hacking, fraudulent use attempts, phishing attacks, or other data security breaches to our systems could, among other things,
harm our reputation and our ability to retain existing customers and attract new customers. Many companies that provide cloud-based services have
reported a significant increase in cyberattack activity since the beginning of the COVID-19 pandemic.

If we fail to manage our growth effectively, we may be unable to execute our business plan, maintain high levels of service and customer satisfaction
or adequately address competitive challenges.

We may continue to experience rapid growth and organizational change, which may continue to place significant demands on our management and our
operational and financial resources. We have also experienced growth in the number of customers, the amount of transactions we process, and the amount
of data that our hosting infrastructure supports. Our success will depend in part on our ability to manage this growth effectively. We will require significant
capital expenditures and valuable management resources to grow without undermining our culture of innovation, teamwork, and attention to customer
success, which has been central to our growth so far. If we fail to manage our anticipated growth and change in a manner that preserves our corporate
culture, it could negatively affect our reputation and ability to retain and attract customers and employees.

We intend to expand our international operations in the future. Our expansion will continue to place a significant strain on our managerial, administrative,
financial, and other resources. If we are unable to manage our growth successfully, our business and results of operations could suffer.

It is important that we maintain a high level of customer service and satisfaction as we expand our business. As our customer base continues to grow, we
will need to expand our account management, customer service, and
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other personnel. Failure to manage growth could result in difficulty or delays in launching our CaaS platform, declines in quality or customer satisfaction,
increases in costs, difficulties in introducing new features, or other operational difficulties. Any of these could adversely impact our business performance
and results of operations.

We may acquire or invest in companies, which may divert our management’s attention and result in additional dilution to our stockholders. We may
be unable to integrate acquired businesses and technologies successfully or achieve the expected benefits of such acquisitions.

We may evaluate and consider potential strategic transactions, including acquisitions of, or investments in, businesses, technologies, services, products,
and other assets in the future. An acquisition, investment or business relationship may result in unforeseen operating difficulties and expenditures. In
particular, we may encounter difficulties assimilating or integrating the businesses, technologies, products, personnel, or operations of the acquired
companies. Key personnel of the acquired companies may choose not to work for us, their software may not be easily adapted to work with ours, or we
may have difficulty retaining the customers of any acquired business due to changes in ownership, management, or otherwise. We may also experience
difficulties integrating personnel of the acquired company into our business and culture. Acquisitions may also disrupt our business, divert our resources
and require significant management attention that would otherwise be available for development of our existing business. The anticipated benefits of any
acquisition, investment, or business relationship may not be realized or we may be exposed to unknown risks or liabilities.

Negotiating these transactions can be time-consuming, difficult, and expensive, and our ability to close these transactions may often be subject to
approvals that are beyond our control. Consequently, these transactions, even if undertaken and announced, may not close. For one or more of those
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 retaining key employees of the acquired company or integrating diverse software codes or business cultures; and
 

 •  become subject to adverse tax consequences, substantial depreciation, or deferred compensation charges.

We face intense competition, especially from well-established companies offering solutions and related applications. We may lack sufficient financial
or other resources to maintain or improve our competitive position, which may harm our ability to add new customers, retain existing customers, and
grow our business.

The market for ecommerce solutions is evolving and highly competitive. We expect competition to increase in the future from established competitors and
new market entrants. With the introduction of new technologies and the entry of new companies into the market, we expect competition to persist and
intensify in the future. This could harm our ability to increase sales, maintain or increase renewals, and maintain our prices. We face intense competition
from other software companies that may offer related ecommerce platform software solutions and services. Our competitors include larger companies that
have acquired ecommerce platform solution providers in recent years. We also compete with custom software internally developed within ecommerce
businesses. In addition, we face competition from niche companies that offer point products that attempt to address certain of the problems that our CaaS
platform solves.

Merger and acquisition activity in the technology industry could increase the likelihood that we compete with other large technology companies. Many of
our existing competitors have, and our potential competitors could have, substantial competitive advantages such as greater name recognition, longer
operating histories, larger sales
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and marketing budgets and resources, greater customer support resources, lower labor and development costs, larger and more mature intellectual property
portfolios, and substantially greater financial, technical and other resources.

Some of our larger competitors also have substantially broader product lines and market focus and will therefore not be as susceptible to downturns in a
particular market. Conditions in our market could change rapidly and significantly as a result of technological advancements, partnering by our
competitors, or continuing market consolidation. New start-up companies that innovate, and large companies that are making significant investments in
research and development, may invent similar or superior products and technologies that compete with our CaaS platform. In addition, some of our
competitors may enter into new alliances with each other or may establish or strengthen cooperative relationships with agency partners, technology and
application providers in complementary categories, or other parties. Furthermore, ecommerce on large marketplaces, such as Amazon, could increase as a
percentage of all ecommerce activity, thereby reducing customer traffic to individual customer websites. Any such consolidation, acquisition, alliance or
cooperative relationship could lead to pricing pressure, a loss of market share, or a smaller addressable share of the market. It could also result in a
competitor with greater financial, technical, marketing, service, and other resources, all of which could harm our ability to compete.

We may need to reduce or change our pricing model to remain competitive.

We price our platform, which is provided as a revenue-sharing model, based on a combination of GMV and services. We expect that we may need to
change our pricing from time to time. As new or existing competitors introduce products that compete with ours or reduce their prices, we may be unable
to attract new customers or retain existing customers. We also must determine the appropriate price to enable us to compete effectively internationally.
Large enterprise customers may demand substantial price discounts as part of the negotiation of sales contracts. As a result, we may be required or choose
to reduce our prices or otherwise change our pricing model, which could adversely affect our business, operating results, and financial condition.

If we fail to adapt and respond effectively to rapidly changing technology, evolving industry standards, and changing customer needs or preferences,
our CaaS platform may become less competitive.

The software industry is subject to rapid technological change, evolving industry standards and practices, and changing customer needs and preferences.
The success of our business will depend, in part, on our ability to adapt and respond effectively to these changes on a timely basis. We may introduce
significant changes to our CaaS platform or develop and introduce new and unproven services, including using technologies with which we have little or
no prior development or operating experience. If we are unable to develop and sell new technology, features, and functionality for our CaaS platform that
satisfy our customers and that keep pace with rapid technological and industry change, our revenue and operating results could be adversely affected. If
new technologies emerge that deliver competitive solutions at lower prices, more efficiently, more conveniently, or more securely, it could adversely
impact our ability to compete.

Our CaaS platform must also integrate with a variety of network, hardware, mobile, and software platforms and technologies. We need to continuously
modify and enhance our CaaS platform to adapt to changes and innovation in these technologies. If businesses widely adopt new ecommerce technologies,
we would have to develop new functionality for our CaaS platform to work with those new technologies. This development effort may require significant
engineering, marketing and sales resources, all of which would affect our business and operating results. Any failure of our CaaS platform to operate
effectively with future technologies could reduce the demand for our CaaS platform. If we are unable to respond to these changes in a cost-effective
manner, our CaaS platform may become less marketable and less competitive or obsolete, and our operating results may be negatively affected.
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We anticipate that our operations will continue to increase in complexity as we grow, which will create management challenges.

Our business has experienced strong growth and is complex. We expect this growth to continue and for our operations to become increasingly complex. To
manage this growth, we continue to make substantial investments to improve our operational, financial, and management controls as well as our reporting
systems and procedures. We may not be able to implement and scale improvements to our systems and processes in a timely or efficient manner or in a
manner that does not negatively affect our operating results. For example, we may not be able to effectively monitor certain extraordinary contract
requirements or individually negotiated provisions as the number of transactions continues to grow. Our systems and processes may not prevent or detect
all errors, omissions, or fraud. We may have difficulty managing improvements to our systems, processes and controls or in connection with third-party
software. This could impair our ability to provide our CaaS platform to our customers, causing us to lose customers, limiting our CaaS platform to less
significant updates, or increasing our technical support costs. If we are unable to manage this complexity, our business, operations, operating results and
financial condition may suffer.

As our customer base continues to grow, we will need to expand our services and other personnel, and maintain and enhance our partnerships, to provide a
high level of customer service. Extended stay-at-home, business closure, and other restrictive orders may impact our ability to identify, hire, and train new
personnel. We also will need to manage our sales processes as our sales personnel and partner network continue to grow and become more complex, and
as we continue to expand into new geographies and market segments. If we do not effectively manage this increasing complexity, the quality of our CaaS
platform and customer service could suffer, and we may not be able to adequately address competitive challenges. These factors could impair our ability to
attract and retain customers and expand our customers’ use of our CaaS platform.

The loss of one or more key employees or an inability to attract and retain highly skilled employees may adversely affect our business.

From time to time, our executive management team may change from the hiring or departure of executives, which could disrupt our business. We do not
have employment agreements with our executive officers or other key personnel that require them to continue to work for us for any specified period;
therefore, they could terminate their employment with us at any time. The loss of one or more of our executive officers or key employees (including any
limitation on the performance of their duties or short term or long-term absences as a result of COVID-19) could have a serious adverse effect on our
business.

To execute our growth plan, we must attract and retain highly qualified personnel. Competition for these personnel is intense, especially for experienced
software engineers and senior sales executives. If we are unable to attract such personnel in cities where we are located, we may need to hire in other
locations, which may add to the complexity and costs of our business operations. We expect to continue to experience, difficulty in hiring and retaining
employees with appropriate qualifications. Extended stay-at-home, business closure, and other restrictive orders may impact our ability to identify, hire,
and train new personnel. Many of the companies with which we compete for experienced personnel have greater resources than we have. If we hire
employees from competitors or other companies, their former employers may attempt to assert that these employees or we have breached legal
obligations, resulting in a diversion of our time and resources. In addition, job candidates and existing employees often consider the value of the stock
awards they receive in connection with their employment. If the perceived value of our stock awards declines, it may adversely affect our ability to recruit
and retain highly skilled employees. If we fail to attract new personnel or fail to retain and motivate our current personnel, it could adversely affect our
business and future growth prospects.

If we are unable to hire, retain and motivate qualified personnel, our business will suffer.

Our future success depends, in part, on our ability to continue to attract and retain highly skilled personnel. Our ability to identify, hire, develop, motivate
and retain qualified personnel will directly affect our ability to
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maintain and grow our business, and such efforts will require significant time, expense and attention. The inability to attract or retain qualified personnel
or delays in hiring required personnel may seriously harm our business, financial condition and operating results. Our ability to continue to attract and
retain highly skilled personnel, specifically employees with technical and engineering skills and employees with high levels of experience in designing and
developing software and internet-related services, will be critical to our future success. The continued existence of a remote working environment may
negatively impact our ability to hire, retain and motivate talent. Competition for highly skilled personnel in the geographic areas in which we operate can
be intense due in part to the more limited pool of qualified personnel as compared to other places in the world. In addition, to the extent we hire personnel
from competitors, we may be subject to allegations that they have been improperly solicited or have divulged proprietary or other confidential
information. While we have in the past and intend to continue to issue options or other equity awards as key components of our overall compensation and
employee attraction and retention efforts, we are required under GAAP to recognize compensation expense in our operating results for employee stock-
based compensation under our equity grant programs which may increase the pressure to limit stock-based compensation.

If we are unable to maintain our corporate culture as we grow, we could lose the innovation, teamwork, passion and focus on execution that we believe
contribute to our success, and our business may be harmed.

We believe a portion of our success has been our corporate culture. We have invested substantial time and resources in building our team. As we grow and
develop our infrastructure as a public company, our operations may become increasingly complex. We may find it difficult to maintain these important
aspects of our corporate culture. If we are required to maintain work-from-home arrangements for a significant period of time, it may impact our ability to
preserve our corporate culture. Any failure to preserve our culture could negatively affect our future success, including our ability to retain and recruit
personnel, and to effectively focus on and pursue our corporate objectives.

Mobile devices are increasingly being used to conduct commerce, and if our CaaS platform does not operate as effectively when accessed through
these devices, our customers and their shoppers may not be satisfied with our services, which could harm our business.

Ecommerce transacted over mobile devices continues to grow more rapidly than desktop transactions. We are dependent on the interoperability of our
CaaS platform with third-party mobile devices and mobile operating systems as well as web browsers that are out of our control. Changes in such devices,
systems, or web browsers that degrade the functionality of our CaaS platform or give preferential treatment to competitive services could adversely affect
usage of our CaaS platform. Mobile ecommerce is a key element in our strategy and effective mobile functionality is integral to our long-term
development and growth strategy. If our customers and their shoppers have difficulty accessing and using our CaaS platform on mobile devices, our
business and operating results could be adversely affected.

If our software or hardware contains serious errors or defects, we may lose revenue and market acceptance and may incur costs to defend or settle
claims with our customers.

Software such as ours often contains errors, defects, security vulnerabilities or software bugs that are difficult to detect and correct, particularly when first
introduced or when new versions or enhancements are released. Despite internal testing, our CaaS platform may contain serious errors or defects, security
vulnerabilities or software bugs that we may be unable to successfully correct in a timely manner or at all, which could result in lost revenue, significant
expenditures of capital, a delay or loss in market acceptance and damage to our reputation and brand, any of which could have an adverse effect on our
business, financial condition and results of operations. Furthermore, our CaaS platform is a multi-tenant cloud-based system that allow us to deploy new
versions and enhancements to all of our customers simultaneously. To the extent we deploy new versions or enhancements that contain errors, defects,
security vulnerabilities or software bugs to all of our customers of a single platform simultaneously, the consequences would be more severe than if such
versions or enhancements
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were only deployed to a smaller number of our customers. Additionally, our hardware products may have defects in design, manufacture, or associated
software. Such defects could exposes us to product liability claims, litigation or regulatory action.

Since our customers use our services for processes that are critical to their businesses, errors, defects, security vulnerabilities, service interruptions or
software bugs in our CaaS platform could result in losses to our customers. Our customers may seek significant compensation from us for any losses they
suffer or cease conducting business with us altogether. Further, a customer could share information about bad experiences on social media, which could
result in damage to our reputation and loss of future sales. There can be no assurance that provisions typically included in our agreements with our
customers that attempt to limit our exposure to claims would be enforceable or adequate or would otherwise protect us from liabilities or damages with
respect to any particular claim. Even if not successful, a claim brought against us by any of our customers would likely be time-consuming and costly to
defend and could seriously damage our reputation and brand, making it harder for us to sell our solutions.

We store personal information of our employees, business partners, our customers and their shoppers or end-users. If the security of this information
is compromised or is otherwise accessed without authorization, our reputation may be harmed and we may be exposed to liability and loss of business.

We collect, transmit, use, disclose, process and store personal information and other confidential information of our customers’ shoppers or end-users.
Third-party applications available on our CaaS platform and mobile applications may also store personal information, credit card information, and other
confidential information. We generally cannot and do not proactively monitor the content that our customers’ shoppers or end-users upload or the
information provided to us through the applications integrated with our ecommerce platform; therefore, we do not control the substance of the content on
our servers, which may include personal information.

We use third-party service providers and subprocessors to help us deliver services to our customers’ shoppers or end-users. These service providers and
subprocessors may also collect, transmit, use, disclose, store and process personal information, credit card information and/or other confidential
information. Such information, and the information technology systems that store such information, may be the target of unauthorized access or subject to
security breaches and other incidents, including as a result of third-party action, employee or contractor error, nation state malfeasance, malware, phishing,
computer hackers, system error, software bugs or defects, process failure or otherwise. Many companies that provide these services have reported a
significant increase in cyberattack activity since the beginning of the COVID-19 pandemic. Any of these could (a) result in the loss of information,
litigation, indemnity obligations, damage to our reputation and other liability, or (b) have a material adverse effect on our business, financial condition,
and results of operations.

Because the techniques used to obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are launched
against a target, we may be unable to anticipate these techniques or to implement adequate preventative measures. Even if such a data breach did not arise
out of our action or inaction, or if it were to affect one or more of our competitors or our customers’ competitors, rather than us, the resulting concern
could negatively affect our customers, our customers’ shoppers or end-users, and our business. Concerns regarding data privacy and security may cause
some of our customers or our customers’ shoppers or end-users to stop using our CaaS platform and fail to renew their subscriptions. In addition, failures
to meet our customers’ or shoppers’ or end-users’ expectations with respect to security and confidentiality of their data and information could damage our
reputation and affect our ability to retain customers, attract new customers, and grow our business.

Our failure to comply with legal, contractual, or standards-based requirements around the security of personal information could lead to significant fines
and penalties, as well as claims by our customers, their shoppers or end-users, or other stakeholders. These proceedings or violations could force us to
spend money in defense or settlement of these proceedings, result in the imposition of monetary liability or injunctive relief, divert
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management’s time and attention, increase our costs of doing business, and materially adversely affect our reputation and the demand for our CaaS
platform.

Further, our insurance coverage, including coverage for errors and omissions and cyber liability, may not continue to be available on acceptable terms or
may not be available in sufficient amounts to cover one or more large claims. Our insurers could deny coverage as to any future claim and our cyber
liability coverage may not adequately protect us against any losses, liabilities and costs that we may incur. The successful assertion of one or more large
claims against us, or 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.

We are also subject to federal, state, and foreign laws regarding cybersecurity and the protection of data. Many jurisdictions have enacted laws requiring
companies to notify individuals of security breaches involving certain types of personal information. Our agreements with certain customers and partners
require us to notify them of certain security incidents. Some jurisdictions and customers require us to safeguard personal information or confidential
information using specific measures. If we fail to observe these requirements, our business, operating results, and financial condition could be adversely
affected.

A cyberattack, security breach or other unauthorized access or interruption to our information technology systems or those of our third-party service
providers could delay or interrupt service to our customers and their customers, harm our reputation or subject us to significant liability.

Cybersecurity threats, privacy breaches, insider threats or other incidents and malicious internet-based activity continue to increase, evolve in nature and
become more sophisticated. Information security risks for companies such as ours have significantly increased in recent years in part because of the
proliferation of new technologies, the use of internet and telecommunications technologies to conduct financial transactions, and the increased
sophistication and activities of organized crime, hackers, terrorists and other external parties, as well as nation-state and nation-state-supported actors.

Many companies that provide services similar to ours have also reported a significant increase in cyberattack activity since the beginning of the COVID-19
pandemic. In addition, in the past, some of our customers have been subject to distributed denial of service attacks (“DDoS”), a technique used by hackers
to take an internet service offline by overloading its servers. Our CaaS platform may be subject to similar DDoS attacks in the future. In addition, because
we leverage third-party partners and service providers, including cloud, software, data center and other critical technology vendors to deliver our solutions,
we rely heavily on the data security practices and policies adopted by these third-party service providers. Our ability to monitor our third-party service
providers’ data security is limited. A vulnerability in our third-party service providers’ 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. In addition, we may also become liable in the event our third-party
service providers and subprocessors are subject to security breaches, privacy breaches or other cybersecurity threats. We cannot guarantee that any similar
incidents may not occur again and adversely affect our operations. We and our third-party service providers and partners may be unable to anticipate or
prevent techniques used in the future to obtain unauthorized access or to sabotage systems and cannot guarantee that applicable recovery systems, security
protocols, network protection mechanisms and other procedures are or will be adequate to prevent network and service interruption, system failure or data
loss. Since techniques used to obtain unauthorized access change frequently and the sophistication and size of DDoS and other cybersecurity attacks is
increasing, we may be unable to implement adequate preventative measures or stop the attacks while they are occurring. Any actual or perceived DDoS
attack or other security breach or incident could delay or interrupt service to our customers and their customers, could result in loss, compromise,
corruption or disclosure of confidential information, intellectual property and sensitive and personal data or data we rely on to provide our solutions, may
deter consumers from visiting our customers’ shops, damage our reputation and brand, expose us
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to a risk of litigation, indemnity obligations and damages for breach of contract, cause us to incur significant liability and financial loss and be subject to
regulatory scrutiny, investigations, proceedings and penalties, and require us to expend significant capital and other resources to alleviate problems caused
by any such DDoS attack or other security breach or incident and implement additional security measures.

In addition, some jurisdictions, including Brazil and all 50 states in the United States, have enacted laws requiring companies to notify individuals of data
security breaches involving certain types of personal data, and our agreements with certain customers require us to notify them in the event of a security
incident. Such mandatory disclosures could lead to negative publicity and may cause our customers to lose confidence in the effectiveness of our data
security measures. Moreover, if a high-profile security breach occurs with respect to another SaaS provider, customers may lose trust in the security of the
SaaS business model generally, which could adversely impact our ability to retain existing customers or attract new ones. In addition, if our security
measures fail to protect information adequately, we could be liable to our business partners, our customers, their end-consumers and consumers with
whom we have a direct relationship. We could be subject to fines and higher transaction fees, we could face regulatory or other legal action, and our
customers could end their relationships with us. The limitations of liability in our contracts may not be enforceable or adequate or would otherwise protect
us from any such liabilities or damages with respect to any particular claim.

We currently do maintain cybersecurity insurance, and in the event we were to seek to obtain such insurance coverage, it may not be available on
acceptable terms or may not be available in sufficient amounts to cover one or more large claims in connection with cybersecurity liabilities. Insurers could
also deny coverage as to any future claim.

We are also subject to federal, state and foreign laws regarding cybersecurity and the protection of data. See the risk factor entitled “—Evolving global
laws, regulations and standards, privacy regulations, cross-border data transfer restrictions, and data localization requirements may limit the use and
adoption of our services, expose us to liability, or otherwise adversely affect our business.”

We depend on third-party data hosting and transmission services. Increases in cost, interruptions in service, latency, or poor service from our third-
party data center providers could impair the delivery of our CaaS platform, which could result in customer or shopper dissatisfaction, damage to our
reputation, loss of customers, limited growth, and reduction in revenue.

We currently serve the majority of our CaaS platform functions from third-party data center hosting facilities operated by Amazon Web Services, located
in Virginia. Our CaaS platform is deployed to multiple data centers within this geography, with additional geographies available for disaster recovery. Our
operations depend, in part, on our third-party providers’ protection of these facilities from natural disasters, power or telecommunications failures,
criminal acts, or similar events (such as the COVID-19 pandemic). If any third-party facility’s arrangement is terminated, or its service lapses, we could
experience interruptions in our CaaS platform, latency, as well as delays and additional expenses in arranging new facilities and services.

A significant portion of our operating cost is from our third-party data hosting and transmission services. If the costs for such services increase due to
vendor consolidation, regulation, contract renegotiation or otherwise, we may not be able to increase the fees for our ecommerce platform or professional
services to cover the changes. As a result, our operating results may be significantly worse than forecasted. Our servers may be unable to achieve or
maintain data transmission capacity sufficient for timely service of increased traffic or order processing. Our failure to achieve or maintain sufficient and
performant data transmission capacity could significantly reduce demand for our CaaS platform.

Our customers often draw many shoppers over short periods of time, including from new product releases, holiday shopping seasons and flash sales. These
events significantly increase the traffic on our servers and the volume of transactions processed on our CaaS platform. Despite precautions taken at our
data centers, spikes in
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usage volume, or a natural disaster, an act of terrorism, vandalism or sabotage, closure of a facility without adequate notice, or other unanticipated
problems (such as the COVID-19 pandemic) could result in lengthy interruptions or performance degradation of our CaaS platform. Any damage to, or
failure of, the systems of our third-party providers could result in interruptions to our CaaS platform. Even with current and planned disaster recovery
arrangements, our business could be harmed. If we experience damage or interruption, our insurance policies may not adequately compensate us for or
protect us against any losses, liabilities and costs that we may incur. These factors in turn could further reduce our revenue, subject us to liability, cause us
to issue credits, or cause customers to terminate their subscriptions, any of which could materially adversely affect our business.

We rely on third-party proprietary and open source software for our CaaS platform. Our inability to obtain third-party licenses for such software, or
obtain them on favorable terms, or any errors, bugs, defects or failures caused by such software could adversely affect our business, results of
operations and financial condition.

Some of our offerings include software or other intellectual property licensed from third parties. It may be necessary in the future to renew licenses
relating to various aspects of these applications or to seek new licenses for existing or new applications. Necessary licenses may not be available on
acceptable terms or under open source licenses permitting redistribution in commercial offerings, if at all. Our inability to obtain certain licenses or other
rights or to obtain such licenses or rights on favorable terms could result in delays in product releases until equivalent technology can be identified,
licensed or developed, if at all, and integrated into our CaaS platform, which therefore may have a material adverse effect on our business, results of
operations and financial condition. In addition, third parties may allege that additional licenses are required for our use of their software or intellectual
property. We may be unable to obtain such licenses on commercially reasonable terms or at all. The inclusion in our offerings of software or other
intellectual property licensed from third parties on a non-exclusive basis could limit our ability to differentiate our offerings from those of our competitors.
To the extent that our CaaS platform depends upon the successful operation of third-party software, any undetected errors, bugs, defects or failures in such
third-party software could impair the functionality of our CaaS platform, delay new feature introductions, result in a failure of our CaaS platform, which
could adversely affect our business, results of operations and financial condition.

Our use of open source software could subject us to possible litigation or cause us to subject our CaaS platform to unwanted open source license
conditions that could negatively impact our sales.

A portion of our CaaS platform incorporates open source software, and we expect to incorporate open source software into other offerings or solutions in
the future. Such open source software is generally licensed by its authors or other third parties under open source licenses. Little legal precedent governs
the interpretation of these licenses; therefore, the potential impact of these terms on our business is unknown and may result in unanticipated obligations
regarding our technologies. If a distributor of open source software were to allege that we had not complied with its license, we could be required to incur
significant legal expenses. If we combine our proprietary software with open source software or utilize open source software in a certain manner, we
could, under certain open source licenses, be required to disclose part or all of the source code of our proprietary software publicly and to allow further
modification and redistribution on potentially unfavorable terms or at no cost, or otherwise be limited in the licensing of our services. This could provide
an advantage to our competitors or other entrants to the market, allow them to create similar products with lower development effort and time, and
ultimately result in a loss of sales for us.

We rely on computer hardware, purchased or leased, and software licensed from and services rendered by third parties in order to run our business.

We rely on computer hardware, purchased or leased, and software licensed from and services rendered by third parties in order to run our business, which
we have incorporated into our products. Third-party hardware, software and services may not continue to be available on commercially reasonable terms,
or at all. Some of our
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agreements with our licensors may be terminated by them for convenience, or otherwise provide for a limited term. Any loss of the right to use or any
failures of third-party hardware, software or services could result in delays in our ability to run our business until equivalent hardware, software or services
are developed by us or, if available, identified, obtained and integrated, which could be costly and time-consuming and may not result in an equivalent
solution, any of which could cause an adverse effect on our business and operating results. Further, customers could assert claims against us in connection
with service disruptions or cease conducting business with us altogether. Even if not successful, a claim brought against us by any of our customers would
likely be time-consuming and costly to defend and could seriously damage our reputation and brand, making it harder for us to sell our solutions.

Our growth depends in part on the success of our strategic relationships with third parties.

We anticipate that the growth of our business will continue to depend on third-party relationships, including strategic partnerships and relationships with
our service providers and suppliers, consultants, app developers, theme designers, referral sources, resellers, payments processors, installation partners and
other partners. In addition to growing our third-party partner ecosystem, we have entered into agreements with, and intend to pursue additional
relationships with, other third parties, such as shipping partners and technology and content providers. Identifying, negotiating and documenting
relationships with third parties requires significant time and resources as does integrating third-party technology and content. Some of the third parties that
sell our services have direct contractual relationships with the customers, and in these circumstances, we risk the loss of such customers if those third
parties fail to perform their contractual obligations, including in the event of any such third party’s business failure. Our agreements with providers of cloud
hosting, technology, content and consulting services are typically non-exclusive and do not prohibit such service providers from working with our
competitors or from offering competing services. In particular, we have limited providers of cloud hosting services. These third-party providers may
choose to terminate their relationship with us or to make material changes to their businesses, products or services in a manner that is adverse to us.

The success of our CaaS platform depends, in part, on our ability to integrate third-party applications, themes and other offerings into our third-party
ecosystem. Third-party developers may also change the features of their offering of applications and themes or alter the terms governing the use of their
offerings in a manner that is adverse to us. If third-party applications and themes change such that we do not or cannot maintain the compatibility of our
CaaS platform with these applications and themes, or if we fail to provide third-party applications and themes that our customers desire to add to their
businesses, demand for our CaaS platform could decline. If we are unable to maintain technical interoperation, our customers may not be able to
effectively integrate our CaaS platform with other systems and services they use. We may also be unable to maintain our relationships with certain third-
party vendors if we are unable to integrate our CaaS platform with their offerings. In addition, third-party developers may refuse to partner with us or limit
or restrict our access to their offerings.

Partners may also impose additional restrictions on the ability of third parties like us and our customers to access or use data from their consumers. Such
changes could functionally limit or terminate our ability to use these third-party offerings with our CaaS platform, which could negatively impact our
solution offerings and harm our business. If we fail to integrate our CaaS platform with new third-party offerings that our customers need for their
businesses, or to adapt to the data transfer requirements of such third-party offerings, we may not be able to offer the functionality that our customers and
their clients expect, which would negatively impact our offerings and, as a result, harm our business.

Further, our competitors may effectively incentivize third-party developers to favor our competitors’ products or services, which could diminish our
prospects for collaborations with third-parties and reduce subscriptions to our CaaS platform. In addition, providers of third-party offerings may not
perform as expected under our agreements or under their agreements with our customers, and we or our customers may in the future have disagreements or
disputes with such providers. If any such disagreements or disputes cause us to lose access to products or services from a particular supplier, or lead us to
experience a significant disruption in the supply of products or
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services from a current supplier, especially a single-source supplier, they could have an adverse effect on our business and operating results.

We could incur substantial costs in protecting or defending our proprietary rights. Failure to adequately protect our rights could impair our
competitive position and we could lose valuable assets, experience reduced revenue, and incur costly litigation.

Our success is dependent, in part, upon protecting our proprietary technology. We rely on our confidentiality, non-compete, non-solicitation and
nondisclosure agreements and a combination of trade secret laws, contractual provisions, trademarks, service marks, copyrights, and patents in an effort to
establish and protect our proprietary rights. However, the steps we take to protect our intellectual property may be inadequate. We make business decisions
about when to seek patent protection for a particular technology and when to rely upon trade secret protection. The approach we select may ultimately
prove to be inadequate.

Our patents or patents issued in the future may not provide us with competitive advantages, or may be successfully challenged by third parties. Any of our
patents, trademarks, or other intellectual property rights may be challenged or circumvented by others or invalidated through administrative process or
litigation. Others may independently develop similar products, duplicate any of our solutions or design around our patents, or adopt similar or identical
brands for competing platforms. Legal standards relating to the validity, enforceability, and scope of protection of intellectual property rights are uncertain.
Despite our precautions, it may be possible for unauthorized third parties to copy our CaaS platform and use information that we regard as proprietary to
create products and services that compete with ours. Some license provisions restricting unauthorized use, copying, transfer, and disclosure of our
intellectual property may be unenforceable under the laws of jurisdictions outside the United States.

To the extent we expand our international activities, our exposure to unauthorized copying and use of our CaaS platform and proprietary information may
increase. Moreover, effective trademark, copyright, patent, and trade secret protection may not be available or commercially feasible in every country in
which we conduct business. Further, intellectual property law, including statutory and case law, particularly in the United States, is constantly developing.
Changes in the law could make it harder for us to enforce our rights.

We enter into confidentiality and invention assignment agreements with our employees and consultants to protect our proprietary technologies. We enter
into confidentiality agreements with strategic and business partners. As such, these agreements may not be effective in controlling access to and
distribution of our proprietary information since they do not prevent our competitors or partners from independently developing technologies that are
equivalent or superior to our CaaS platform.

We may be required to spend significant resources to monitor, protect, and enforce our intellectual property rights. Litigation may be necessary in the
future to enforce our intellectual property rights and protect our trade secrets. Litigation brought to protect and enforce our intellectual property rights
could be costly, time-consuming, and distracting to management. Such litigation could result in the impairment or loss of portions of our intellectual
property. Enforcement of our intellectual property rights may be met with defenses, counterclaims, and countersuits attacking the validity and
enforceability of our intellectual property. An adverse determination of any litigation proceedings could put our intellectual property at risk of being
invalidated or interpreted narrowly. An adverse determination could risk the issuance or cancellation of pending patent and trademark filings. Because of
the substantial discovery required in connection with intellectual property litigation, our confidential or sensitive information could be compromised by
disclosure in litigation. Litigation could result in public disclosure of results of hearings, motions, or other interim developments. If securities analysts or
investors perceive these results to be negative, it could have a substantial adverse effect on the price of our common stock.

In addition, our inability to protect our proprietary technology against unauthorized copying or use, as well as any costly litigation or diversion of our
management’s attention and resources, could delay further sales or the
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implementation of our CaaS platform, impair the functionality of our CaaS platform, delay introductions of new functionality to our CaaS platform, result
in the substitution of inferior or more costly technologies into our CaaS platform, or injure our reputation. We will not be able to protect our intellectual
property if we are unable to enforce our rights or if we do not detect unauthorized use of our intellectual property. Policing unauthorized use of our
technologies, trade secrets, and intellectual property may be difficult, expensive, and time-consuming, particularly in foreign countries where the laws may
not be as protective of intellectual property rights as those in the United States and where mechanisms for enforcement of intellectual property rights may
be weak. If we fail to meaningfully protect our intellectual property and proprietary rights, our business, operating results, and financial condition could be
adversely affected.

If we fail to execute invention assignment agreements with our employees and contractors involved in the development of intellectual property or are
unable to protect the confidentiality of our trade secrets, the value of our products and our business and competitive position could be harmed.

We generally enter into confidentiality and invention assignment agreements with our employees, consultants and third parties upon their commencement
of a relationship with us. However, we may not enter into such agreements with all employees, consultants and third parties who have been involved in the
development of our intellectual property. In addition, these agreements may not provide meaningful protection against the unauthorized use or disclosure
of our trade secrets or other confidential information, and adequate remedies may not exist if unauthorized use or disclosure were to occur. The exposure
of our trade secrets and other proprietary information would impair our competitive advantages and could have a material adverse effect on our business,
financial condition and results of operations. In particular, a failure to protect our proprietary rights may allow competitors to copy our technology, which
could adversely affect our pricing and market share. Further, other parties may independently develop substantially equivalent know-how and technology.

In addition to contractual measures, we try to protect the confidential nature of our proprietary information using commonly accepted physical and
technological security measures. Such measures may not, for example, in the case of misappropriation of a trade secret by an employee or third party with
authorized access, provide adequate protection for our proprietary information. Our security measures may not prevent an employee or consultant from
misappropriating our trade secrets and providing them to a competitor, and recourse we take against such misconduct may not provide an adequate remedy
to protect our interests fully. Unauthorized parties may also attempt to copy or reverse engineer certain aspects of our products that we consider
proprietary. Enforcing a claim that a party illegally disclosed or misappropriated a trade secret can be difficult, expensive and time-consuming, and the
outcome is unpredictable. Even though we use commonly accepted security measures, trade secret violations are often a matter of state law, and the
criteria for protection of trade secrets can vary among different jurisdictions. In addition, trade secrets may be independently developed by others in a
manner that could prevent legal recourse by us. We also have agreements with our employees, consultants and third parties that obligate them to assign
their inventions to us, however these agreements may not be self-executing, not all employees or consultants may enter into such agreements, or
employees or consultants may breach or violate the terms of these agreements, and we may not have adequate remedies for any such breach or violation. If
any of our intellectual property or confidential or proprietary information, such as our trade secrets, were to be disclosed or misappropriated, or if any such
information was independently developed by a competitor, it could have a material adverse effect on our competitive position, business, financial
condition, results of operations and prospects.

Evolving global laws, regulations and standards, privacy regulations, cross-border data transfer restrictions, and data localization requirements may
limit the use and adoption of our services, expose us to liability, or otherwise adversely affect our business.

Federal, state, or foreign governmental bodies or agencies have in the past adopted, and may in the future adopt, laws and regulations affecting the use of
the internet as a commercial medium. These laws and regulations could impact taxation, internet neutrality, tariffs, content, copyrights, distribution,
electronic contracts and other
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communications, consumer protection, and the characteristics and quality of services. Legislators and regulators may make legal and regulatory changes,
or apply existing laws, in ways that require us to incur substantial costs, expose us to unanticipated civil or criminal liability, or cause us to change our
business practices. These laws and regulations and resulting increased costs could materially harm our business, results of operations, and financial
condition.

Our products and services rely heavily on the collection and use of information, including personal information. Because we store, process, and use data,
some of which contains personal information, we are subject to complex and evolving federal, state, and foreign laws and regulations regarding privacy
and data protection. Both in the United States and abroad, these laws and regulations governing data privacy are constantly evolving. In the United States,
in addition to certain regulations at the federal level, each state has its own statutory approach to privacy regulation, and recently states such as California
have been very active in pursuing new regulations that are typically more restrictive than other jurisdictions. The application and interpretation of these
laws and regulations are often uncertain, particularly in the new and rapidly evolving industry in which we operate. Continually implementing up-to-date
data security tools and procedures and maintaining privacy standards that comply with ever-changing privacy regulations in multiple jurisdictions is
challenging. If we are found to have breached any consumer protection laws or regulations in any such market, we may be subject to enforcement actions
that require us to change our business practices in a manner which may negatively impact our revenue, as well as expose ourselves to litigation, fines, civil
and/or criminal penalties and adverse publicity that could cause our end customers to lose trust in us, negatively impacting our reputation and business in a
manner that harms our financial position.

In recent years, there has been an increase in attention to and regulation of data protection and data privacy across the globe, including the Federal Trade
Commission (“FTC”)’s increasingly active approach to enforcing data privacy in the United States, as well as the enactment of the European Union’s
General Data Protection Regulation (“GDPR”), which took effect in May 2018, the United Kingdom’s transposition of GDPR into its domestic laws
following its withdrawal from the European Union, and the California Consumer Privacy Act (“CCPA”), which took effect in January 2020.

In the United States, the CCPA, contains detailed requirements regarding collecting and processing personal information, restrict the use and storage of
such information, and govern the effectiveness of consumer consent. Further, the CCPA requires covered companies to provide new disclosures to
California consumers, provide such consumers new ways to opt-out of certain sales of personal information, and allow for a new cause of action for data
breaches. Such laws could restrict our customers’ ability to run their businesses; for example, by limiting their ability to effectively market to interested
shoppers. This could reduce our revenue and the general demand for our services. CCPA provides for civil penalties for violations, as well as a private right
of action for data breaches that is expected to increase data breach litigation. The effects of CCPA are potentially significant and may require us to modify
our data collection or processing practices and policies and to incur substantial costs and expenses in an effort to comply. Additionally, a new privacy law,
the California Privacy Rights Act (the “CPRA”), amending and expanding CCPA, was approved by California voters in the November 3, 2020 election.
The CPRA will create additional obligations relating to consumer data beginning on January 1, 2022, with implementing regulations expected on or before
July 1, 2022, and enforcement beginning July 1, 2023. These laws and regulations could restrict our ability to store and process personal data (in
particular, our ability to use certain data for purposes such as risk or fraud avoidance, marketing or advertising), to control our costs by using certain
vendors or service providers, and to offer certain services in certain jurisdictions.

Such laws and regulations are often inconsistent and may be subject to amendment or re-interpretation, which may cause us to incur significant costs and
expend significant effort to ensure compliance. For example, the European Court of Justice recently invalidated the U.S.-EU Privacy Shield as a basis for
transfers of personal data from the EU to the U.S. and introduced requirements to carry out risk assessments in relation to use of other data transfer
mechanisms. This may increase regulatory and compliance burdens and may lead to uncertainty about or interruptions of personal data transfers from
Europe to the United States (and beyond). Use of other data
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transfer mechanisms now involves additional compliance steps and in the event any court blocks personal data transfers to or from a particular jurisdiction
on the basis that certain or all such transfer mechanisms are not legally adequate, this could give rise to operational interruption in the performance of
services for customers and internal processing of employee information, greater costs to implement alternative data transfer mechanisms that are still
permitted, regulatory liabilities, or reputational harm. Our response to these requirements globally may not meet the expectations of individual customers,
their shoppers, or other stakeholders, which could reduce the demand for our services. Some customers or other service providers may respond to these
evolving laws and regulations by asking us to make certain privacy or data-related contractual commitments that we are unable or unwilling to make. This
could lead to the loss of current or prospective customers or other business relationships.

In Europe, the GDPR introduced stringent requirements (which will continue to be interpreted through guidance and decisions over the coming years) and
require organizations to erase an individual’s information upon request, implement mandatory data breach notification requirements, additional new
obligations on service providers and strict protections on how data may be transferred outside of the European Economic Area (“EEA”). Recent legal
developments in Europe have created complexity and uncertainty regarding transfers of personal data from the EEA to the United States. Because our
services are accessible worldwide, certain foreign jurisdictions may claim that we are required to comply with such laws even in jurisdictions where we
have no local entity, employees or infrastructure. Some of these laws include strict localization provisions that require certain data to be stored within a
particular region or jurisdiction. We rely on a globally distributed infrastructure in order to be able to provide our services efficiently, and consequently
may not be able to meet the expectations of customers who are located in or otherwise subject to such localization requirements, which may reduce the
demand for our services. Further, following the United Kingdom’s withdrawal from the European Union, and the end of the related transition period, as of
January 1, 2021, companies may be subject to both GDPR and the United Kingdom GDPR (“UK GDPR”), which, together with the amended UK Data
Protection Act 2018, retains the GDPR in UK national law. The UK GDPR mirrors the fines under the GDPR, i.e., fines up to the greater of €20 million
(£17.5 million) or 4% of global turnover. The relationship between the United Kingdom and the European Union in relation to certain aspects of data
protection law remains unclear, and it is unclear how United Kingdom data protection laws and regulations will develop in the medium to longer term, and
how data transfers to and from the United Kingdom will be regulated in the long term. These changes will lead to additional costs and increase our overall
risk exposure. Currently there is a four to six-month grace period agreed in the European Union and United Kingdom Trade and Cooperation Agreement,
ending June 30, 2021 at the latest, whilst the parties discuss an adequacy decision. The European Commission published a draft adequacy decision on
February 19, 2021. If adopted, the decision will enable data transfers from European Union member states to the United Kingdom for a four-year period,
subject to subsequent extensions.

Our failure to comply with these and additional laws or regulations could expose us to significant fines and penalties imposed by regulators, as well as
legal claims by our customers, or their shoppers, or other relevant stakeholders. Similarly, many of these laws require us to maintain an online privacy
policy and terms of service that disclose our practices regarding the collection, processing, and disclosure of personal information. If these disclosures
contain any information that a court or regulator finds to be inaccurate or inadequate, we could also be exposed to legal or regulatory liability. Any such
proceedings or violations could force us to spend money in defense or settlement, result in the imposition of monetary liability or demanding injunctive
relief, divert management’s time and attention, increase our costs of doing business, and materially adversely affect our reputation.

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

Our CaaS platform is subject to U.S. export controls, including the Export Administration Regulations and economic sanctions administered by the U.S.
Treasury Department’s Office of Foreign Assets Control. We incorporate encryption technology into our CaaS platform. These encryption products and
the underlying technology may be exported outside of the United States only with the required export authorizations, including by license, a license
exception or other appropriate government authorizations.
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Furthermore, our activities are subject to U.S. economic sanctions laws and regulations that prohibit the shipment of certain products and services to
countries, governments, and persons targeted by U.S. embargoes or sanctions. The current administration has been critical of existing trade agreements and
may impose more stringent export and import controls. Obtaining the necessary export license or other authorization for a particular sale may be time-
consuming and may result in the delay or loss of sales opportunities even if the export license ultimately may be granted. While we take precautions to
prevent our CaaS platform from being exported in violation of these laws, including obtaining authorizations for our CaaS platform, performing
geolocation IP blocking and screenings against U.S. and other lists of restricted and prohibited persons, we cannot guarantee that the precautions we take
will prevent violations of export control and sanctions laws. Violations of U.S. sanctions or export control laws can result in significant fines or penalties
and possible incarceration for responsible employees and managers could be imposed for criminal violations of these laws.

If our partners fail to obtain appropriate import, export or re-export licenses or permits, we may also be adversely affected, through reputational harm as
well as other negative consequences, including government investigations and penalties. We presently incorporate export control compliance requirements
into our strategic partner agreements; however, no assurance can be given that our partners will comply with such requirements.

Various countries regulate the import and export of certain encryption and other technology, including import and export licensing requirements. Some
countries have enacted laws that could limit our ability to distribute our CaaS platform or could limit our customers’ ability to implement our CaaS
platform in those countries. Changes in our CaaS platform or future changes in export and import regulations may create delays in the introduction of our
CaaS platform in international markets, prevent our customers with international operations from launching our CaaS platform globally or, in some cases,
prevent the export or import of our CaaS platform to certain countries, governments, or persons altogether. Various governmental agencies have proposed
additional regulation of encryption technology, including the escrow and government recovery of private encryption keys. Any change in export or import
regulations, economic sanctions, or related legislation, or change in the countries, governments, persons, or technologies targeted by such regulations,
could limit our ability to export or sell our CaaS platform to existing or potential customers with international operations. Any decreased use of our CaaS
platform or limitation on our ability to export or sell our CaaS platform would adversely affect our business, operating results, and prospects.

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

We are subject to the U.S. Foreign Corrupt Practices Act of 1977, as amended (“FCPA”), the U.S. domestic bribery statute contained in 18 U.S.C. § 201,
the U.S. Travel Act, the UK Bribery Act of 2010, the UK Proceeds of Crime Act 2002, and other anti-bribery and anti-money laundering laws in the
countries in which we conduct activities. Anti-corruption and anti-bribery laws have been enforced aggressively in recent years. These laws are interpreted
broadly to prohibit companies and their employees and third-party intermediaries from authorizing, promising, offering, or providing, directly or
indirectly, improper payments or anything else of value to recipients in the public or private sector. As we increase our international sales and business and
sales to the public sector, we may engage with 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 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.

While we have policies and procedures to address compliance with such laws, our employees and agents could violate our policies and applicable law, for
which we may be ultimately held responsible. As we increase our international sales and business, our risks under these laws may increase.
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Noncompliance with anti-corruption, anti-bribery, or anti-money laundering laws could subject us to whistleblower complaints, investigations, sanctions,
settlements, prosecution, other enforcement actions, disgorgement of profits, significant fines, damages, other civil and criminal penalties or injunctions,
suspension and/or debarment from contracting with certain persons, the loss of export privileges, reputational harm, adverse media coverage, and other
collateral consequences. If any subpoenas or investigations are launched, or governmental or other sanctions are imposed, or if we do not prevail in any
possible civil or criminal litigation, our business, results of operations, and financial condition could be materially harmed. 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.
Enforcement actions and sanctions could further harm our business, results of operations, and financial condition.

Security breaches, denial of service attacks, or other hacking and phishing attacks on our systems or other security breaches, including internal
security failures, could harm our reputation or subject us to significant liability, and adversely affect our business and financial results.

We operate in an industry that is prone to cyber-attacks. Failure to prevent or mitigate security breaches and improper access to or disclosure of our data,
customer data, or the data of their consumers, could result in the loss or misuse of such data, which could harm our business and reputation. The security
measures we have integrated into our internal networks and platforms, which are designed to prevent or minimize security breaches, may not function as
expected or may not be sufficient to protect our internal networks and platforms against certain attacks. In addition, techniques used to sabotage or to
obtain unauthorized access to networks in which data is stored or through which data is transmitted change frequently. As a result, we may be unable to
anticipate these techniques or implement adequate preventative measures to prevent an electronic intrusion into our networks. While we have established a
cyber-attack remediation plan to enable us to assess and respond to such attacks, there can be no assurance that the measures set forth under such plan will
be adequate in all circumstances nor that they will be effective in mitigating, or allowing us to recover from, the effects of such attacks. In addition, we
have insurance coverage, but this coverage may be insufficient to compensate us for all liabilities that we may incur.

Our customers’ storage and use of data concerning their stores and restaurants and their consumers is essential to their use of our CaaS platform, which
stores, transmits and processes our customers’ proprietary information and personal information relating to them and their clients. If a security breach were
to occur, as a result of third-party action, employee error, breakdown of our internal security processes and procedures, malfeasance or otherwise, and the
confidentiality, integrity or availability of our customers’ data was disrupted, we could incur significant liability to our customers and to individuals whose
information was being stored by our customers, and our CaaS platform may be perceived as less desirable, which could negatively affect our business and
damage our reputation.

Our CaaS platform and third-party applications available on, or that interface with, our CaaS platform may be subject to DDoS, a technique used by
hackers to take an internet service offline by overloading its servers, and we cannot guarantee that applicable recovery systems, security protocols,
network protection mechanisms and other procedures are or will be adequate to prevent network and service interruption, system failure or data loss. In
addition, computer malware, viruses, and hacking and phishing attacks by third parties are prevalent in our industry. We have experienced such attacks in
the past and may experience such attacks in the future. As a result of our increased visibility, we believe that we are increasingly a target for such breaches
and attacks.

Moreover, our CaaS platform and third-party applications available on, or that interface with, our CaaS platform could be breached if vulnerabilities in
our CaaS platform or third-party applications are exploited by unauthorized third parties or due to employee error, breakdown of our internal security
processes and procedures, malfeasance, or otherwise. Further, third parties may attempt to fraudulently induce employees or customers into disclosing
sensitive information such as usernames, passwords or other information or otherwise compromise the security of our internal networks, electronic systems
and/or physical facilities in order to gain access to our data
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or our customers’ data. Since techniques used to obtain unauthorized access change frequently and the size and severity of DDoS attacks and security
breaches are increasing, we may be unable to implement adequate preventative measures or stop DDoS attacks or security breaches while they are
occurring. In addition to our own platforms and applications, some of the third parties we work with may receive information provided by us, by our
customers, or by our customers’ clients through web or mobile applications integrated with US. If these third parties fail to adhere to adequate data security
practices, or in the event of a breach of their networks, our own and our customers’ data may be improperly accessed, used or disclosed.

Any actual or perceived DDoS attack or security breach could damage our reputation and brand, expose us to a risk of litigation and possible liability and
require us to expend significant capital and other resources to respond to and/or alleviate problems caused by the DDoS attack or security breach. Some
jurisdictions have enacted laws requiring companies to notify individuals and authorities of data security breaches involving certain types of personal or
other data and our agreements with certain customers and partners require us to notify them in the event of a security incident. Similarly, if our suppliers
experience data breaches and do not notify us or honor their notification obligations to authorities or users, we could be held liable for the breach. We may
not be in a position to assess whether a data breach at one of our suppliers would trigger an obligation or liability on our part. Such mandatory disclosures
are costly, could lead to negative publicity, and may cause our customers to lose confidence in the effectiveness of our data security measures. Moreover,
if a high-profile security breach occurs with respect to another SaaS provider, customers may lose trust in the security of the SaaS business model
generally, which could adversely impact our ability to retain revenue from existing customers or attract new customers. Similarly, if a high-profile security
breach occurs with respect to a retailer, commerce as a service or eCommerce platform, customers may lose trust in eCommerce more generally, which
could adversely impact our customers’ businesses. Any of these events could harm our reputation or subject us to significant liability, and materially and
adversely affect our business and financial results.

We are exposed to fluctuations in currency exchange rates, which could negatively affect our operating results.

Our customer subscription and partner and services contracts are primarily denominated in U.S. dollars, and therefore substantially all of our revenue is not
subject to foreign currency risk. However, a strengthening of the U.S. dollar could increase the real cost of our CaaS platform to our customers outside of
the United States, which could adversely affect our operating results. In addition, an increasing portion of our operating expenses is incurred and an
increasing portion of our assets is held outside the United States. These operating expenses and assets are denominated in foreign currencies and are
subject to fluctuations due to changes in foreign currency exchange rates. If we are not able to successfully hedge against the risks associated with
currency fluctuations, our operating results could be adversely affected.

Our insurance costs may increase significantly, we may be unable to obtain the same level of insurance coverage and our insurance coverage may not
be adequate to cover all possible losses we may suffer.

We generally renew our insurance policies annually. If the cost of coverage becomes too high or if we believe certain coverage becomes inapplicable, we
may need to reduce our policy limits, increase retention amounts or agree to certain exclusions from our coverage to reduce the premiums to an acceptable
amount or to otherwise reduce coverage for certain occurrences. On the other hand, we may determine that we either do not have certain coverage that
would be prudent for our business and the risks associated with our business or that our current coverages are too low to adequately cover such risks. In
either event, we may incur additional or higher premiums for such coverage than in prior years.

Among other factors, national security concerns, catastrophic events, pandemics such as the COVID-19 pandemic, or any changes in any applicable
statutory requirement binding insurance carriers to offer certain types of coverage could also adversely affect available insurance coverage and result in,
among other things, increased premiums on available coverage (which may cause us to elect to reduce our policy limits or not renew our
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coverage) and additional exclusions from coverage. As cyber incidents and threats continue to evolve, we may be required to expend additional, perhaps
significant, resources to continue to update, modify or enhance our protective measures or to investigate and remediate any vulnerability to cyber incidents.
Although we maintain and monitor our information technology systems and we have insurance coverage for protecting against cyber security risks, such
systems and insurance coverage may not be sufficient to protect against or cover all the losses we may experience as a result of any cyber-attacks.

We may suffer damage due to a casualty loss (such as fire, natural disasters, pandemics and acts of war or terrorism) or other losses, such as those related
to labor, professional liability or certain actions or inactions by our management, directors, employees or others, that could severely disrupt its business or
subject us to claims by third parties who are injured or harmed. Although we maintain insurance that we believe to be adequate, such insurance may be
inadequate or unavailable to cover all the risks to which our business and assets may be exposed, including risks related to certain litigation. Should an
uninsured loss (including a loss that is less than the applicable deductible or that is not covered by insurance) or loss in excess of insured limits occur, it
could have a significant adverse impact on our business, results of operations or financial condition.

Our ability to use our net operating losses and certain other attributes may be subject to certain limitations.

As of December 31, 2021, we had approximately $17.5 million of U.S. federal and $18.1 million of state net operating losses, respectively. Certain of our
U.S. federal and state net operating loss carryforwards may be carried forward indefinitely, while other of these loss carryforwards are subject to expiration
(beginning in 2032). It is possible that we will not generate taxable income in time to use these net operating loss carryforwards before their expiration (or
that we will not generate taxable income at all). Under legislative changes made in December 2017, as modified by the Coronavirus Aid, Relief, and
Economic Security Act (the “CARES Act”) in March 2020, U.S. federal net operating loss carryforwards generated in taxable periods beginning after
December 31, 2017, may be carried forward indefinitely, but the deductibility of such net operating loss carryforwards in taxable years beginning after
December 31, 2020, is limited to 80% of taxable income. It is uncertain if and to what extent various states will conform to these federal tax laws.

In addition, the federal and state net operating loss carryforwards and certain tax credits may be subject to significant limitations under Section 382 and
Section 383 of the U.S. Internal Revenue Code of 1986, as amended (the “Code”), respectively, and similar provisions of state law, including limitations
that may result from the consummation of the Business Combination. Under those sections of the Code, if a corporation undergoes an “ownership
change,” the corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change attributes, such as research tax credits, to
offset its post-change income or tax may be limited. In general, an “ownership change” will occur if there is a cumulative change in our ownership by
“5-percent shareholders” that exceeds 50 percentage points over a rolling three-year period. Similar rules may apply under state tax laws. We have not yet
determined whether the Business Combination will give rise to an “ownership change” for purposes of Section 382 and Section 383 of the Code.
Furthermore, we may have experienced ownership changes in the past and may experience ownership changes in the future as a result of subsequent shifts
in our stock ownership (some of which shifts are outside our control). As a result, our ability to use our pre-change federal NOLs and other tax attributes
to offset future taxable income and taxes could be subject to limitations. For these reasons, we may be unable to use a material portion of our NOLs and
other tax attributes, which could adversely affect our future net income and cash flows.

Changes to applicable tax laws and regulations or exposure to additional income tax liabilities could affect our business and future profitability.

Nogin is a U.S. corporation and thus is subject to U.S. corporate income tax on its worldwide income. Further, since our operations and customers are
located throughout the United States, we are subject to various U.S. state and local taxes. U.S. federal, state, local and non-U.S. tax laws, policies, statutes,
rules, regulations or ordinances could be interpreted, changed, modified or applied adversely to us and may have an adverse effect on our
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business and future profitability. For example, several tax proposals have been set forth that would, if enacted, make significant changes to U.S. tax laws.
Such proposals include an increase in the U.S. income tax rate applicable to corporations (such as Nogin). Congress may consider, and could include,
some or all of these proposals in connection with tax reform that may be undertaken (including with retroactive effect). We are unable to predict whether
these or similar changes will be enacted and, if enacted, how soon any such changes could take effect. The passage of any legislation as a result of these
proposals and other similar changes in U.S. federal income tax laws could adversely affect our business and future profitability.

We may be subject to additional obligations to collect and remit sales tax and other taxes. We may be subject to tax liability for past sales, which could
harm our business.

State, local and foreign jurisdictions have differing rules and regulations governing sales, use, value added, and other taxes, and these rules and regulations
are subject to varying interpretations that may change over time. In particular, the applicability of such taxes to our ecommerce platform in various
jurisdictions is unclear. These jurisdictions’ rules regarding tax nexus are complex and vary significantly. As a result, jurisdictions in which we have not
historically collected or accrued sales, use, value added, or other taxes could assert our liability for such taxes. Our liability for these taxes and associated
penalties could exceed our original estimates. This could result in substantial tax liabilities and related penalties for past sales. It could also discourage
customers from using our SaaS platform or otherwise harm our business and operating results.

If we experience material weaknesses in the future or otherwise fail to maintain an effective system of internal controls in the future, our business
could be adversely affected, and we may not be able to accurately report our financial condition or results of operations, which may adversely affect
investor confidence in us and, as a result, the value of our common stock.

As a result of becoming a public company, we are required, under Section 404 of the Sarbanes-Oxley Act, to furnish annual reports by management on,
among other things, the effectiveness of our internal control over financial reporting. This assessment needs to include disclosure of any material
weaknesses identified by our management in our internal control over financial reporting. A material weakness is a deficiency or combination of
deficiencies in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of a company’s annual and
interim financial statements will not be detected or prevented on a timely basis. If we identify one or more material weaknesses in our internal control over
financial reporting, we will be unable to assert that our internal controls are effective. The effectiveness of our controls and procedures may be limited by a
variety of factors, including:
 

 •  faulty human judgment and simple errors, omissions or mistakes;
 

 •  fraudulent action of an individual or collusion of two or more people;
 

 •  inappropriate management override of procedures; and
 

 •  the possibility that any enhancements to controls and procedures may still not be adequate to assure timely and accurate financial control.

Pursuant to the Sarbanes-Oxley Act and the rules and regulations promulgated by the SEC, we are required to furnish in our annual report our
management’s report regarding the effectiveness of our internal control over financial reporting. The report will include, among other things, an
assessment of the effectiveness of our internal control over financial reporting as of the end of our fiscal year, including a statement as to whether or not
our internal control over financial reporting is effective. This assessment must include disclosure of any material weaknesses in our internal control over
financial reporting identified by management. While we believe our internal control over financial reporting is currently effective, the effectiveness of our
internal controls in future periods is subject to the risk that our controls may become inadequate because of changes in conditions. Establishing, testing
and maintaining an effective system of internal control over financial reporting requires significant resources and time commitments on the part of our
management and our finance staff, may require additional staffing and infrastructure investments and would increase our costs of doing business.
 

31



Table of Contents

In addition, under the federal securities laws, our auditors may in the future be required to express an opinion on the effectiveness of our internal controls.
If we are unable to confirm that our internal control over financial reporting is effective, or if, in the future, our independent registered public accounting
firm is unable to express an opinion on the effectiveness of our internal controls, we could lose investor confidence in the accuracy and completeness of
our financial reports, which could cause the price of our common stock to decline. In addition, we could become subject to investigations by the applicable
stock exchange, the SEC or other regulatory authorities, which could require additional management attention and which could adversely affect our
business.

Risks Related to our Common Stock

Our issuance of additional shares of common stock, warrants or convertible securities may dilute your ownership interest in us and could adversely
affect our stock price.

From time to time in the future, we may issue additional shares of our common stock, warrants or other securities convertible into common stock pursuant
to a variety of transactions, including acquisitions. Additional shares of our common stock may also be issued upon exercise of outstanding stock options
and warrants. The issuance by us of additional shares of our common stock, warrants or other securities convertible into our common stock would dilute
your ownership interest in us and the sale of a significant amount of such shares in the public market could adversely affect prevailing market prices of our
common stock and warrants. Subject to the satisfaction of vesting conditions and the expiration of our lock-up, shares issuable upon exercise of options
will be available for resale immediately in the public market without restriction.

In the future, we expect to obtain financing or to further increase our capital resources by issuing additional shares of our capital stock or offering debt or
other equity securities, including senior or subordinated notes, debt securities convertible into equity, or shares of preferred stock. Issuing additional shares
of our capital stock, other equity securities, or securities convertible into equity may dilute the economic and voting rights of our existing stockholders,
reduce the market price of our common stock and warrants, or both. Debt securities convertible into equity could be subject to adjustments in the
conversion ratio pursuant to which certain events may increase the number of equity securities issuable upon conversion. Preferred stock, if issued, could
have a preference with respect to liquidating distributions or a preference with respect to dividend payments that could limit our ability to pay dividends to
the holders of our common stock. Our decision to issue securities in any future offering will depend on market conditions and other factors beyond our
control, which may adversely affect the amount, timing or nature of our future offerings. As a result, holders of our common stock and warrants bear the
risk that our future offerings may reduce the market price of our common stock and warrants and dilute their percentage ownership.

Future sales, or the perception of future sales, of our common stock and warrants by us or our existing securityholders in the public market could
cause the market price for our common stock and warrants to decline.

The sale of substantial amounts of shares of our common stock or warrants in the public market, or the perception that such sales could occur, could harm
the prevailing market price of shares of our common stock and warrants. These sales, or the possibility that these sales may occur, also might make it more
difficult for us to sell equity securities in the future at a time and at a price that we deem appropriate.

In connection with the Business Combination, Nogin Stockholders are subject to certain restrictions on transfer with respect to the shares of common stock
issued as part of the merger consideration beginning at Closing and ending on February 26, 2023, subject to certain price-based releases.

Upon the expiration or waiver of the lock-up provisions described above, shares held by certain of our stockholders will be eligible for resale, subject to,
in the case of certain stockholders, volume, manner of sale and other limitations under Rule 144.
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As restrictions on resale end, the market price of shares of our common stock and warrants could drop significantly if the holders of these shares or
warrants sell them or are perceived by the market as intending to sell them. These factors could also make it more difficult for us to raise additional funds
through future offerings of our shares of common stock or other securities.

In addition, the shares of our common stock reserved for future issuance under the Nogin, Inc. 2022 Incentive Award Plan (the “2022 Incentive Plan”) will
become eligible for sale in the public market once those shares are issued, subject to provisions relating to various vesting agreements, lock-up provisions
and, in some cases, limitations on volume and manner of sale applicable to affiliates under Rule 144, as applicable. The number of shares reserved for
future issuance under the 2022 Incentive Plan is equal to (i) 5,102,948 shares plus (ii) an annual increase for ten years on the first day of each calendar year
beginning on January 1, 2023, equal to the lesser of (A) 15% of the aggregate number of shares of our common stock outstanding on the final day of the
immediately preceding calendar year and (B) such smaller number of shares as is determined by our board of directors. The maximum number of shares of
common stock that may be issued pursuant to the exercise of incentive stock options to purchase shares of our common stock (“ISOs”) granted under the
2022 Incentive Plan is equal to 56,132,428 shares. We expect to file one or more registration statements on Form S-8 under the Securities Act to register
shares of our common stock or securities convertible into or exchangeable for shares of our common stock issued pursuant to our equity incentive plans.
Any such Form S-8 registration statements will automatically become effective upon filing. Accordingly, shares registered under such registration
statements will be available for sale in the open market.

The requirements of being a public company, including compliance with the reporting requirements of the Exchange Act, the requirements of the
Sarbanes-Oxley Act and the requirements of Nasdaq, may strain our resources, increase our costs and distract management, and we may be unable to
comply with these requirements in a timely or cost-effective manner.

As a public company, we are subject to laws, regulations and requirements, certain corporate governance provisions of the Sarbanes-Oxley Act, related
regulations of the SEC and the requirements of Nasdaq, which we were not required to comply as a private company. As a newly public company,
complying with these statutes, regulations and requirements occupies a significant amount of time of our board of directors and management and
significantly increases our costs and expenses. For example, we have had to institute a more comprehensive compliance function, comply with rules
promulgated by Nasdaq, prepare and distribute periodic public reports in compliance with our obligations under the federal securities laws, establish new
internal policies, such as those relating to insider trading. We have also had to retain and rely on outside counsel and accountants to a greater degree in
these activities. In addition, being subject to these rules and regulations has made it more expensive for us to obtain director and officer liability insurance,
and we may be required to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. As a result,
it may be more difficult for us to attract and retain qualified individuals to serve on our board of directors or as executive officer.

We are an “emerging growth company” and the reduced disclosure requirements applicable to emerging growth companies may make our common
stock less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act. As an emerging growth company, we may follow reduced disclosure requirements
and do not have to make all of the disclosures that public companies that are not emerging growth companies do. We will remain an emerging growth
company until the earlier of (a) the last day of the fiscal year in which we have total annual gross revenues of $1.235 billion or more; (b) the last day of the
fiscal year following the fifth anniversary of the date of the completion of the initial public offering of SWAG; (c) the date on which we have issued more
than $1.0 billion in nonconvertible debt during the previous three years; or (d) the date on which we are deemed to be a large accelerated filer under the
rules of the SEC, which means the market value of our common stock that is held by non-affiliates exceeds $700.0 million as of the prior June 30th. For so
long as we remain an emerging growth company, we are permitted and intend to rely
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on exemptions from certain disclosure requirements that are applicable to other public companies that are not emerging growth companies. These
exemptions include:
 

 •  not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act;
 

 
•  not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding

mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about the audit and the financial
statements (i.e., an auditor discussion and analysis);

 

 •  reduced disclosure obligations regarding executive compensation in our periodic reports, proxy statements and registration statements; and
 

 
•  exemptions from the requirements of holding a nonbinding advisory vote of stockholders on executive compensation, stockholder approval

of any golden parachute payments not previously approved and having to disclose the ratio of the compensation of our chief executive
officer to the median compensation of our employees.

In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for complying with new or
revised accounting standards. This allows an emerging growth company to delay the adoption of certain accounting standards until those standards would
otherwise apply to private companies. We have elected to use the extended transition period for complying with new or revised accounting standards; and
as a result of this election, our financial statements may not be comparable to companies that comply with public company effective dates.

We may choose to take advantage of some, but not all, of the available exemptions for emerging growth companies. We cannot predict whether investors
will find our common stock less attractive if we rely on these exemptions. If some investors find our common stock less attractive as a result, there may be
a less active trading market for our common stock and our share price may be more volatile.

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

Our certificate of incorporation, our bylaws and Delaware law each contain provisions that could have the effect of rendering more difficult, delaying, or
preventing an acquisition deemed undesirable by our board of directors. Among other things, our certificate of incorporation and/or our bylaws include the
following provisions:
 

 •  a staggered board, which means that our board of directors is classified into three classes of directors with staggered three-year terms and
directors are only able to be removed from office for cause;

 

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

 •  a prohibition on stockholder action by written consent, which means that our stockholders are only able to take action at a meeting of
stockholders and are not able to take action by written consent for any matter;

 

 •  a forum selection clause, which means certain litigation against us can only be brought in Delaware;
 

 •  the authorization of undesignated preferred stock, the terms of which may be established and shares of which may be issued without further
action by our stockholders; and

 

 •  advance notice procedures, which apply for stockholders to nominate candidates for election as directors or to bring matters before an annual
meeting of stockholders.
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These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or changes in our management. As a Delaware
corporation, we are also subject to provisions of Delaware law, including Section 203 of the DGCL, which prevents interested stockholders, such as certain
stockholders holding more than 15% of our outstanding common stock, from engaging in certain business combinations unless (i) prior to the time such
stockholder became an interested stockholder, the board of directors approved the transaction that resulted in such stockholder becoming an interested
stockholder, (ii) upon consummation of the transaction that resulted in such stockholder becoming an interested stockholder, the interested stockholder
owned at least 85% of our common stock, or (iii) following board approval, such business combination receives the approval of the holders of at least
two-thirds of our outstanding common stock not held by such interested stockholder at an annual or special meeting of stockholders.

Any provision of our certificate of incorporation, our bylaws or Delaware law that has the effect of delaying, preventing or deterring a change in control
could limit the opportunity for our stockholders to receive a premium for their shares of our common stock and could also affect the price that some
investors are willing to pay for our common stock.

Our certificate of incorporation and our bylaws provide that the Court of Chancery of the State of Delaware is, to the fullest extent permitted by
applicable law, the sole and exclusive forum for substantially all disputes between us and our stockholders, which limits our stockholders’ ability to
obtain a favorable judicial forum for disputes with us or our directors, officers, or employees.

Our certificate of incorporation and our bylaws provide that, unless we consent in writing to the selection of an alternative forum, the (a) Court of
Chancery (the “Chancery Court”) of the State of Delaware (or, in the event that the Chancery Court does not have jurisdiction, the federal district court for
the District of Delaware or other state courts of the State of Delaware) shall, to the fullest extent permitted by applicable law, be the sole and exclusive
forum for: (i) any derivative action, suit or proceeding brought on our behalf; (ii) any action, suit or proceeding asserting a claim of breach of fiduciary
duty owed by any of our directors, officers, or stockholders to us or to our stockholders; (iii) any action, suit or proceeding asserting a claim arising
pursuant to the DGCL, our certificate of incorporation or our bylaws; or (iv) any action, suit or proceeding asserting a claim governed by the internal
affairs doctrine; and (b) subject to the foregoing, the federal district courts of the United States is the exclusive forum for the resolution of any complaint
asserting a cause of action arising under the Securities Act. Notwithstanding the foregoing, such forum selection provisions shall not apply to suits brought
to enforce any liability or duty created by the Exchange Act or any other claim for which the federal courts of the United States have exclusive jurisdiction.
The choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or our
directors, officers, or other employees, which may discourage such lawsuits against us and our directors, officers, and other employees. Alternatively, if a
court were to find the choice of forum provision contained in our certificate of incorporation to be inapplicable or unenforceable in an action, we may incur
additional costs associated with resolving such action in other jurisdictions, which could harm our business, results of operations, and financial condition.

Additionally, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over all suits brought to enforce any duty or
liability created by the Securities Act or the rules and regulations thereunder. As noted above, our certificate of incorporation and our bylaws provide that
the federal district courts of the United States shall have jurisdiction over any action arising under the Securities Act. Accordingly, there is uncertainty as to
whether a court would enforce such provision. Our stockholders will not be deemed to have waived our compliance with the federal securities laws and the
rules and regulations thereunder.

The market price of our common stock may be volatile or may decline regardless of our operating performance. You may lose some or all of your
investment.

The market price of our common stock is likely to be volatile. The stock market recently has experienced extreme volatility. This volatility often has been
unrelated or disproportionate to the operating performance of
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particular companies. You may not be able to resell your shares at an attractive price due to a number of factors such as those listed in this section and the
following:
 

 •  the impact of the COVID-19 pandemic on our financial condition and the results of operations;
 

 •  our operating and financial performance and prospects;
 

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

 •  conditions that impact demand for our products and/or services;
 

 •  future announcements concerning our business, our clients’ businesses or our competitors’ businesses;
 

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

 •  the market’s reaction to our reduced disclosure and other requirements as a result of being an “emerging growth company” under the
Jumpstart Our Business Startups Act (the “JOBS Act”);

 

 •  the size of our public float;
 

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

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

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

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

 •  privacy and data protection laws, privacy or data breaches, or the loss of data;
 

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

 •  changes in senior management or key personnel;
 

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

 •  changes in our dividend policy;
 

 •  adverse resolution of new or pending litigation against us; and
 

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

These broad market and industry factors may materially reduce the market price of our common stock, regardless of our operating performance. In
addition, price volatility may be greater if the public float and trading volume of our common stock is low. As a result, you may suffer a loss on your
investment.

In the past, following periods of market volatility, stockholders have instituted securities class action litigation. If we were involved in securities litigation,
it could have a substantial cost and divert resources and the attention of management from our business regardless of the outcome of such litigation.

As a public reporting company, we are subject to rules and regulations established from time to time by the SEC regarding our internal control over
financial reporting. If we fail to establish and maintain effective internal control over financial reporting and disclosure controls and procedures, we
may not be able to accurately report our financial results or report them in a timely manner.

We are subject to the rules and regulations established from time to time by the SEC and Nasdaq. These rules and regulations require, among other things
that we establish and periodically evaluate procedures with respect to our
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internal control over financial reporting. Reporting obligations as a public company are likely to place a considerable strain on our financial and
management systems, processes and controls, as well as on our personnel.

In addition, as a public company, we are required to document and test our internal control over financial reporting pursuant to Section 404 of the
Sarbanes-Oxley Act so that our management can certify as to the effectiveness of our internal control over financial reporting.

We do not intend to pay dividends on our common stock for the foreseeable future.

We have never declared or paid any cash dividends on our capital stock. We currently intend to retain all available funds and future earnings, if any, to
fund the development and growth of the business, and therefore, do not anticipate declaring or paying any cash dividends on common stock in the
foreseeable future. Any future determination related to our dividend policy will be made at the discretion of our board of directors after considering our
business prospects, results of operations, financial condition, cash requirements and availability, debt repayment obligations, capital expenditure needs,
contractual restrictions, covenants in the agreements governing current and future indebtedness, industry trends, the provisions of Delaware law affecting
the payment of dividends and distributions to stockholders and any other factors or considerations the board of directors deems relevant.

If securities analysts do not publish research or reports about us, or if they issue unfavorable commentary about us or our industry or downgrade our
common stock, the price of our common stock could decline.

The trading market for our common stock depends, in part, on the research and reports that third-party securities analysts publish about us and the
industries in which we operate. We may be unable or slow to attract research coverage, and if one or more analysts cease coverage of us, the price and
trading volume of our securities would likely be negatively impacted. If any of the analysts that may cover us change their recommendation regarding our
common stock adversely, or provide more favorable relative recommendations about our competitors, the price of our common stock would likely decline.
If any analyst that may cover us ceases covering us or fails to regularly publish reports on us, we could lose visibility in the financial markets, which could
cause the price or trading volume of our common stock to decline. Moreover, if one or more of the analysts who cover us downgrades our common stock,
or if our reporting results do not meet their expectations, the market price of our common stock could decline.

Our ability to timely raise capital in the future may be limited, or may be unavailable on acceptable terms, if at all. Our failure to raise capital when
needed could harm our business, operating results and financial condition. Debt issued to raise additional capital may reduce the value of our
common stock.

We have funded our operations since inception primarily through equity financings, debt, and payments by our customers for use of our CaaS platform
and related services. We cannot be certain when or if our operations will generate sufficient cash to fund our ongoing operations or the growth of our
business.

We intend to continue to make investments to support our business and may require additional funds. Additional financing may not be available on
favorable terms, if at all. If adequate funds are not available on acceptable terms, we may be unable to invest in future growth opportunities, which could
harm our business, operating results and financial condition. If we incur debt, the debt holders could have rights senior to holders of our common stock to
make claims on our assets. The terms of any debt could restrict our operations, including our ability to pay dividends on our common stock. As a result,
our stockholders bear the risk of future issuances of debt securities reducing the value of our common stock.
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We have been notified by Nasdaq of our failure to comply with certain continued listing requirements and, if we are unable to regain compliance with
all applicable continued listing requirements and standards of Nasdaq, our securities could be delisted.

On December 2, 2022, we received a written notice (the “Notice”) from the Listing Qualifications Department of Nasdaq notifying us that, based on the
closing bid price of our common stock for the 30 consecutive trading days preceding the notice, the Company no longer complied with the minimum bid
price requirement for continued listing on The Nasdaq Global Market. Nasdaq Listing Rule 5450(a)(1) requires listed securities to maintain a minimum bid
price of $1.00 per share (the “Minimum Bid Price Requirement”), and Nasdaq Listing Rule 5810(c)(3)(A) provides that a failure to meet the Minimum
Bid Price Requirement exists if the deficiency continues for a period of 30 consecutive trading days.

We have been provided an initial compliance period of 180 calendar days to regain compliance with the Minimum Bid Price Requirement. To regain
compliance, the closing bid price of our common stock must be at least $1.00 per share for a minimum of 10 consecutive trading days prior to May 31,
2023, and we must otherwise satisfy The Nasdaq Global Market’s requirements for listing.

If we do not regain compliance by May 31, 2023, we may be eligible for an additional 180 calendar day compliance period if we elect (and meet the listing
standards) to transfer to The Nasdaq Capital Market to take advantage of the additional compliance period offered on that market. To qualify, we would be
required, among other things, to meet the continued listing requirement for market value of publicly held shares as well as all other standards for initial
listing on The Nasdaq Capital Market, with the exception of the Minimum Bid Price Requirement, and would need to provide written notice of our
intention to cure the bid price deficiency during the second compliance period. If we do not regain compliance within the compliance period(s), including
any extensions that may be granted by Nasdaq, our securities will be subject to delisting.

Such a delisting would likely have a negative effect on the price of the securities and would impair your ability to sell or purchase the securities when you
wish to do so. In the event of a delisting, we can provide no assurance that any action taken by us to restore compliance with listing requirements would
allow our securities to become listed again, stabilize the market price or improve the liquidity of our securities. Additionally, if our securities become
delisted from Nasdaq for any reason, the liquidity and price of our securities may be more limited than if our securities were quoted or listed on Nasdaq or
another national securities exchange. You may be unable to sell your securities unless a market can be established or sustained.

Risks Related to our Convertible Notes

The issuance of shares of our common stock pursuant to our Convertible Notes may result in significant dilution to our stockholders.

The conversion of our outstanding Convertible Notes, issued on August 26, 2022, could result in the issuance of a significant number of shares of our
common stock. Currently, the $65.5 million principal amount of convertible notes is convertible at a price of $11.50 per share, which would result in the
issuance of 5,695,651 shares of our common stock upon the conversion of the Convertible Notes in full. In addition, the conversion price is subject to
adjustments set forth in the indenture, including conversion rate resets (x) on September 26, 2023 and September 26, 2024 and (y) following the
consummation of certain equity and equity-linked offerings by Nogin and sales of certain equity and equity-linked securities by certain stockholders of
Nogin.

Due to the variable nature of the adjustments of the conversion price and the formula that sets certain conversion prices of these securities based on a
discount to the then-current market price, we could issue a significant number of shares of our common stock upon conversion of the Convertible Notes,
which may result in significant dilution to our stockholders and could negatively impact the trading price of our common stock.
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Our obligations to the holders of our Convertible Notes are secured by a security interest in substantially all of our assets, if we default on those
obligations, the convertible noteholders could foreclose on our assets.

Our obligations under our outstanding Convertible Notes, issued on August 26, 2022, are secured by a security interest in substantially all of our assets. As
a result, if we default on our obligations under such Convertible Notes, the collateral agent on behalf of the holders of the Convertible Notes could
foreclose on the security interests and liquidate some or all of our assets, which would harm our business, financial condition and results of operations and
could require us to reduce or cease operations and you may lose all or part of your investment.

Events of default under the convertible notes include: (i) failure by us to pay principal when due; (ii) failure by us to pay interest when due (if not cured
within thirty (30) days); (iii) uncured conversion failure; (iv) failure to deliver a fundamental change notice when due; (v) a default in our successor
obligations; (vi) a default pursuant to our covenant obligations (that is not cured within thirty (30) days); (vii) a default pursuant to certain other obligations
(that is not cured within sixty (60) days); (viii) the occurrence of certain defaults with respect to any one or more mortgages, agreements or other
instruments under which there is outstanding at least an aggregate of $5.0 million of indebtedness of Nogin or any of its subsidiaries; (ix) any guarantee
ceases to be in full force and effect or any guarantor denies its obligations under its guarantee; (x) final judgment for the payment of money aggregating in
excess of $5.0 million are rendered against Nogin or any subsidiary and not bonded or discharged within 60 days; (xi) the commencement by Nogin or
any subsidiary of a voluntary case or proceeding under any applicable federal, state or foreign bankruptcy, insolvency, reorganization or other similar law;
(xii) the entry by a court of a decree, order, judgment or other similar document in respect of Nogin or any subsidiary of a voluntary or involuntary case or
proceeding under any applicable federal, state or foreign bankruptcy, insolvency, reorganization or other similar law (and such order or decree remains
unstayed and in effect for at least sixty (60) days); (xiii) any provision of any note document shall at any time for any reason cease to be valid and binding
or enforceable; and (xiv) any security document shall for any reason (other than pursuant to the express terms thereof or due to any failure or omission of
the collateral agent) fail or cease to create a separate valid and perfected and, except to the extent permitted by the terms thereof, first priority lien.
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USE OF PROCEEDS

We estimate that the net proceeds from our issuance and sale of our common stock in this offering will be approximately $                million, or
approximately $                million if the underwriters exercise their option to purchase additional shares in full, after deducting the underwriting discounts
and commissions and estimated offering expenses payable by us and assuming a public offering price of $                per share, the last reported sale price of
our common stock on Nasdaq on                 , 2023.

We intend to use the net proceeds of this offering primarily for general corporate purposes, which may include, but is not limited to, working capital and
capital expenditures. The amounts that we actually spend for any specific purpose may vary significantly, and will depend on a number of factors. We will
have significant discretion in the use of any net proceeds. Investors will be relying on the judgment of our management regarding the application of the
proceeds of any sale of the securities.

As of the date of this prospectus, we cannot predict with certainty all the uses for the net proceeds to be received upon the completion of this offering or the
amounts we will spend on the uses set forth above. Pending our use of the net proceeds from this offering, we intend to invest a portion of the net proceeds
in a variety of capital preservation investments, including short-term, interest-bearing instruments and U.S. government securities.
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DIVIDEND POLICY

We have never declared or paid any cash dividends on our capital stock. We currently intend to retain all available funds and future earnings, if any, to
fund the development and growth of the business, and therefore, do not anticipate declaring or paying any cash dividends on our common stock in the
foreseeable future. Any future determination related to our dividend policy will be made at the discretion of our board of directors after considering our
business prospects, results of operations, financial condition, cash requirements and availability, debt repayment obligations, capital expenditure needs,
contractual restrictions, covenants in the agreements governing current and future indebtedness, industry trends, the provisions of Delaware law affecting
the payment of dividends and distributions to stockholders and any other factors or considerations the board of directors deems relevant.
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CAPITALIZATION

The table below sets forth our cash and capitalization as of September 30, 2022:
 

 •  on an actual basis; and
 

 •  on an as adjusted basis to reflect the issuance and sale of shares of common stock in this offering at the public offering price of
$                per share after deducting underwriting discounts and commissions and offering expenses payable by us.

You should read this table in conjunction with the sections of this prospectus entitled “Use of Proceeds” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the related notes thereto appearing elsewhere in
this prospectus.
 

   As of September 30, 2022  
   Actual    As adjusted 

   
(in thousands, except share

and per share data)  
Cash   $ 15,827   $               

    

Total debt   $ 74,486   $   
Common stock, $0.0001 par value: 500,000,000 shares authorized, 66,694,295

shares issued and outstanding, actual;             shares authorized, shares issued
and outstanding, as adjusted    7   

Additional paid-in capital    9,233   
Accumulated deficit    (79,380)   

    

Total stockholders’ deficit   $(70,140)   $   
    

Total capitalization   $ 4,346   $   
    

As adjusted stockholders’ deficit amounts shown in the table above exclude the impact of:
 

 •  1,696,164 shares of our common stock issuable upon the exercise of outstanding stock options issued under the Prior Plan (as defined herein)
as of September 30, 2022, with a weighted average exercise price of $2.67 per share;

 

 •  Zero shares of our common stock issuable upon the exercise of outstanding stock options issued under the 2022 Incentive Plan (as defined
herein) as of September 30, 2022;

 

 •  Zero shares of our common stock issuable upon the vesting of restricted stock units issued under the 2022 Incentive Plan (as defined herein)
as of September 30, 2022;

 

 •  5,695,651 shares of our common stock issuable upon the conversion of Convertible Notes based on an initial conversion rate of 86.9565
shares of common stock per $1,000 principal amount of Convertible Notes;

 

 •  21,386,688 shares of our common stock issuable upon the exercise of Warrants with an exercise price of $11.50 per share; and
 

 •  1,396,419 shares of our common stock issuable upon the exercise of PIPE Warrants with an exercise price of $11.50 per share.
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DILUTION

If you invest in our common stock in this offering, your ownership interest will be immediately diluted to the extent of the difference between the
public offering price per share and the net tangible book value per share after this offering. Our net tangible book value as of September 30, 2022 was
$0.90 per share of common stock.

After giving effect to the sale of common stock that we are offering at the public offering price of $                per share of common stock, after
deducting underwriting discounts and commissions and offering expenses payable by us, our net tangible book value on an adjusted basis as of
September 30, 2022 would have been $                per share of common stock. This amount represents an immediate increase in net tangible book value of
$                per share of common stock to our existing stockholders and an immediate dilution of $                per share of common stock to new investors
purchasing shares of common stock in this offering. We determine dilution by subtracting the as adjusted net tangible book value per share of common
stock after this offering from the amount of cash that a new investor paid for a share of common stock.

The following table illustrates this dilution:
 

Public offering price per share of common stock   $       
Net tangible book value per share of common stock as of September 30, 2022   $0.90 
Increase in net tangible book value per share of common stock attributable to this

offering   
As adjusted net tangible book value per share of common stock after this offering   
Dilution per share of common stock to new investors in this offering   $   

If the underwriters exercise in full their option to purchase additional shares of common stock from us in this offering, the as adjusted net tangible
book value after the offering would be $                per share of common stock, the increase in net tangible book value to existing shareholders would be
$                per share of common stock, and the dilution to new investors would be $                per share of common stock, in each case based on the public
offering price of $                per share of common stock.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of financial condition and results of operations together with the consolidated financial statements
and the related notes included elsewhere in this prospectus. Some of the information contained in this discussion and analysis contains forward-looking
statements that involve risks and uncertainties. As a result of many factors, such as those set forth in the section of the prospectus captioned “Risk
Factors” and elsewhere in this prospectus, actual results may differ materially from those anticipated in these forward-looking statements.

Company Overview

Nogin is an e-commerce, technology platform provider in the apparel and ancillary industry’s multichannel retailing, business-to-consumer and
business-to-business domains. Nogin’s Commerce-as-a-Service (“CaaS”) platform delivers full-stack enterprise-level capabilities to our clients enabling
them to compete with large retailers. As clients grow their brand, they require additional capabilities beyond a simple online storefront. We provide the
technology for these growing brands to manage complexities related to customer management, order optimization, returns, and fulfillment. The platform’s
tools provide clients with capabilities around website development, photography, content management, customer service, marketing, warehousing, and
fulfillment. The Company’s business model is based on providing a total e-commerce software solution to its partners on a revenue-sharing basis. The
Company’s platform is used by online businesses whose needs are too complex for low cost SaaS ecommerce platforms, yet require more flexibility and
economic viability than provided by enterprise solutions.

Our platform helps brands develop relationships directly with their customers leading to accelerated revenue growth, improved customer engagement, and
reduced costs related to re-platforming and third-party integrations.

Recent Developments

Business Combination

On February 14, 2022, the Company entered into the Merger Agreement with Merger Sub and Legacy Nogin, pursuant to which Merger Sub would merge
with and into Legacy Nogin, with Legacy Nogin surviving the merger as a wholly owned subsidiary of the Company.

On April 19, 2022, the Company, the Notes Guarantors and the Subscribers entered into the PIPE Subscription Agreements pursuant to which the
Company agreed to issue and sell to the Subscribers immediately prior to the closing of the Business Combination (i) up to an aggregate principal amount
of $75.0 million of Convertible Notes at the par value of the notes and (ii) up to an aggregate of 1.5 million PIPE Warrants with each whole PIPE Warrant
entitling the holder thereof to purchase one share of common stock.

On August 26, 2022, the Company and the Equity Subscriber entered into the Equity PIPE Subscription Agreement pursuant to which the Company
agreed to issue and sell to the Equity Subscriber, immediately prior to the closing of the Business Combination, 517,079 PIPE Shares at a price per PIPE
Share equal to $10.17.

On August 26, 2022, immediately prior to the Closing, the Company issued (i) 517,079 shares of common stock to the Equity Subscriber in accordance
with the terms of the Equity PIPE Subscription Agreement, (ii) $65.5 million aggregate principal amount of Convertible Notes to the Subscribers in
accordance with the terms of the PIPE Subscription Agreements and (iii) 1,396,419 PIPE Warrants to the Subscribers in accordance with the terms of the
PIPE Subscription Agreements.

On August 26, 2022, pursuant to the Merger Agreement, Merger Sub merged with and into Legacy Nogin, with Legacy Nogin surviving the merger as a
wholly owned subsidiary of the Company.
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In connection with Closing, we changed our name to Nogin, Inc. While we are the legal acquirer of Legacy Nogin in the Business Combination, Legacy
Nogin is deemed to be the accounting acquirer, and the historical financial statements of Legacy Nogin became the historical financial statements of the
Company upon the Closing of the Transactions.

Joint Ventures

On April 6, 2021, the Company and Tiger Capital Group, LLC (“Tiger Capital”) formed a joint venture, Modcloth LLC (“ModCloth”). The Company and
Tiger Capital each contributed $1.5 million into ModCloth and Nogin owns 50% of the outstanding membership units. Tiger Capital provides the
financing for the inventory, while Nogin entered into a Master Services Agreement (“MSA”) with ModCloth to provide the Intelligent Commerce Platform
and eCommerce services. The Company accounts for its investment in ModCloth under the fair value option of accounting. As of September 30, 2022 and
December 31, 2021, the investment balance related to ModCloth was $4.5 million and $6.4 million, respectively, and was included in investment in
unconsolidated affiliates on the condensed consolidated balance sheets. For the nine months ended September 30, 2022, the Company recorded a fair value
adjustment related to its ModCloth investment of $1.9 million included in changes in fair value of unconsolidated affiliates on the condensed consolidated
statements of operations. On December 1, 2022, Tiger Capital assigned its interest in Modcloth to the Company for $1.5 million, at which point Modcloth
became a wholly owned subsidiary of the Company.

On December 31, 2021, the Company and CFL Delaware, Inc. (“CFL”) formed a joint venture, IPCO Holdings, LLC (“IPCO”), whereby the Company
contributed certain assets acquired from the BTB (ABC), LLC (“Betabrand”) acquisition and entered into a MSA with IPCO to provide certain
eCommerce services, marketing, photography, customer service and merchant credit card monitor fraud services; and CFL entered into a Master Supply
Agreement with IPCO and agreed to procure the supply of inventory to IPCO, provide manufacturing, fulfillment, logistics and warehousing services for
the inventory. The Company accounts for its investment in IPCO under the fair value option of accounting. As of September 30, 2022 and December 31,
2021, the investment balance related to IPCO was $7.2 million and $7.1 million, respectively, and was included in investment in unconsolidated affiliates
on the condensed consolidated balance sheets. For the nine months ended September 30, 2022, the Company recorded a fair value adjustment related to its
IPCO investment of $45 thousand included in changes in fair value of unconsolidated affiliates on the condensed consolidated statements of operations.

The Company has determined that it does not have the ability to direct the most significant activities of the joint ventures. The Company’s maximum
exposure to loss as a result of its investments in the joint ventures is equal to its carrying value of the investment. The Company has recorded its 50%
equity interest in the joint ventures as investments in unconsolidated affiliates under the fair value option of accounting. Changes in the fair value of the
joint ventures, which are inclusive of equity in income, are recorded as changes in fair value of unconsolidated affiliates in the consolidated statements of
operations during the periods such changes occur.

Impact of COVID-19 pandemic

In March 2020, the World Health Organization declared the COVID-19 outbreak a pandemic. The worldwide spread of COVID-19 has resulted, and is
expected to continue to result, in a global slowdown of economic activity which is likely to decrease demand for a broad variety of goods and services,
including those provided by our clients, while also disrupting sales channels and advertising and marketing activities for an unknown period until the virus
is contained, or economic activity normalizes. Our revenue growth and results of operations have been resilient despite the headwinds created by the
COVID-19 pandemic. The extent to which ongoing and future developments related to the global impact of the COVID-19 pandemic and related
vaccination measures designed to curb its spread continue to impact our business, financial condition, and results of operations, all of which cannot be
predicted with certainty. Many of these ongoing and future developments are beyond our control, including the speed of contagion, the development,
distribution and implementation of effective preventative or treatment measures, including vaccines (and vaccination rates), the scope of governmental and
other restrictions on travel, discretionary services and other activity, and the public reactions and receptiveness to these
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developments. See the section entitled “Risk Factors” for further discussion of the adverse impacts of the COVID-19 pandemic on our business.

At the onset of COVID-19, the Company anticipated an impact to the business, its financial conditions and results of operations. The Company applied for
and was granted a Paycheck Protection Plan (“PPP”) loan. In addition, the Company has taken a number of actions to mitigate the impacts of the
COVID-19 pandemic on its business. The Company witnessed a large shift in consumer spending from retail stores to online stores, and as a result, there
were no significant declines in the periods presented. However, the impacts of the COVID-19 pandemic will depend on future developments, including the
duration and spread of the pandemic. These developments and the impacts of the COVID-19 pandemic on the financial markets and overall economy are
highly uncertain and cannot be predicted.

In 2020, due to COVID-19, the Company implemented a pay reduction of 20% for the majority of our salaried employees. Once the PPP loan was
received, the Company removed the pay reduction for the employees who were affected by the pay reduction.

Components of Our Results of Operations

Revenue

The Company’s sources of revenue are summarized as follows:
 

 •  Product revenue
 

 •  Beginning in fiscal 2021, under two licensee agreements, the Company is the owner of inventory and reseller of record. As a result, the
Company is the principal in sales to end customers and records these revenues on a gross basis at a point in time.

 

 •  Service revenue
 

 

•  “Commerce as a Service” revenue—The Company’s main revenue stream is “Commerce as a Service” revenue in which it receives
commission fees derived from contractually committed gross revenue processed by customers on the Company’s e-commerce platform.
Consideration for online sales is collected directly from the end customer by the Company and amounts not owed to the Company are
remitted to the customer. Revenue is recognized on a net basis from maintaining e-commerce platforms and online orders, as the Company is
engaged in an agency relationship with its customers and earns defined amounts based on the individual contractual terms for the customer
and the Company does not take possession of the customers’ inventory or any credit risks relating to the products sold.

 

 
•  Fulfillment service revenue—Revenue for business-to-business (“B2B”) fulfillment services is recognized on a gross basis either at a point in

time or over a point in time. For example, inbound and outbound services are recognized when the service is complete, while monthly
storage services are recognized over the service period.

 

 •  Marketing service revenue—Revenue for marketing services is recognized on a gross basis as marketing services are completed.
Performance obligations include providing marketing and program management such as procurement and implementation.

 

 

•  Shipping service revenue—Revenue for shipping services is recognized on a gross basis as shipments are completed and products are shipped
to end customers. This historical source of revenue is separate from the Smart Ship offering. Smart Ship is an offering that provides order
storage and fulfillment solutions, designed for small to mid-size companies to manage the fulfillment of their orders and would be included
as Fulfillment service revenue.

 

 •  Other service revenue—Revenue for other services such as photography, business to customer (“B2C”) fulfillment, customer service,
development and web design are reimbursable costs and recognized on
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the gross basis, and are services rendered as part of the performance obligations to clients for which an online platform and online orders are
managed. All reimbursable costs are the responsibility of the Company as the Company uses such services to fulfill its performance
obligations.

 

 
•  Set up and implementation service revenue—The Company provides set up and implementation services for new clients. The revenue is

recognized on a gross basis at the completion of the service, with the unearned amounts received for incomplete services recorded as deferred
revenue, if any.

The Company recognizes revenue when control of the promised goods or services is transferred to the Company’s customers, in an amount that reflects the
consideration it expects to be entitled to in exchange for those goods or services. The Company determines revenue recognition through the following
steps:
 

 •  Identification of a contract with a customer;
 

 •  Identification of the performance obligations in the contract;
 

 •  Determination of the transaction price;
 

 •  Allocation of the transaction price to the performance obligations in the contract;
 

 •  Recognition of revenue when or as the performance obligations are satisfied.

A performance obligation is a promise in a contract to transfer a distinct product. Performance obligations promised in a contract are identified based on
the goods that will be transferred that are both capable of being distinct and are distinct in the context of the contract, whereby the transfer of the goods is
separately identifiable from other promises in the contract. Performance obligations include establishing and maintaining customer online stores, providing
access to the Company’s e-commerce platform, customer service support, photography services, warehousing, and fulfillment. Most of the contracts of the
Company with customers contain multiple promises, which may result in multiple performance obligations, while others are combined into one
performance obligation. For contracts with customers, the Company accounts for individual promises separately if they are distinct. The transaction price
is allocated to the separate performance obligations on a relative standalone selling price basis. The Company determines the standalone selling prices
based on its overall pricing objectives, taking into consideration market conditions and other factors.

The Company has concluded the sale of goods and related shipping and handling on behalf of our customers are accounted for as a single performance
obligation, while the expenses incurred for actual shipping charges are included in cost of sales.

The Company’s revenue is mainly commission fees derived from contractually committed gross revenue processed by customers on the Company’s
e-commerce platform. The Company is acting as an agent in these arrangements and customers do not have the contractual right to take possession of the
Company’s software. Revenue is recognized in an amount that reflects the consideration that the Company expects to ultimately receive in exchange for
those promised goods, net of expected discounts for sales promotions and customary allowances.

CaaS Revenue is recognized on a net basis from maintaining e-commerce platforms and online orders, as the Company is engaged primarily in an agency
relationship with its customers and earns defined amounts based on the individual contractual terms for the customer and the Company does not take
possession of the customers’ inventory or any credit risks related to the products sold.

Variable consideration is included in revenue for potential product returns. The Company uses an estimate to constrain revenue for the expected variable
consideration at each period end. The Company reviews and updates its estimates and related accruals of variable consideration each period based on the
terms of the agreements, historical experience, and expected levels of returns. Any uncertainties in the ultimate resolution of variable consideration due to
factors outside of the Company’s influence are typically resolved within a short timeframe
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therefore not requiring any additional constraint on the variable consideration. The estimated reserve for returns is included on the balance sheet in accrued
expenses with changes to the reserve in revenue on the accompanying statement of operations.

In most cases the Company acts as the merchant of record, resulting in a due to client liability (discussed below). However, in some instances, the
Company may perform services without being the merchant of record in which case there is a receivable from the customer.

Payment terms and conditions are generally consistent for customers, including credit terms to customers ranging from seven days to 60 days, and the
Company’s contracts do not include any significant financing component. The Company performs credit evaluations of customers and evaluates the need
for allowances for potential credit losses based on historical experience, as well as current and expected general economic conditions.

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore, are excluded from net
revenue in the consolidated statements of operations.

Operating Expenses

We classify our operating expenses into the following categories:
 

 

•  Cost of services. Cost of services reflects costs directly related to providing services under the master service agreements with customers,
which primarily includes service provider costs directly related to processing revenue transactions, marketing expenses and shipping and
handling expenses which correspond to marketing and shipping revenues, as well as credit card merchant fees. Cost of services is exclusive
of depreciation and amortization and general salaries and related expenses.

 

 
•  Cost of product revenue. Cost of product revenue reflects costs directly related to selling inventory acquired from select clients, which

primarily includes product cost, warehousing costs, fulfillment costs, credit card merchant fees and third-party royalty costs. Cost of product
revenue is exclusive of depreciation and amortization and general salaries and related expenses.

 

 •  Sales and marketing. Sales and marketing expense consists primarily of salaries associated with selling across all our revenue streams.
 

 •  Research and development. Research and development expense consists primarily of salaries and contractors’ costs associated with research
and development of the Company’s technology platform.

 

 •  General, and administrative. General and administrative expense consists primarily of lease expense, materials and equipment, dues and
subscriptions, professional services, and acquisition costs incurred.

 

 •  Depreciation and amortization. Depreciation and amortization expenses are primarily attributable to our capital investment and consist of
fixed asset depreciation and amortization of intangibles considered to have finite lives.

Interest Expense

Interest expense primarily consists of interest incurred under our line of credit and promissory notes.

Change in Fair Value of Unconsolidated Affiliates

Change in fair value of unconsolidated affiliates represents the fair value adjustments associated with the Company’s ModCloth and IPCO investments for
which the Company elected to use the fair value option of accounting.
 

48



Table of Contents

Other Income (Expense)

Other income (expense) is mainly related to sublease rental income derived from the sublease of property by the Company as well as gain from settlement
of deferred revenue and PPP loan forgiveness.

Provision (Benefit) for Income Taxes

The provision (benefit) for income taxes consist primarily of U.S. federal, state, and foreign income taxes. Deferred tax assets and liabilities are recognized
with respect to the tax consequences attributable to differences between the financial statement carrying values and tax basis of assets and liabilities.
Deferred tax assets and liabilities are measured using tax rates expected to apply to taxable income in the years in which these temporary differences are
expected to be recovered or settled. A valuation allowance is established, when necessary, to reduce deferred tax assets if it is more likely than not that
some portion or all the deferred tax assets will not be realized.

Realization of our deferred tax assets is dependent primarily on the generation of future taxable income. In considering the need for a valuation allowance,
we consider our historical, as well as future, projected taxable income along with other objectively verifiable evidence. Objectively verifiable evidence
includes our realization of tax attributes, assessment of tax credits and utilization of net operating loss carryforwards during the year.

Results of Operations for the Three and Nine Months Ended September 30, 2022 and 2021

The following tables set forth our consolidated results of operations and our consolidated results of operations as a percentage of revenue for the periods
presented (in thousands):
 

   
Three Months Ended

September 30,    
Nine Months Ended

September 30,  
   2022    2021    2022    2021  
Net service revenue   $ 10,013   $ 9,071   $ 27,800   $31,242 
Net product revenue    8,645    15,224    29,401    19,739 
Net revenue from related parties    2,316    2,652    9,321    4,240 

        

Total net revenue    20,974    26,947    66,522    55,221 
Operating costs and expenses:         
Cost of services(1)    6,304    5,250    17,496    16,721 
Cost of product revenue(1)    7,956    6,049    23,363    7,957 
Sales and marketing    925    528    2,111    1,205 
Research and development    1,400    1,609    4,227    4,033 
General and administrative    15,969    15,658    46,332    30,300 
Depreciation and amortization    194    144    614    384 

        

Total operating costs and expenses    32,748    29,238    94,143    60,600 
        

Operating loss    (11,774)    (2,291)    (27,621)    (5,379) 
Interest expense    (2,568)    (254)    (4,685)    (374) 
Change in fair value of promissory notes    (1,995)    —      (4,561)    —   
Change in fair value of derivative instruments    64    —      64    —   
Change in fair value of unconsolidated affiliates    87    —      (1,895)    4,937 
Change in fair value of convertible notes    (9,182)    —      (9,182)    —   
Debt extinguishment loss    (1,885)    —      (1,885)    —   
Other (loss) income, net    (1,574)    2,660    87    2,972 

        

(Loss) Income before income taxes    (28,827)    115    (49,678)    2,156 
Provision for income taxes    69    366    134    82 

        

Net (loss) income   $(28,896)   $ (251)   $(49,812)   $ 2,074 
        

 
(1) Exclusive of depreciation and amortization shown separately.
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Three Months
Ended

September 30,   

Nine Months
Ended

September 30,  
(as a percentage of total revenue*)   2022   2021   2022   2021  
Net service revenue    47.7%   33.7%   41.8%   56.6% 
Net product revenue    41.2%   56.5%   44.2%   35.7% 
Net revenue from related parties    11.0%   9.8%   14.0%   7.7% 

  

Total net revenue    100.0%   100.0%   100.0%   100.0% 
Operating costs and expenses:      
Cost of services(1)    30.1%   19.5%   26.3%   30.3% 
Cost of product revenue(1)    37.9%   22.4%   35.1%   14.4% 
Sales and marketing    4.4%   2.0%   3.2%   2.2% 
Research and development    6.7%   6.0%   6.4%   7.3% 
General and administrative    76.1%   58.1%   69.6%   54.9% 
Depreciation and amortization    0.9%   0.5%   0.9%   0.7% 

  

Total operating costs and expenses    156.1%   108.5%   141.5%   109.7% 
  

Operating loss    -56.1%   -8.5%   -41.5%   -9.7% 
Interest expense    -12.2%   -0.9%   -7.0%   -0.7% 
Change in fair value of promissory notes    -9.5%   0.0%   -6.9%   0.0% 
Change in fair value of derivative instruments    0.3%   0.0%   0.1%   0.0% 
Change in fair value of unconsolidated affiliates    0.4%   0.0%   -2.8%   8.9% 
Change in fair value of convertible notes    -43.8%   0.0%   -13.8%   0.0% 
Debt extinguishment loss    -9.0%   0.0%   -2.8%   0.0% 
Other (loss) income, net    -7.5%   9.9%   0.1%   5.4% 

  

(Loss) Income before income taxes    -137.4%   0.4%   -74.7%   3.9% 
Provision for income taxes    0.3%   1.4%   0.2%   0.1% 

  

Net (loss) income    -137.8%   -0.9%   -74.9%   3.8% 
  

 
* Percentages may not sum due to rounding
(1) Exclusive of depreciation and amortization shown separately.

Comparison of the Nine Months Ended September 30, 2022 and 2021

Net service revenue
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net service revenue   $27,800  $31,242  $ (3,442)    (11.0)% 
Percent of total revenue    41.8%   56.6%    

Net service revenue decreased by $3.4 million, or 11.0%, to $27.8 million for the nine months ended September 30, 2022 as compared to $31.2 million for
the nine months ended September 30, 2021. The Company historically recognizes net revenue as a percentage of service sales. The decrease is primarily
due to a client for whom the Company recognized service revenue in 2021 until the Company purchased inventory from the client, and as a result, the
Company began recognizing product revenue instead of service revenue starting in the third quarter of 2021. See below for further discussion on product
revenue. Net service revenue as a percentage of total revenue was 41.8% for the nine months ended September 30, 2022 compared to 56.6% for the nine
months ended September 30, 2021.
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Net product revenue
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net product revenue   $29,401  $19,739  $ 9,662    48.9% 
Percent of total revenue    44.2%   35.7%    

Net product revenue increased by $9.7 million, or 48.9%, to $29.4 million for the nine months ended September 30, 2022 as compared to $19.7 million for
the nine months ended September 30, 2021. The Company historically recognizes net revenue as a percentage of service sales. Starting in the second
quarter of 2021, the Company added product revenue, which was generated from purchased inventory from select clients, to assist those clients with
managing inventory through the pandemic in order to continue marketing and selling their particular brand of products. The Company sourced the
products from vendors approved by licensees, and the products were received into the Company’s leased distribution centers and orders by end-customers
were then fulfilled. As a result, the Company recognized the gross revenue for the sale of the inventory-owned products, and the corresponding cost of
product revenue in the period the order was fulfilled. The practice of purchasing inventory was unique to 2021 and 2022, and the Company does not
anticipate continuing after finding a buyer to distribute the inventory. The increase in product revenue is primarily due to the addition of a second product
revenue client that was added in the third quarter of 2021. Net product revenue as a percentage of total revenue was 44.2% for the nine months ended
September 30, 2022 compared to 35.7% for the nine months ended September 30, 2021.

Net revenue from related parties
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net revenue from related parties   $9,321  $4,240  $ 5,081    119.8% 
Percent of total revenue    14.0%   7.7%    

Net revenue from related parties increased by $5.1 million, or 119.8%, to $9.3 million for the nine months ended September 30, 2022 as compared to
$4.2 million for the nine months ended September 30, 2021. The Company provides services to its joint ventures under Master Services agreements that
are classified as related party revenue. The increase is primarily due to the addition of a second joint venture added in the fourth quarter of 2021, and
revenue for the second joint venture was included for the nine months ending September 30, 2022. Net service revenue from related parties as a percentage
of total revenue was 14.0% for the nine months ended September 30, 2022 compared to 7.7% for the nine months ended September 30, 2021.

Cost of services
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Cost of services   $17,496  $16,721  $ 775    4.6% 
Percent of total revenue    26.3%   30.3%    

Cost of services increased by $0.8 million, or 4.6%, to $17.5 million for the nine months ended September 30, 2022 as compared to $16.7 million for the
nine months ended September 30, 2021. The increase in cost of services in 2022 was related to higher shipping costs. Cost of services as a percentage of
total revenue was 26.3% for the nine months ended September 30, 2022 compared to 30.3% for the nine months ended September 30, 2021.
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Cost of product revenue
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Cost of product revenue   $23,363  $7,957  $15,406    193.6% 
Percent of total revenue    35.1%   14.4%    

Cost of product revenue increased by $15.4 million, or 193.6%, to $23.4 million for the nine months ended September 30, 2022 as compared to
$8.0 million for the nine months ended September 30, 2021. The increase was primarily related to the acquisition of inventory starting in the second
quarter of 2021 in order to support select clients during the pandemic. The practice of purchasing inventory was unique to 2021 and 2022, and the
Company does not anticipate continuing after finding a buyer to distribute the inventory. Cost of product revenue as a percentage of total revenue was
35.1% for the nine months ended September 30, 2022 compared to 14.4% for the nine months ended September 30, 2021.

Sales and Marketing
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Sales and marketing   $2,111  $1,205  $ 906    75.2% 
Percent of total revenue    3.2%   2.2%    

Sales and marketing expense increased by $0.9 million, or 75.2%, to $2.1 million for the nine months ended September 30, 2022 as compared to
$1.2 million for the nine months ended September 30, 2021. The increase in sales and marketing expense in 2022 was primarily due to rebuilding of the
sales team after a reduction as a result of the COVID-19 pandemic.

Research and development
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Research and development   $4,227  $4,033  $ 194    4.8% 
Percent of total revenue    6.4%   7.3%    

Research and development expense increased by $0.2 million, or 4.8%, to $4.2 million for the nine months ended September 30, 2022 as compared to
$4.0 million for the nine months ended September 30, 2021. The increase in research and development expense in 2022 was primarily due to general
growth in the Company as a result of the economic recovery from the COVID-19 pandemic, along with additional cost investments related to new product
launches.

General and administrative
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
General and administrative   $46,332  $30,300  $16,032    52.9% 
Percent of total revenue    69.6%   54.9%    

General and administrative expense increased by $16.0 million, or 52.9%, to $46.3 million for the nine months ended September 30, 2022 as compared to
$30.3 million for the nine months ended September 30, 2021. The increase in general and administrative expense in 2022 was primarily due to additional
headcount and operating expense to support the growth in the Company’s total revenue.
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Depreciation and amortization
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Depreciation and amortization   $614  $384  $ 230    59.9% 
Percent of total revenue    0.9%   0.7%    

Depreciation and amortization expense increased by $0.2 million, or 59.9%, to $0.6 million for the nine months ended September 30, 2022 as compared to
$0.4 million for the nine months ended September 30, 2021. The increase in depreciation and amortization in 2022 was primarily due to the purchase of
new hardware and equipment and additional amortization related to the acquired capitalized software.

Interest expense
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Interest expense   $4,685  $374  $ 4,311    1152.7% 
Percent of total revenue    7.0%   0.7%    

Interest expense increased by $4.3 million, or 1152.7%, to $4.7 million for the nine months ended September 30, 2022 as compared to $0.4 million for the
nine months ended September 30, 2021. The increase in interest expense in 2022 was primarily due to interest on the Company’s notes payable issued in
the third and fourth quarters of 2021 and the third quarter of 2022 and investor notes issued in the second quarter of 2022. The notes payable and investor
notes were fully repaid at closing of the Business Combination.

Change in fair value of promissory notes
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of promissory notes   $4,561  $—    $ 4,561    100.0% 
Percent of total revenue    6.9%   —  %    

Change in fair value of promissory notes was $4.6 million for the nine months ended September 30, 2022. The Company recognized a loss of $4.6 million
for the nine months ended September 30, 2022 that were related to the Promissory Notes issued in the second and third quarter of 2022, which were based
on the estimated cash payment needed to repay the Promissory Notes at closing of the Business Combination.

Change in fair value of derivatives
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of derivatives   $ (64)  $—    $ (64)    100.0% 
Percent of total revenue    -0.1%   —  %    

Change in fair value of derivates notes was a gain of $64 thousand for the nine months ended September 30, 2022. The Company recognized a change in
fair value of derivate notes in connection with the Standby Agreement.
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Change in fair value of unconsolidated affiliate
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of unconsolidated affiliates   $1,895  $(4,937)  $ 6,832    (138.4)% 
Percent of total revenue    2.8%   (8.9)%    

Change in fair value of unconsolidated affiliates decreased by $6.8 million, or 138.4%, to a loss of $1.9 million for the nine months ended September 30,
2022 as compared to a gain of $4.9 million for the nine months ended September 30, 2021. The decrease is attributable to the Company’s investment in
ModCloth, which was formed in April 2021, and IPCO, which was formed in December 2021. The Company elected to apply the fair value option of
accounting to the joint ventures. The Company engaged a third-party valuation specialist to assist with the fair value assessment. As a result, the Company
recorded a fair value adjustment for the investment in connection with its 50% interest during the nine months ended September 30, 2022 and
September 30, 2021.

Change in fair value of convertible notes
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of convertible notes   $9,182  $—    $ 9,182    100.0% 
Percent of total revenue    13.8%   —  %    

Change in fair value of convertible notes was $9.2 million for the nine months ended September 30, 2022. The change is attributable to fair value of the
convertible notes, which the Company engaged a third-party valuation specialist to assist with the fair value assessment.

Debt Extinguishment Loss
 

   For the Nine Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Debt extinguishment loss   $1,885  $—    $ 1,885    100.0% 
Percent of total revenue    2.8%   —  %    

Debt Extinguishment loss was $1.9 million for the nine months ended September 30, 2022. The Company recognized a loss of $1.9 million for the
extinguishment of debt as part of the closing of the Business Combination.

Other (loss) income
 

   For the Nine Months Ended September 30,  
   2022  2021   $ Change   % Change 
   (in thousands, except percentages)  
Other (loss) income   $ 87  $2,972  $ (2,885)    (97.1)% 
Percent of total revenue    0.1%   5.4%    

Other (loss) income decreased by $2.9 million, or 97.1%, to $0.1 million for the nine months ended September 30, 2022 as compared to $3.0 million for
the nine months ended September 30, 2021. The decrease was primarily related to the settlement of deferred revenue of $1.6 million related to sale of
finished inventory to IPCO in the first quarter of 2022 and forgiveness of the PPP loan of $2.6 million in the third quarter of 2021.
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Provision for income tax
 

   For the Nine Months Ended September 30,  
   2022   2021  $ Change   % Change 
   (in thousands, except percentages)  
Provision for income tax   $134  $ 82  $ 52    63.4% 
Percent of total revenue    0.2%   0.1%    

The provision for income tax expense increased $0.1 million, or 63.4%, during the nine months ended September 30, 2022 as compared to the nine months
ended September 30, 2021. The increase was primarily due to a full valuation allowance for differences related to GAAP and tax income related to the
Company’s joint ventures due to election of accounting for the joint ventures using the equity method fair value option.

Comparison of the Three Months Ended September 30, 2022 and 2021

Net service revenue
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net service revenue   $10,013  $9,071  $ 942    10.4% 
Percent of total revenue    47.7%   33.7%    

Net service revenue increased by $0.9 million, or 10.4%, to $10.0 million for the three months ended September 30, 2022 as compared to $9.1 million for
the three months ended September 30, 2021. The increase was primarily due to revenue associated with our Smart Ship technology that was introduced in
the second quarter of 2022.

Net product revenue
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net product revenue   $8,645  $15,224  $ (6,579)    -43.2% 
Percent of total revenue    41.2%   56.5%    
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Net product revenue decreased by $6.6 million, or 43.2%, to $8.6 million for the three months ended September 30, 2022 as compared to $15.2 million for
the three months ended September 30, 2021. The Company historically recognizes net revenue as a percentage of service sales. Starting in the second
quarter of 2021, the Company added product revenue, which was generated from purchased inventory from select clients, to assist those clients with
managing inventory through the pandemic in order to continue marketing and selling their particular brand of products. The Company sourced the
products from vendors approved by licensees, and the products were received into the Company’s leased distribution centers and orders by end-customers
were then fulfilled. As a result, the Company recognized the gross revenue for the sale of the inventory-owned products, and the corresponding cost of
product revenue in the period the order was fulfilled. The practice of purchasing inventory was unique to 2021 and 2022, and the Company does not
anticipate continuing after finding a buyer to distribute the inventory. The decrease was primarily due to discounted pricing in the third quarter of 2022 to
focus on generating cash through closing of the Business Combination.

Net revenue from related parties
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Net revenue from related parties   $2,316  $2,652  $ (336)    (12.7)% 
Percent of total revenue    11.0%   9.8%    

Net revenue from related parties decreased by $0.3 million, or 12.7%, to $2.3 million for the three months ended September 30, 2022 as compared to
$2.7 million for the three months ended September 30, 2021. The Company provides services to its joint ventures under Master Services agreements that
are classified as related party revenue. The increase in the third quarter of 2022 is due to revenue from the IPCO joint venture, which was formed in the
fourth quarter of 2021.

Cost of services
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Cost of services   $6,304  $5,250  $ 1,054    20.1% 
Percent of total revenue    30.1%   19.5%    

Cost of services increased by $1.1 million, or 20.1%, to $6.3 million for the three months ended September 30, 2022 as compared to $5.3 million for the
three months ended September 30, 2021. The increase in cost of services in 2022 was primarily attributable to increased social media and search engine
costs.

Cost of product revenue
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Cost of product revenue   $7,956  $6,049  $ 1,907    31.5% 
Percent of total revenue    37.9%   22.4%    

Cost of product revenue increased by $1.9 million, or 31.5%, to $8.0 million for the three months ended September 30, 2022 as compared to $6.0 million
for the three months ended September 30, 2021. Cost of product revenue as a percentage of total revenue was 37.9% for the three months ended
September 30, 2022 compared to 22.4% for the three months ended September 30, 2021. The increase in cost of product revenue is primarily attributed to
discounted pricing in the third quarter of 2022 as the Company focused on generating cash through closing of the Business Combination.
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Sales and Marketing
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Sales and marketing   $925  $528  $ 397    75.2% 
Percent of total revenue    4.4%   2.0%    

Sales and marketing expense increased by $0.4 million, or 75.2%, to $0.9 million for the three months ended September 30, 2022 as compared to
$0.5 million for the three months ended September 30, 2021. The increase in sales and marketing expense in 2022 was primarily due to additional
headcount and consulting to support initiatives following the Business Combination.

Research and development
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Research and development   $1,400  $1,609  $ (209)    (13.0)% 
Percent of total revenue    6.7%   6.0%    

Research and development expense decreased by $0.2 million, or 13.0%, to $1.4 million for three months ended September 30, 2022 as compared to
$1.6 million for the three months ended September 30, 2021. The decrease in research and development expense in 2022 was primarily due to decreased
costs following the launch of Smart Ship in early 2022.

General and administrative
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
General and administrative   $15,969  $15,658  $ 311    2.0% 
Percent of total revenue    76.1%   58.1%    

General and administrative expense increased by $0.3 million, or 2.0%, to $16.0 million for the three months ended September 30, 2022 as compared to
$15.7 million for the three months ended September 30, 2021. The increase in general and administrative expense in 2022 was primarily due to additional
headcount to support initiatives following the Business Combination.

Depreciation and amortization
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Depreciation and amortization   $194  $144  $ 50    34.7% 
Percent of total revenue    0.9%   0.5%    

Depreciation and amortization expense increased by $0.1 million, or 34.7%, to $0.2 million for the three months ended September 30, 2022 as compared to
$0.1 million for the three months ended September 30, 2021. The increase in depreciation and amortization in 2022 was primarily due to the purchase of
new hardware and equipment and capitalized software in 2022.
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Interest expense
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Interest expense   $2,568  $254  $ 2,314    911.0% 
Percent of total revenue    12.2%   0.9%    

Interest expense increased by $2.3 million, or 911.0%, to $2.6 million for the three months ended September 30, 2022 as compared to $0.3 million for the
three months ended September 30, 2021. The increase in interest expense in 2022 was primarily due to interest on the Company’s notes payable issued in
the third and fourth quarters of 2021 and the third quarter of 2022 and investor notes issued in the second quarter of 2022. The notes payable and investor
notes were fully repaid at closing of the Business Combination.

Change in fair value of promissory notes
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of promissory notes   $1,995  $—    $ 1,995    100.0% 
Percent of total revenue    9.5%   —  %    

Change in fair value of promissory notes was $2.0 million for the three months ended September 30, 2022. The Company recognized a loss of $2.0 million
for the promissory notes issued in the second and third quarter of 2022, which were based on the estimated cash payment needed to repay the promissory
notes at closing of the Business Combination.

Change in fair value of derivatives
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of derivatives   $ (64)  $—    $ (64)    100.0% 
Percent of total revenue    (0.3)%   —  %    

Change in fair value of derivatives notes was a gain of $64 thousand for the three months ended September 30, 2022. The Company recognized a change in
fair value of derivate notes in connection with the Standby Agreement.

Change in fair value of unconsolidated affiliates
 

   For the Three Months Ended September 30,  
   2022  2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of unconsolidated affiliates   $ 87  $—    $ 87    100.0% 
Percent of total revenue    0.4%   —  %    

Change in fair value of unconsolidated affiliates was $0.1 million for the three months ended September 30, 2022. The increase is attributable to the
Company’s investment in ModCloth, which was formed in April 2021, and IPCO, which was formed in December 2021. The Company elected to apply
the fair value option of accounting to the joint ventures. The Company engaged a third-party valuation specialist to assist with the fair value assessment. As
a result, the Company recorded a fair value adjustment for the investment in connection with its 50% interest during the three months ended September 30,
2022 and 2021.
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Change in fair value of convertible notes
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of convertible notes   $9,182  $—    $ 9,182    100.0% 
Percent of total revenue    43.8%   —  %    

Change in fair value of convertible notes was $9.2 million for the three months ended September 30, 2022. The change is attributable to fair value of the
convertible notes. The Company engaged a third-party valuation specialist to assist with the fair value assessment.

Debt Extinguishment Loss
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Debt extinguishment loss   $1,885  $—    $ 1,885    100.0% 
Percent of total revenue    9.0%   —  %    

Debt Extinguishment loss was $1.9 million for the three months ended September 30, 2022. The Company recognized a loss of $1.9 million for the
extinguishment of debt as part of the closing of the Business Combination.

Other (loss) income
 

   For the Three Months Ended September 30,  
   2022   2021   $ Change   % Change 
   (in thousands, except percentages)  
Other (loss) income   $(1,574)  $2,660  $ (4,234)    (159.2)% 
Percent of total revenue    (7.5)%   9.9%    

Other (loss) income decreased by $4.2 million, or 159.2%, to a loss of $1.6 million for the three months ended September 30, 2022 as compared to a gain
of $2.7 million for the three months ended September 30, 2021. The decrease in other income was primarily related to the forgiveness of PPP loan in the
third quarter of 2021 and costs related to issuance of PIPE convertible notes that are expensed due to fair value option election of accounting.

Provision for income tax
 

   For the Three Months Ended September 30,  
   2022  2021   $ Change   % Change 
   (in thousands, except percentages)  
Provision for income tax   $ 69  $366  $ (297)    (81.1)% 
Percent of total revenue    0.3%   1.4%    

The provision for income tax expense decreased $0.3 million, or 81.1%, to $0.1 million for the three months ended September 30, 2022 as compared to
$0.4 million for the three months ended September 30, 2021. The decrease was primarily due to a full valuation allowance for differences related to GAAP
and tax income related to the Company’s joint ventures due to election of accounting for the joint ventures using the equity method fair value option.
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Results of Operations for the Years Ended December 31, 2021 and 2020

The following tables set forth our consolidated results of operations and our consolidated results of operations as a percentage of revenue for the periods
presented (in thousands):
 

   
For the Years Ended

December 31,  
   2021    2020  
Net service revenue   $ 41,866   $45,517 
Net product revenue    51,346    —   
Net service revenue from related parties    8,136    —   

    

Total net revenue    101,348    45,517 
Operating costs and expenses:     
Cost of services(1)    24,174    17,997 
Cost of product sales(1)    20,431    —   
Sales and marketing    1,772    1,094 
Research and development    5,361    4,289 
General and administrative    55,369    23,865 
Depreciation and amortization    520    415 

    

Total operating costs and expenses    107,627    47,660 
    

Operating loss    (6,279)    (2,143) 
Interest expense    (926)    (225) 
Change in fair value of unconsolidated affiliate    4,937    —   
Other income    3,378    1,418 

    

Income (loss) before income taxes    1,110    (950) 
Provision for income taxes    1,175    190 

    

Net loss   $ (65)   $ (1,140) 
    

 
(1) Exclusive of depreciation and amortization shown separately.
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For the Years
Ended

December 31,  
(as a percentage of revenue* )   2021   2020  
Net service revenue    41.3%   100.0% 
Net product revenue    50.7   —   
Net service revenue from related parties    8.0   —   

  

Total net revenue    100.0   100.0 
Operating costs and expenses:    
Cost of services(1)    23.9   39.5 
Cost of product revenue(1)    20.2   —   
Sales and marketing    1.7   2.4 
Research and development    5.3   9.4 
General and administrative    54.6   52.4 
Depreciation and amortization    0.5   0.9 

  

Total operating costs and expenses    106.2   104.7 
  

Operating loss    (6.2)   (4.7) 
Interest expense    (0.9)   (0.5) 
Change in fair value of unconsolidated affiliate    4.9   —   
Other income    3.3   3.1 

  

Income (loss) before income taxes    1.1   (2.1) 
Provision for income taxes    1.2   0.4 

  

Net income (loss)    (0.1)%   (2.5)% 
  

 
* Percentages may not sum due to rounding
(1) Exclusive of depreciation and amortization shown separately.

Comparison of the Years Ended December 31, 2021 and 2020

Net revenue
 

   For the Year Ended December 31,  
   2021    2020    $ Change   % Change 
   (in thousands, except percentages)  
Net revenue   $101,348   $45,517   $55,831    122.7% 

Revenue increased by $55.8 million or 122.7% for the year ended December 31, 2021 as compared to the year ended December 31, 2020. The Company
historically recognizes net revenue as a percentage of service sales. In 2021, the Company added product revenue, which was generated from purchased
inventory from select clients to assist those clients with managing inventory through the pandemic in order to continue marketing and selling the particular
brand of products. The Company sources the products from vendors approved from licensees, which are received into the Company’s leased distribution
centers, and fulfilled based on orders from end-customers. As a result, the Company recognized the gross revenue for the sale of the inventory-owned
products, and the corresponding cost of product revenue in the period the order is fulfilled. The inventory purchase was a unique situation in 2021 which
the Company does not anticipate continuing after finding a buyer to distribute the inventory.

In addition, in 2021 the economy began to recover from the slow-down effects of the COVID-19 pandemic, resulting in general growth of our business in
2021 compared to 2020.
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Cost of services
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Cost of Services   $24,174  $17,997  $ 6,177    34.3% 
Percent of revenue    23.9%   39.5%    

Cost of services increased by $6.2 million or 34.3% for the year ended December 31, 2021 as compared to the year ended December 31, 2020. The
increase in cost of services in 2021 was primarily due to support of growth in our revenue and changes in revenue structure for certain customers. Cost of
services as a percentage of revenue was 23.9% for the year ended December 31, 2021 compared to 39.5% for the year December 31, 2020.

Cost of product revenue
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Cost of product revenue   $20,431  $—    $20,431    100.0% 
Percent of revenue    20.2%   —  %    

Cost of product revenue increased by $20.4 million or 100.0% for the year ended December 31, 2021 as compared to the year ended December 31, 2020.
The increase is related to acquisition of inventory in 2021 in order to support select clients during the pandemic. The inventory purchase was a unique
situation in 2021 which we do not anticipate continuing after we find a buyer to distribute the inventory.

Sales and Marketing
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Sales and marketing   $1,772  $1,094  $ 678    62.0% 
Percent of revenue    1.7%   2.4%    

Sales and marketing expense increased by $0.7 million or 62.0% for the year ended December 31, 2021 as compared to the year ended December 31, 2020.
In 2020, the Company reduced the size of our sales team as a result of the COVID-19 pandemic. The increase in sales and marketing expense in 2021 was
primarily due to rebuilding of the sales team.

Research and development
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Research and development   $5,361  $4,289  $ 1,072    25.0% 
Percent of revenue    5.3%   9.4%    

Research and development expense increased by $1.1 million or 25.0% for the year ended December 31, 2021 as compared to the year ended
December 31, 2020. The increase in research and development expense in 2021 was primarily due to general growth in the Company as a result of the
economic recovery from the COVID-19 pandemic, along with additional cost investments related to new product launches.
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General and administrative
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
General and administrative   $55,369  $23,865  $31,497    132.0% 
Percent of revenue    54.6%   52.4%    

General and administrative expense increased by $31.5 million or 132.0% for the year ended December 31, 2021 as compared to the year ended
December 31, 2020. The increase in general and administrative expense in 2021 was primarily due to additional headcount and operating expense to
support the growth in revenue.

Depreciation and amortization
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Depreciation and amortization   $520  $415  $ 105    25.3% 
Percent of revenue    0.5%   0.9%    

Depreciation and amortization expense increased by $0.1 million or 25.3% for the year ended December 31, 2021 as compared to the year ended
December 31, 2020. The increase in depreciation and amortization in 2021 was primarily due to the purchase of new hardware and equipment during the
year ended December 31, 2021.

Interest expense
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Interest expense   $926  $225  $ 701    311.6% 
Percent of revenue    0.9%   0.5%    

Interest expense increased by $0.7 million or 311.6% for the year ended December 31, 2021 as compared to the year ended December 31, 2020. The
increase in interest expense in 2021 was primarily due to interest on the Company’s new promissory notes entered in to in August 2021.

Change in fair value of unconsolidated affiliates
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Change in fair value of unconsolidated affiliate   $4,937  $—    $ 4,937    100.0% 
Percent of revenue    4.9%   —  %    

Change in fair value of unconsolidated affiliate increased by $4.9 million for the year ended December 31, 2021 as compared to the year ended
December 31, 2020. The increase is attributable to the Company’s investment in ModCloth which was formed in April 2021 with an initial investment of
$1.5 million. The Company elected to apply the fair value option of accounting to the joint venture and engaged a third-party valuation specialist to assist
with the fair value assessment, the methodology of which is discussed in the notes to the audited consolidated financial statements included elsewhere in
this prospectus/registration statement. As of December 31, 2021, the fair value was determined to be $6.4 million, which is included in investment in
unconsolidated affiliates on the Company’s consolidated balance sheet. As such, for the year ended December 31, 2021, the Company recorded a fair
value adjustment related to its ModCloth investment of
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$4.9 million, included in changes in fair value of unconsolidated affiliates on the Company’s consolidated statements of operations in connection with its
50% interest in ModCloth during the year ended December 31, 2021. ModCloth was a business in financial distress, but with strong potential and
projected revenue growth. These factors, along with the Company’s expertise in comprehensive e-commerce platform and specialized marketing, web
design and brand management teams, the value of ModCloth was significantly higher from our initial cash investment.

Other income
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Other income   $3,378  $1,418  $ 1,960    138.2% 
Percent of revenue    3.3%   3.1%    

Other income increased by $2.0 million or 138.2% for the year ended December 31, 2021 as compared to the year ended December 31, 2020. The increase
in other income in 2021 was primarily due to the gain on forgiveness of the Company’s Paycheck Protection Program loan for approximately $2.3 million.

Provision for income tax
 

   For the Year Ended December 31,  
   2021   2020   $ Change   % Change 
   (in thousands, except percentages)  
Provision for income tax   $1,175  $190  $ 985    518.4%
Percent of revenue    1.2%   0.4%    

The provision for income tax expense increased $1.0 million or 518.4% during the year ended December 31, 2021 as compared to the year ended
December 31, 2020. The increase was primarily due to full valuation allowances for differences related to GAAP and tax book income related to the
Company’s joint ventures due to election of accounting for the joint ventures using the equity method fair value option.

Non-GAAP Financial Measures

We prepare and present our consolidated financial statements in accordance with U.S. GAAP. However, management believes that Adjusted EBITDA, a
non-GAAP financial measure, provides investors with additional useful information in evaluating our performance, as these measures are regularly used
by security analysts, institutional investors and other interested parties in analyzing operating performance and prospects. This non-GAAP measure is not
intended to be a substitute for any U.S. GAAP financial measure and, as calculated, may not be comparable to other similarly titled measures of
performance of other companies in other industries or within the same industry.

We calculate and define Adjusted EBITDA as net loss, adjusted to exclude: (1) interest expense, (2) income tax expense and (3) depreciation and
amortization.

Adjusted EBITDA is a financial measure that is not required by or presented in accordance with U.S. GAAP. We believe that Adjusted EBITDA, when
taken together with our financial results presented in accordance with U.S. GAAP, provides meaningful supplemental information regarding our operating
performance and facilitates internal comparisons of our historical operating performance on a more consistent basis by excluding certain items that may
not be indicative of our business, results of operations, or outlook. In particular, we believe that the use of Adjusted EBITDA is helpful to our investors as
it is a measure used by management in assessing the health of our business and evaluating our operating performance, as well as for internal planning and
forecasting purposes.
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Adjusted EBITDA is presented for supplemental informational purposes only, has limitations as an analytical tool and should not be considered in
isolation or as a substitute for financial information presented in accordance with U.S. GAAP. Some of the limitations of Adjusted EBITDA include that
(1) it does not reflect capital commitments to be paid in the future, (2) although depreciation and amortization are non-cash charges, the underlying assets
may need to be replaced and adjusted EBITDA does not reflect these capital expenditures, (3) it does not reflect tax payments that may represent a
reduction in cash available to us and (4) does not include certain non-recurring cash expenses that we do not believe are representative of our business on a
steady-state basis. In addition, our use of Adjusted EBITDA may not be comparable to similarly titled measures of other companies because they may not
calculate Adjusted EBITDA in the same manner, limiting its usefulness as a comparative measure. Because of these limitations, when evaluating our
performance, you should consider Adjusted EBITDA alongside other financial measures, including our net loss and other results stated in accordance with
U.S. GAAP.

The following tables presents a reconciliation of net loss, the most directly comparable financial measure stated in accordance with U.S. GAAP, to
Adjusted EBITDA, for each of the periods presented (in thousands):
 

   
Years ended

December 31,    
Nine Months Ended

September 30,  
   2021    2020    2022    2021  
Net loss   $ (65)   $(1,140)   $(20,915)   $2,325 

Interest expense    926    225    2,117    120 
Provision (benefit) for income taxes    1,175    190    65    (284) 
Depreciation and amortization    520    415    420    240 

        

Adjusted EBITDA   $2,556   $ (310)   $(18,313)   $1,681 
        

The Adjusted EBITDA presented above in 2021 includes revenue and cost from product revenue, which the Company began during the second quarter in
the prior year. In 2021, the Company purchased inventory from select clients to assist those clients with managing inventory through the pandemic in
order to continue marketing and selling the particular brand of product. The inventory purchase was a unique situation in 2021 which we do not anticipate
continuing after we find a buyer to distribute the inventory.

Liquidity and Capital Resources

Our primary requirements for liquidity and capital are working capital, inventory management, capital expenditures, public company costs and general
corporate needs. We expect these needs to continue as we develop and grow our business.

Prior to the Business Combination, the Company’s available liquidity and operations were financed through equity contributions, a line of credit,
promissory notes and cash flow from operations. Subsequent to the Business Combination, the Company expects to fund operations through equity
contributions and cash flow from operations.

In the third quarter of 2022, the impacts from the Company’s inventory purchases, which began in 2021, were adversely affected by supply chain
challenges which have led to lower revenue and cash flow from operating activities. To address the resulting cash flow challenges, the Company has
implemented a comprehensive cost reduction and performance improvement program, including reduced headcount and elimination of certain
discretionary and general and administrative expenses.

As of September 30, 2022, we had cash of $15.8 million and restricted cash of $1.5 million, which consists of amounts held as bank deposits. The
Company believes its existing cash and restricted cash, together with the cash we expect to generate from future operations, will be sufficient to support
working capital and capital
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expenditure requirements for at least the next twelve months. The Company believes it has the ability to continue as a going concern. However, because
we are in the growth stage of our business and operate in an emerging field of technology, we expect to continue to invest in research and development and
expand our sales and marketing teams worldwide. We are likely to require additional capital to respond to technological advancements, competitive
dynamics or technologies, customer demands, business opportunities, challenges, acquisitions or unforeseen circumstances and in either the short-term or
long-term may determine to engage in equity or debt financings or enter into credit facilities for other reasons. If we are unable to obtain adequate
financing or financing on terms satisfactory to us, when we require it, our ability to continue to grow or support our business and to respond to business
challenges could be significantly limited. In particular, the widespread COVID-19 pandemic has resulted in, and may continue to result in, significant
disruption of global financial markets, reducing our ability to access capital. If we are unable to raise additional funds when or on the terms desired, our
business, financial condition and results of operations could be adversely affected.

Indebtedness

Convertible Notes and Indenture

On April 19, 2022, the Company, the Notes Guarantors and the Subscribers entered into the PIPE Subscription Agreements pursuant to which the
Company agreed to issue and sell to the Subscribers immediately prior to the closing of the Business Combination (i) up to an aggregate principal amount
of $75.0 million of Convertible Notes at the par value of the notes and (ii) up to an aggregate of 1.5 million PIPE Warrants with each whole PIPE Warrant
entitling the holder thereof to purchase one share of common stock.

On August 26, 2022, immediately prior to the Closing, the Company issued $65.5 million aggregate principal amount of Convertible Notes and, as
contemplated by the PIPE Subscription Agreements, the Company, the Note Guarantors and U.S. Bank Trust Company, National Association, as trustee,
entered into the Indenture. The Convertible Notes were offered in a private placement under the Securities Act, pursuant to the PIPE Subscription
Agreements. The Convertible Notes will mature on September 1, 2026, unless earlier repurchased, redeemed or converted in accordance with their terms,
and will accrue interest at a rate of 7.00% per annum, payable in cash. The Convertible Notes may be converted at any time (in whole or in part) into
shares of common stock, at the option of the holder of such Convertible Note, based on the applicable conversion rate at such time. The initial conversion
price is approximately $11.50 per share of common stock, based on an initial conversion rate of 86.9565 shares of common stock per $1,000 principal
amount of Convertible Notes. For conversions with a conversion date on or after the first anniversary of the closing of the Transactions and prior to the
regular record date immediately preceding the Maturity Date, the conversion consideration will also include an interest make-whole payment equal to the
remaining scheduled payments of interest on the Convertible Note being converted through the Maturity Date. The Company will be able to elect to make
such interest make-whole payment in cash or in common stock, subject to certain conditions. The conversion rate is subject to adjustments set forth in the
Indenture, including conversion rate resets (x) on August 27, 2023, September 26, 2023 and September 26, 2024 and (y) following the consummation of
certain equity and equity-linked offerings by the Company and sales of certain equity and equity-linked securities by certain shareholders of the Company.
Each holder of a Convertible Note will have the right to cause the Post-Combination Company to repurchase for cash all or a portion of the Convertible
Notes held by such holder upon the occurrence of a “Fundamental Change” (as defined in the Indenture) at a price equal to (i) on or before September 26,
2023, 100% of the original principal amount of such Convertible Note, and (ii) from and after September 26, 2023, 100% of the accreted principal amount
applicable at such time pursuant to the terms of the Indenture, in each case, plus accrued and unpaid interest.

The Indenture includes restrictive covenants that, among other things, require the Company to maintain a minimum level of liquidity on a consolidated
basis and limit the ability of the Company and its subsidiaries to incur indebtedness above certain thresholds or to issue preferred stock, to make certain
restricted payments, to dispose of certain material assets and engage in other asset sales, subject to reinvestment rights, to pay certain
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advisory fees in connection to the Transactions and the transactions contemplated by the PIPE Subscription Agreements above a certain threshold, and
other customary covenants with respect to the collateral securing the obligations created by the Convertible Notes and the Indenture, including the entry
into security documents (in each case, subject to certain exceptions set forth in the Indenture); provided that the covenants with respect to (i) the making of
restricted payments, (ii) the incurrence of indebtedness, (iii) the disposition of certain material assets and asset sales, (iv) liquidity, (v) the payment of
advisory fees and (vi) the collateral securing the obligations created by the Convertible Notes and the Indenture shall terminate once less than 15% of the
aggregate principal amount of the Convertible Notes are outstanding. The liquidity covenant would terminate if the Company achieves $175 million in
consolidated revenue in the preceding four fiscal quarters. Certain of the Company’s subsidiaries will serve as Notes Guarantors that jointly and severally,
fully and unconditionally guarantee the obligations under the Convertible Notes and the Indenture. The Indenture also requires certain future subsidiaries
of the Post-Combination Company, if any, to become Notes Guarantors. This covenant will terminate once less than 15% of the aggregate principal
amount of the Convertible Notes are outstanding. The Indenture also includes customary events of default and related provisions for potential acceleration
of the Convertible Notes.

Line of credit

Effective January 14, 2015, the Company entered into a Revolving Credit Agreement with a financial institution that provided maximum borrowing under
a revolving loan commitment of up to $2 million, bearing an interest rate of 2% plus prime rate as published by the Wall Street Journal. Effective July 3,
2020, the Company renewed the line of credit with the financial institution through May 31, 2021 that provided maximum borrowing under a revolving
loan commitment of up to $5 million. In May 2021 the maturity date was extended to June 30, 2021 and then further extended to July 31, 2021. The line
was then renewed on July 21, 2021 with an expanded credit limit of $8 million, a new maturity date of June 30, 2023 and an amended per annum interest
rate of the greater of 2.25% plus prime rate as published by the Wall Street Journal or 5.50%. The line of credit was repaid at the closing of the Business
Combination.

Notes Payable

On August 11, 2021, the Company entered into a loan and security agreement (the “Note Agreement”) with a financial institution that provided for a
borrowing commitment of $15 million in the form of promissory notes. In August 2021, the Company borrowed $10 million under the first tranche (“First
Tranche Notes”). The Note Agreement had a commitment for additional second tranche borrowings of $5 million through June 30, 2022 (“Second Tranche
Notes”). In October 2021 the Company borrowed the remaining $5 million committed under the Note Agreement. The borrowings under the Note
Agreement were secured by substantially all assets of the Company.

The First Tranche Notes and Second Tranche Notes were due to mature on September 1, 2026 and November 1, 2026, respectively, and bore interest at a
rate per annum of 6.25% plus the greater of 3.25% or the prime rate as published by the Wall Street Journal. The Company was required to make interest-
only payments on the first of each month beginning October 1, 2021 and December 1, 2021, respectively. Beginning October 1, 2023 and December 1,
2023, respectively, the Company would have been required to make principal payments of $278 thousand and $139 thousand, respectively, plus accrued
interest on the first of each month through maturity. Upon payment in full of the First Tranche Notes and Second Tranche Notes, the Company was
required to pay exit fees of $600 thousand and $300 thousand, respectively.

In December 2021, the Company borrowed an additional $1 million from the same financial institution, which was repaid in full on December 31, 2021.
In addition, the Company borrowed an additional $5 million (“Third Tranche Notes”) that bore interest at a rate per annum of 6.25% plus the greater of
3.25% or the prime rate as published by the Wall Street Journal. The Company was required to make interest-only payments on the first of each month
beginning February 1, 2022, with the full principal amount due on July 1, 2023. Upon payment in full, the Company is required to pay exit fees of
$50 thousand.
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In connection with the Note Agreement, the Company issued warrants to purchase up to 33,357 shares of common stock of the Company (the “Legacy
Liability Warrants”) at an exercise price of $0.01 per share (Note 8). On the date of issuance, the Company recorded the fair value of the Legacy Liability
Warrants as a discount to the First Tranche Notes which was being amortized into interest expense over the term of the First Tranche Notes using the
effective interest method. The issuance costs were deferred over the repayment term of the debt. Deferred issuance costs relate to the Company’s debt
instruments, the short-term and long-term portions are reflected as a deduction from the carrying amount of the related debt.

In addition, the Company issued additional notes payable in July 2022 for proceeds of $3.0 million. Such notes payable matured on the earlier of
(a) December 30, 2022 or (b) the close of the Business Combination. The amount due at maturity was $4.5 million. The Company elected to account for
the additional notes payable under the fair value option of accounting.

The notes payable were repaid at the closing of the Business Combination.

Promissory Notes

During the second quarter of 2022, the Company entered into promissory notes with various individuals (the “Promissory Notes”), including current
investors, members of management and other unrelated parties in exchange for cash in an amount equal to $7.0 million (the “Promissory Notes”). The
Promissory Notes were due to mature on the earlier of (a) one year from issuance or (b) the closing of the Business Combination (Note 1) and bore per
annum interest at the rate of 7.75% plus the greater of 3.50% or the prime rate as published by the Wall Street Journal. The Company was required to
make nine interest-only payments, followed by three principal and interest payments. In connection with the Promissory Notes, the Company issued
warrants (“Promissory Note Warrants”) to purchase up to 31,024 shares of common stock of the Company at an exercise price of $0.01 per share (Note 7).
Upon payment in full of the Promissory Notes, the Company was required to make an additional final payment (“Final Payment”) of $3.5 million.

The Company elected to account for the Promissory Notes under the fair value option of accounting upon issuance of each of the Promissory Notes. At
issuance the Company recognized the fair value of the Promissory Notes of $6.3 million with the remaining $0.7 million of proceeds received allocated to
the Promissory Note Warrants.

The Promissory Notes were repaid at the closing of the Business Combination.

Paycheck Protection Program Loan

On April 14, 2020, the Company received loan proceeds of $2.3 million pursuant to the Paycheck Protection Program (the “PPP Loan”) under the
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) and administered by the U.S. Small Business Administration (“SBA”). The PPP
Loan had a maturity date of April 22, 2022 and bore interest at a rate of 1% per annum. The balance as of December 31, 2020 of $2.3 million is included in
Paycheck Protection Program loan payable on the consolidated balance sheets. On September 17, 2021, the PPP Loan was forgiven in full including
accrued interest thereon. As such, the Company recorded a gain on loan forgiveness during the nine months ended September 30, 2021 of $2.3 million
included in other income in the consolidated statement of operations.
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Cash Flows

The following table summarizes our cash flows for the periods presented:
 

   
Years ended

December 31,    
Nine Months Ended

September 30,  
   2021    2020    2022    2021  
Cash flow used in operating activities   $(21,373)   $ 1,579   $(25,287)   $(22,605) 
Cash flow used in investing activities    (10,422)    (1,578)    (1,744)    (2,058) 
Cash flow provided by financing activities    20,198    2,266    39,787    14,875 

Operating Activities

Our cash flows from operating activities are primarily driven by the activities associated with our CaaS revenue stream, offset by the cash cost of
operations, and are significantly influenced by the timing of and fluctuations in receipts from buyers and related payments to our clients. We typically
receive cash from the end users of products sold prior to remitting back to our clients. Our collection and payment cycles can vary from period to period.
In addition, seasonality may impact cash flows from operating activities on a sequential quarterly basis during the year.

During the nine months ended September 30, 2022, net cash used in operating activities increased by $2.7 million to $25.3 million, compared to net cash
used in operating activities of $22.6 million during the nine months ended September 30, 2021. The primary driver of the change was the increase in net
loss and the sale of existing inventory.

During the year ended December 31, 2021, net cash used in operating activities was $21.4 million, compared to net cash provided by operating activities of
$1.6 million during the year ended December 31, 2020. The primary driver of the change was a result of the timing of payments due to our clients and
purchase of inventory in 2021.

Investing Activities

Our primary investing activities have consisted of purchases of property and equipment and software.

During the nine months ended September 30, 2022, net cash used in investing activities decreased by $0.4 million to $1.7 million compared to net cash
used in investing activities of $2.1 million during the nine months ended September 30, 2021. The primary drivers of the decrease were cash used in the
prior year for the Modcloth joint venture investment, offset by an increase in property and equipment purchases of $1.1 million.

During the year ended December 31, 2021, net cash used in investing activities was $10.4 million compared to net cash used in investing activities of
$1.6 million during the year ended December 31, 2020. The increase in cash used in investing activities is primarily related to the equity contribution as
part of the formation of joint ventures in 2021.

Financing Activities

Our financing activities consisted primarily of borrowings and repayments of debt as well as activity related to the Business Combination.

During the nine months ended September 30, 2022, net cash provided by financing activities increased by $24.9 million to $39.8 million, compared to net
cash provided by financing activities of $14.9 million for the nine months ended September 30, 2021. The change was primarily driven by the activity
related to the Business Combination.
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During the year ended December 31, 2021, net cash provided by financing activities was $20.2 million compared to net cash provided by financing
activities of $2.3 million for the year ended December 31, 2020. The change was primarily driven by the Company’s borrowing of $20 million under its
Note Agreement during the year ended December 31, 2021, which was offset by borrowings of $2.3 million under the PPP Loan during the year ended
December 31, 2020.

Off-Balance Sheet Arrangements

We do not have any relationships with other entities or financial partnerships, such as entities often referred to as structured finance or special purpose
entities that have been established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. We did
not have any other off-balance sheet arrangements during the periods presented other than the indemnification agreements.

Contractual Obligations and Known Future Cash Requirements

Our principal commitments consist of operating lease for the office and warehouses located in California and Pennsylvania. Our five monthly lease
commitment payments range from approximately $36 thousand to approximately $124 thousand. Each of our five lease commitments expire at various
times through November 2028. Some of the leases contain renewal options. Minimum rent payments under all operating leases are recognized on a
straight-line basis over the term of the lease including any periods of free rent.

As of September 30, 2022, the expected future obligations of the Company are as follows:
 
   Total    2022    2023    2024    2025    2026    Thereafter 
Operating lease obligations   $6,395   $570   $1,272   $873   $900   $927   $ 1,853 

Rent expense for the nine months ended September 30, 2022 and 2021 was approximately $4.1 million and $2.7 million, respectively, and is included in
general and administrative expenses in the consolidated statements of operations.

In addition, we anticipate to have future cash requirements related to investment in new products, technology, sales and marketing. Our budgeted
expenditure is approximately $3.7 million for the year ended December 31, 2022

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Our Financial Condition and Results of Operations are based upon our consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the U.S. (“GAAP”). The preparation of these financial statements
requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, and expenses as well as the disclosure of
contingent assets and liabilities. We regularly review our estimates and assumptions. These estimates and assumptions, which are based upon historical
experience and on various other factors believed to be reasonable under the circumstances, form the basis for making judgments about the carrying values
of assets and liabilities that are not readily apparent from other sources. Reported amounts and disclosures may have been different had management used
different estimates and assumptions or if different conditions had occurred in the periods presented. Below is a discussion of the policies that we believe
may involve a high degree of judgment and complexity.

We believe that the accounting policies disclosed below include estimates and assumptions critical to our business and their application could have a
material impact on our consolidated financial statements. In addition to these critical policies, our significant accounting policies are included within Note
2 of our “Notes to Consolidated Financial Statements” included elsewhere in this filing.
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Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at the invoiced amount, do not bear interest, and primarily represent receivables from consumers and credit card
receivables from merchant processors, after performance obligations have been fulfilled. Amounts collected on accounts receivable are included in
operating activities in the statements of cash flows.

The Company maintains an allowance for credit losses, as deemed necessary, for estimated losses inherent in its accounts receivable portfolio. In
estimating this reserve, management considers historical losses adjusted to take into account current market conditions and customers’ financial condition,
the amount of receivables in dispute, and the current receivables aging and current payment patterns. Account balances are charged off against the
allowance after all means of collection have been exhausted and the potential for recovery is considered remote. The Company does not have any
customers with off-balance-sheet credit exposure. The Company writes off accounts receivable balances once the receivables are no longer deemed
collectible.

Joint Ventures

The Company accounts for joint ventures in accordance with ASC 810-10, “Consolidations,” ASC 323-10, “Investments-Equity Method and Joint
Ventures” and ASC 825-10, “Finance Instruments,” under which the Company’s joint ventures meet the criteria to be accounted for as an equity method
investment using the fair value method. As such, the difference between fair value and cash contribution is recorded as a gain to other income in the
Company’s consolidated statement of operations. The joint ventures are subject to fair value assessment each reporting period and the changes in fair value
is booked to the Company’s consolidated statement of operations. In valuing joint venture investments, we utilized the valuation from an independent
third-party specialist, with input from management, which used a combination of net income and market approaches, with 50% weight to the discounted
cash flow method and 25% weigh to each of the guideline public company and transaction methods. Changes in these estimates and assumptions or the
relationship between those assumptions impact our valuation as of the valuation date and may have a material impact on the valuation.

Warrants

The Company accounts for warrants as either equity-classified or liability-classified instruments based on an assessment of the warrant’s specific terms
and applicable authoritative guidance in FASB ASC 480 and ASC Topic 815, “Derivatives and Hedging” (“ASC 815”). The assessment considers
whether the warrants are freestanding financial instruments pursuant to ASC 480, meet the definition of a liability pursuant to ASC 480, and whether the
warrants meet all of the requirements for equity classification under ASC 815, including whether the warrants are indexed to the Company’s own shares of
common stock, among other conditions for equity classification. This assessment, which requires the use of professional judgment, is conducted at the
time of warrant issuance and as of each subsequent quarterly period end date while the warrants are outstanding. For issued or modified warrants that meet
all of the criteria for equity classification, the warrants are required to be recorded as a component of additional paid-in capital at the time of issuance. For
issued or modified warrants that do not meet all the criteria for equity classification, the warrants are required to be recorded at their initial fair value on
the date of issuance, and each balance sheet date thereafter until settlement. Changes in the estimated fair value of the warrants are recognized as a
non-cash gain or loss on the condensed statements of operations.

Revenue

Revenue is accounted for using Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 606, Revenue from
Contracts with Customers.

In accordance with ASC Topic 606, the Company recognizes revenue when control of the promised goods or services is transferred to the Company’s
customers, in an amount that reflects the consideration it expects to be
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entitled to in exchange for those goods or services. The Company determines revenue recognition through the following steps:
 

 •  Identification of a contract with a customer,
 

 •  Identification of the performance obligations in the contract,
 

 •  Determination of the transaction price,
 

 •  Allocation of the transaction price to the performance obligations in the contract, and
 

 •  Recognition of revenue when or as the performance obligations are satisfied.

A performance obligation is a promise in a contract to transfer a distinct product. Performance obligations promised in a contract are identified based on
the goods that will be transferred that are both capable of being distinct and are distinct in the context of the contract, whereby the transfer of the goods is
separately identifiable from other promises in the contract. Performance obligations include establishing and maintaining customer online stores, providing
access to the Company’s e-commerce platform, customer service support, photography services, warehousing, and fulfillment. The Company has
concluded the sale of goods and related shipping and handling on behalf of our customers are accounted for as a single performance obligation, while the
expenses incurred for actual shipping charges are included in cost of sales.

The Company’s revenue is mainly commission fees derived from contractually committed gross revenue processed by customers on the Company’s
e-commerce platform. Customers do not have the contractual right to take possession of the Company’s software. Revenue is recognized in an amount that
reflects the consideration that the Company expects to ultimately receive in exchange for those promised goods, net of expected discounts for sales
promotions and customary allowances.

Commerce-as-a-Service Revenue is recognized on a net basis from maintaining e-commerce platforms and online orders, as the Company is engaged
primarily in an agency relationship with its customers and earns defined amounts based on the individual contractual terms for the customer and the
Company does not take possession of the customers’ inventory or any credit risks relating to the products sold.

Variable consideration is included in revenue for potential product returns. The Company uses a reserve to constrain revenue for the expected variable
consideration at each period end. The Company reviews and updates its estimates and related accruals of variable consideration each period based on the
terms of the agreements, historical experience, and expected levels of returns. Any uncertainties in the ultimate resolution of variable consideration due to
factors outside of the Company’s influence are typically resolved within a short timeframe therefore not requiring any additional constraint on the variable
consideration.

Payment terms and conditions are generally consistent for customers, including credit terms to customers ranging from seven days to 60 days, and the
Company’s contracts do not include any significant financing component. The Company performs credit evaluations of customers and evaluates the need
for allowances for potential credit losses based on historical experience, as well as current and expected general economic conditions.

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore, are excluded from net sales
in the statements of operations.

Commerce-as-a-Service

The Company’s main revenue stream is “Commerce-as-a-Service” revenue in which they receive commission fees derived from contractually committed
gross revenue processed by customers on the Company’s e-commerce platform. Consideration for online sales is collected directly from the shopper by the
Company and amounts not owed to the Company are remitted to the client. Revenue is recognized on a net basis from maintaining
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e-commerce platforms and online orders, as the Company is engaged in an agency relationship with its customers and earns defined amounts based on the
individual contractual terms for the customer and the Company does not take possession of the customers’ inventory or any credit risks relating to the
products sold.

Product revenue

Under one of the Company’s Master Services Agreements, the Company is the owner of inventory and reseller of record. As a result, the Company is the
principal in sales to end customers and records these revenues on a gross basis a point in time.

Fulfillment

Revenue for business-to-business (“B2B”) fulfillment services is recognized on a gross basis either at a point in time or over a point in time. For example,
inbound and outbound services are recognized when the service is complete, while monthly storage services are recognized over the service period.

Marketing

Revenue for marketing services is recognized on a gross basis as marketing services are complete. Performance obligations include providing marketing
and program management such as procurement and implementation.

Shipping

Revenue for shipping services is recognized on a gross basis as shipments are completed and products are shipped to end customers.

Other services

Revenue for other services such as photography, business to customer (“B2C”) fulfillment, customer service, development and web design are
reimbursable costs and recognized on the gross basis, and are services rendered as part of the performance obligations to clients for which an online
platform and online orders are managed. All reimbursable costs are the responsibility of the Company as the Company uses such services to fulfill its
performance obligations.

Set up and implementation

The Company provides set up and implementation services for new clients. The revenue is recognized on a gross basis at the completion of the service,
with the unearned amounts received for incomplete services recorded as deferred revenue, if any.

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore, are excluded from net sales
in the statements of operations

Recently Issued Accounting Pronouncements

We discuss the potential impact of recent accounting pronouncements in Note 2 to our “Notes to Consolidated Financial Statements” under the caption
“Summary of Significant Accounting Policies.”

Quantitative and Qualitative Disclosures About Market Risk

The Company is a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the information under this Item.
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BUSINESS

Company Overview

Our purpose-built platform has been developed to offer full-stack enterprise-level capabilities to online retailers. Using our Intelligent Commerce
Platform, we enable brands in this market to build direct relationships with their end customers, in competition with big retailers.

As clients sell more online and therefore grow the amount of gross merchandise value (“GMV”) generated through their business, they soon realize that
they need more than just a simple online storefront and encounter complexities in terms of customer management, order optimization, returns, and
fulfillment that need to be managed and coordinated. There are now a large number of brands that need to utilize an extended set of capabilities—Nogin
provides this technology. In addition, there are established brands that have traditionally sold through retailers that now see an opportunity to go direct to
the end customer and establish the direct customer relationship using Nogin’s software solution.

The Nogin platform provides a full suite of capabilities including storefront, order management, catalog maintenance, fulfillment, returns management,
customer data analytics and marketing optimization tailored for online brands and all consolidated within a single software solution. Furthermore, our
clients utilize Nogin’s technology to help accelerate the growth of their GMV, improve their customer engagement and reduce costs.

We cater to a market that is currently underserved and growing fast. We are mission-critical to helping our clients manage their front-to-back-end
operations while driving increased revenue and profitability. Our platform integrates seamlessly into point-of-sale (“POS”) or inventory software systems
on the back end and offers simple tools for creative website development and content management on the front end. Nogin enables brands and retailers to
focus on their core strengths of product development and branding by reducing the complexity associated with scaling an online business. Our software
solution delivers best-in-class commerce experiences for our clients that they may not have the time, budget, or expertise to deliver on their own. We make
commerce simple and easy to operate.

As digital channels grow in significance in relation to consumer spending behavior, we help brands and retailers optimize their digital commerce presence.
According to eMarketer Inc., worldwide e-commerce sales are projected to reach $6.4 trillion by 2024 with the e-commerce software market expected to
expand from $6.1 billion in 2021 to $20.4 billion in 2028.

The sophistication of our Intelligent Commerce Platform, which currently includes Intelligent Commerce, Smart Marketer and Smart Ship in the market
today and includes Smart Pay currently under development, means we have a data lake of over 1 billion consumer interactions which our software
leverages to create smart algorithms around discounts and mark downs, free shipping, traffic and conversions, payment processing, media, fulfilment and
returns, freight, and customer service that our brands can use across their entire ecosystem, driving ROI outside of the online storefront. By testing,
tracking and tagging, our software can determine the impact of implementing new strategies for our clients. This allows clients to gain insights into what is
impacting margins and uncover areas of focus to improve on.

The success of the brands who utilize our platform is our success, and we develop relationships as such that we become their trusted partner for growth.
The more GMV our brands are able to efficiently drive to their online store, the greater our own revenue, growth, and profitability. We believe this
alignment of interests with our clients is a core tenant to our sustainable, long-term success. This is evidenced by our net revenue retention rate, which has
been 105% in 2020 and 2021 and consistently over 100% in the preceding years. These retention rates demonstrate both the strong retention we achieve
from our existing brands and their strong growth in GMV by using the Nogin platform.
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Key Trends in E-Commerce

Accelerating shift towards e-commerce with online sales growth higher than traditional retail sales

In 2021, US consumers are expected to spend $933.0 billion on e-commerce, representing 15.3% of total retail sales, and by 2025, US consumers are
projected to spend $1.64 trillion on e-commerce representing 23.6% of total retail sales. The growth in e-commerce sales as a proportion of total retail sales
has been accelerated by brands selling directly to consumers, increased use of social media for both marketing and as a method for transacting, growing
number of and reach of e-commerce platforms that allow retailers to situate themselves online, and larger number of digital marketplaces directly
connecting sellers and consumers.

Increased emphasis by retailers on direct-to-consumer sales channels and community building

Retailers are increasingly utilizing data to segment customers, understand their purchasing behaviors, and create a more personalized shopping experience
for each shopper. Audience data is also being used to generate and provide ads that are more relevant online by targeting specific consumers with content
that is most likely to entice them into taking further purchasing action.

Growing focus and investments in digital transformation and IT within the retail sector

Digital brands and retailers are now prioritizing providing customers with a unified retail experience, which includes the combination of emerging
technologies, merchandise planning and execution, digital workplace experiences, and unified commerce execution. International Data Corporation
(“IDC”) predicts that by 2023, digital transformation and innovation will account for more than 50% of all IT spending, as compared to 36% of IT
spending in 2018. As retailers’ IT functions continue to play a larger role from a strategic standpoint, companies are committed to investing and
developing resources that help expand their digital footprint within their respective target markets. While increased IT spending can help with marketing
and outreach, investments in IT also serve to facilitate more efficient supply chain processes and unique customer experiences.

Shifting consumer sentiment related to online and offline shopping methods and preferences

Brands and retailers are offering different methods for consumers to buy and receive items through their stores. Click-and-collect, where a consumer
orders online and picks up the item at a physical store is expected to continue gaining popularity with spending projected to grow from $72.5 billion in
2020 to $141.0 billion in 2024.2

Mobile purchases are also taking on more significance across the retail industry with 67% of consumers making a purchase on their mobile device at least
once a month.

Consumers rapidly changing how they shop across online and offline channels

With the vast amount of product information available online and continuous engagement through social channels, consumers have gained increasing
amounts of leverage in terms of buying power. Retailers must now react to keep up with changing preferences of consumers, of which 30-40% will switch
brands or retailers in order to support companies who provide greater value, are purpose-driven, and provide strong product quality.

Due to the impact of COVID-19, more consumers have been working from home with few opportunities to spend time outside of the home to make
purchases. This has resulted in additional spending through online channels and is a trend expected to continue in the medium term. Consumers have
turned to searching for products online with 42% searching for items on online marketplaces and 40.5% making purchases directly through retailers’
websites.
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Growth of direct-to-consumer, digitally native brands

Digital native brands offer their products directly to consumers and therefore, must focus their efforts both on product development as well as distribution.
The growth of these brands often hinges on their ability to develop communities through branding and consumer awareness. These vertically integrated
companies often need support across a spectrum of capabilities including online storefronts, fulfillment and distribution, marketing and analytics, and
payments.

Brand Challenges

E-commerce brands today face the expectation that they will deliver e-commerce experiences similar to large retailers. In order to that, they face these
challenges:

Implementing an e-commerce solution requires significant initial investment

Retailers face the decision of which e-commerce platform to utilize, typically deciding between a basic storefront application and an enterprise SaaS
solution. Despite their basic functionality, storefront applications can take between 4—6 months to implement with initial setup costs ranging between
$80,000 and $450,000 while enterprise SaaS applications take between 12—24 months to ramp up with costs in the $500,000 to $5 million range. We have
a proven track record of implementing our software within 1—3 months with a zero-cost implementation fee.

Fixed resources limit scale and constrain growth

When transitioning to online retail, brands traditionally have had to decide whether to manage their e-commerce operations in-house or to outsource them.
Managing in-house can be costly as retailers need to hire experts to run the storefront website, understand analytics related to marketing spend and
channels, and coordinate fulfillment and delivery operations. We offer a software solution that consolidates a retailer’s entire/e-commerce operational
workflow into one platform, encouraging growth and increased GMV rather than limiting it.

Capacity requirement reduces margins

Because of retailers’ need to stay updated with technology, marketing tactics, and trends within the industry in which they operate, they often are stretched
in terms of budget and experience lower profitability. Our company takes on the responsibility of keeping up with the latest technologies and any R&D
burden allowing our clients to focus on their core business and staying profitable.

Difficulty in providing competitive shipping / marketing offerings

Clients can take advantage of discounted shipping and marketing rates from vendors due to the high volume of spend that our platform funnels to them.
Our clients benefit from the lower costs as well as the convenience of being relatively hands-off in processes that they may not have the time or expertise
to focus on.

Management of many different agencies and vendors

Basic storefront applications typically offer a SaaS solution with a limited number of features. Additional capabilities including network and third-party
application integrations need to be added separately. In addition to increased and unforeseen costs, retailers often are unaware of which applications would
best complement their business and current e-commerce infrastructure. Traditional enterprise SaaS solutions are often not customizable and undergo a
limited number of updates. Additionally, they can be difficult to integrate third-party applications with, leading to a limited ability for the retailer to add
further functionality. We provide a single solution to help clients manage their entire e-commerce operations allowing them to focus their time and efforts
on product development and branding.
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Upgrades are required and costly, results do not justify the investment

Retailers utilizing a basic storefront application must integrate with third party applications if they want to add additional functionality to their
e-commerce operations. Traditional enterprise SaaS solutions typically offer a limited amount of innovation beyond their baseline software, and even if
they do, the costs are often too high for an online brand to upgrade. Our clients’ storefronts and marketing budgets are continuously optimized using AI
and machine learning, ensuring that they have the best and most up-to-date infrastructure powering their e-commerce store.

Brands can’t afford R&D to compete in today’s market

Typical e-commerce software vendors do not offer R&D capabilities to their clients, which can range between 12%—20% of a retailer’s total GMV. The
expenses related to constantly experimenting and updating a retailer’s online store can be prohibitive to the company’s ability to invest in new products
and marketing, leading to diminished growth. We employ software and data analytics experts who continuously work on optimizing clients’ engagement
and conversion rates and can push out updates automatically to improve a store’s metrics. Our R&D capabilities are highly scalable as we can optimize a
single client’s storefront and push the optimization out to all of our clients’ storefronts at one time, reducing the need to increase our analytics headcount
as we expand our client base.

The Nogin Solution

Our clients often engage us as a result of the constraints and difficulties of their existing online platform. Those platforms often limit scale and restrict
future growth, in part because companies cannot afford the research and development expenditures and the costs of upgrades that are required to compete
in today’s online marketplace. Those capacity limitations, in turn, reduce the margins companies may realize through online sales. Furthermore, the
platforms often create administrative burdens on company management as they require the supervision of numerous agencies and vendors providing
additional services for the platform.

We provide a solution that transforms consumer behavior by applying AI, making technology and innovation accessible to all brands and retailers. Our
full-stack, Intelligent Commerce Platform creates differentiated benefits for both shoppers and retailers. Our platform increases traffic and conversions for
brands by removing much of the complexity associated with optimized enterprise commerce. The Nogin platform also facilitates increased margins and
decreased shipping and return costs by leveraging proprietary AI and optimization capabilities to deliver targeted customer experiences.

As shopper demands evolve, Nogin delivers a full stack platform that bundles AI, optimization, R&D, and social commerce to enable brands and retailers
to be best-of-breed without having to maintain the budgets and resources for those capabilities in-house. Brands can then focus on their customers,
products, and branding while we provide the technology that they need.
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Nogin is an enterprise software solution used by brands and retailers from a wide variety of industry verticals to operate and scale their ecommerce
business initiatives. We have pioneered a new operating model called Commerce-as-a-Service (“CaaS”) that provides retail clients with a technology
platform that helps improve key aspects of their ecommerce business.
 

 

•  Comprehensive CaaS Model. Our platform includes all updates, front and backend optimizations, and research and development (“R&D”)
implemented within clients’ storefronts, effectively absorbing all R&D costs for our customers. We offer a single point of contact, significant
cost savings, demonstrated increases in sales performance, a data lake of over one billion consumer interactions, and scale, expertise, and
innovation benefits.

 

 •  ROI Enablement Outside of Storefront. Our smart algorithms help clients achieve greater returns from promotions, free shipping, fulfillment,
marketing, conversions, and returns.

 

 

•  Predictive Analytics. Over the past 12 years, we have developed buyer behavior data lakes from more than 50 million end customers, which
serve as the foundation for our software’s AI infrastructure, helping identify trends, opportunities, and best practices to drive customer
retention, acquisitions, and conversions. Our platform utilizes an algorithmic trigger-based architecture to help clients act on customer trends
leading to higher marketing ROAS, lower shipping costs, and increased margins while enhancing conversion rates and other relevant KPI’s.

 

 •  Unified Customer Architecture. We maintain the ability to automatically optimize and update all client stores at once to improve platform
features, payments, algorithms, promotions, and R&D.

 

 •  Low-Cost and Efficient Setup. Our implementation process takes between 1—3 months and is free of cost for clients while still offering full
stack, enterprise-level capabilities.

 

 •  Cross-channel Selling. Our platform can support cross-channel selling via native and third-party integrations with leading marketplaces,
social networks, support engines, content management systems, and point-of-sale platforms.

 

 •  B2C and B2B Support. We are both a full-featured B2C platform and supportive of a wide variety of B2B use cases either natively or in
conjunction with third-party B2B extensions.

 

 •  GMV Growth. Our business model ensures our client’s interests are prioritized resulting in cumulative GMV growth.
 

 •  Global Capability. Our platform can be used by shoppers around the world, with front-end support for a shopper’s preferred language, as well
as back-end control panel language options.
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Competition

We consider the following categories of services and solutions to be our primary and direct competition:
 

 

•  In-House Direct-to-Consumer E-Commerce. Some brands and retailers prefer to manage their portfolio of e-commerce operations
internally. However, maintaining an employee base can be cost-prohibitive when taking into account the required resources such as
employees to manage the brand’s storefront, marketing strategy, shipping, fulfillment, order management, and returns not to mention the
added costs of any necessary technological or operational upgrades to maintain pace with competitors. Our platform allows retailers to
consolidate the full spectrum of their e-commerce operations in one place providing necessary convenience and reliability for a predictable
cost while facilitating the brand’s growth.

 

 

•  Alternative E-Commerce Platforms. Brands may decide to contract one of our competitors who may offer a simple storefront application
or an enterprise SaaS solution. Storefront applications offer limited functionality and require in-house talent to maintain. Additionally, the
company needs to integrate with a number of third-party applications that the brand may not have the resources or expertise to undertake.
While enterprise SaaS solutions may offer enhanced functionality, they are often limited in the amount of innovation or upgrades they can
provide and any such offerings can be expensive especially for an online brand. Both storefront applications and enterprise solutions also
require a longer ramp-up time of anywhere between 4 and 24 months with estimated implementation costs of between $80,000 and
$5 million while our platform typically takes between 1 and 3 months to implement at no cost.

 

 

•  Legacy Players, Local Distributors, and Brick-and-Mortar Retailers. Some retailers may choose to operate primarily out of a
brick-and-mortar storefront while providing the brand’s digital rights to a licensee. This allows the retailer to manage the face-to-face
interactions and relationships with their customers; however, this greatly limits the selection the brand can provide and its ability to scale.
Retailers can also be locked into long-term licensing agreements with distributors for items that may low-margin or not representative of the
brand after a certain period of time. Our platforms helps retailers efficiently manage all of their inventory in place and scale their operations
and distribution as needed to fulfill customer demand.

 

 

•  Online Marketplaces and Other Non-Direct-to-Consumer Channels. Online marketplaces allow retailers to sell their products under a
marketplace’s brand. While this model can help consumers find brands’ products and provide a form of credibility, it can be expensive for
brands to pay a portion of their revenue to the marketplace. Additionally, operating through a marketplace limits the brand’s ownership of
consumer interactions and relationships. We help brands connect directly with their audiences leading to increased conversions and reduced
returns while also providing in-depth analytics on customer trends.

Our Competitive Advantages

As a comprehensive provider of a technology platform, we deliver a market-leading combination of effective and unique functionality, scalability, and
ease-of-use to facilitate the growth of clients’ digital commerce businesses.

A large, growing addressable market. Our clients comprise well-known retailers and brands globally. We provide a curated platform that offers
functionality that surpasses that of self-service e-commerce storefront platforms while maintaining a level of continuous innovation, customizability, and
ease-of-use that differentiates our platform from typical enterprise-level digital commerce platforms.

Market-leading efficiency with quick, low-cost implementations. We provide a world-class platform with pre-built ecommerce capabilities and
pre-integrated third parties, best practice implementation strategies, data pumps and other migration technology capabilities. All ecommerce storefronts
require the addition of numerous software applications and add-ons, while we provide the entire stack out of the box. This reduces launch timelines to
months vs. years.
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Reduced need for re-platforming. Because we provide an always up-to-date e-commerce platform, our customers do not need to re-platform; customers
are always on the latest version. Strategies and tactics are constantly tested and deployed to our customer base.

Unified customer architecture for simultaneous optimization. The ability to optimize and test tactics that can be deployed across all clients provides
significant scale. Many smaller clients can take advantage of our larger statistical sample size to get benefits much more quickly. In addition, our software
leverages machine learning models to assess customer profiles and develop personas with marketing strategies to optimize lifetime customer value,
revenue and overall return on spend investments.

Our Growth Strategy

We are excited to expand our footprint, and we plan to implement the following strategies to accelerate our growth.

Offer additional products and solutions to existing clients. Existing clients benefit from our unified customer architecture. As new features are developed
and tested on various clients, those capabilities can be deployed to all of our clients simultaneously. Our features are highly configurable and can be turned
on and off at our discretion. The storefront tools within intelligent commerce allows clients to have a unique brand experience while still maintaining
features and functions that drive revenue and maintain margin and profitability. Our machine learning models and algorithms are similarly built and tested
on certain clients and then deployed to all of our clients simultaneously.

Expand our product line. Our roadmap includes productizing technology that is already in use. These new products include: Smart Marketer, Smart Ship,
and the Smart Pay. We continue to build and innovate new features into our intelligent commerce suite of products. These include such things as new
machine learning models, new smart algorithms, and advancements to storefront capabilities.

Engage in strategic M&A activity to acquire certain technological capabilities and expand our customer base. Our platform includes a number of
pre-integrated third parties, some of whom might make a good addition to our technology stack. There are also complementary technologies that can
provide an incremental client base for us to expand into by upselling our CaaS products and capabilities.

Continue to pursue customers in already established verticals such as apparel, accessories and Consumer Packaged Goods (CPG) and expand across
additional verticals. The Ideal Customer Profile (“ICP”) are brands that have evolved to reach more than $5 million in GMV. We intend to pursue online
brands in the fashion, apparel, and accessories, health, beauty, wellness, and CPG verticals while expanding into new verticals such as electronics.

Expand geographically. We plan to expand into Europe as we already support shipments throughout Europe from warehouses in the UK and the
Netherlands. We are integrated into a worldwide fulfillment network that gives us scale and access to many markets beyond North America.
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Representative Industry and Client Relationships
 

Our platform is built to perform across a range of industry verticals in apparel, accessories, consumer goods, and beauty / wellness, which make up a
significant portion of online sales. These verticals all utilize the same core capabilities of the platform, delivering a high-quality, high-touch experience to
the end-customer. We enable customers to sell on a global basis taking into account all the complexities of cross border sales.

Client Case Studies

Client A (Footwear)—This footwear retailer had incurred significantly higher costs as a result of contracting multiple agencies/vendors to operate their
e-commerce site. They were in need of digital marketing tools and a centralized and experienced team to integrate them. Our platform coordinated
capabilities across technology, marketing, strategy, and planning teams to drive greater efficiencies and dramatically improve our client’s e-commerce site
metrics (some of which are listed below). Additionally, our software helped to revamp the client’s shopping funnel from all sources including optimizing
its storefront for every device and was instrumental in helping the client launch a new SMS and loyalty program to reach and retain a larger number of
customers.

Results:
 

Client B (Apparel)—An apparel retailer engaged us after closing all of their retail locations and making the strategic decision to be a strictly
direct-to-consumer brand. We implemented our full-stack solution which
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provided a new storefront within 60 days, full integrating with their legacy system. We also utilized AI/ML to maximize the company’s return on stacked
promotions and free shipping offers, leading to improved margins. Additionally, the client utilized our loyalty program platform functionality to boost their
customer lifetime value (LTV).

Results:
 

Client C (Diversified)—Nogin was hired to implement our Intelligent Commerce Platform across the client’s e-commerce workflow which consisted of a
multilingual/multi-currency platform. Our platform improved their holiday revenues and overall YoY revenue growth by syndicating the client’s entire
multi-brand catalogue to ten (10) different marketplaces, enabling real-time responses to improve drop-shipping operations, and consolidating all of the
client’s e-commerce data under a single architecture to propagate actionable insights to the company’s regional stores.

Results:
 

Marketing

The Nogin brand was launched in early 2021, having previously operated as Branded Online. Historically, the company has relied on relationships,
industry connections, and reputation as its primary growth engines to attract new brands to the platform. Significant investments were made throughout
2021 under the new Nogin brand to increase our sales and marketing resources to establish a more effective pipeline moving forward into the next calendar
year.

Traditionally, we have relied heavily on our public relations agency, thought-leadership articles, awards, and new customer acquisitions to attract potential
customers into our in-bound sales pipeline. We are working to expand those efforts with an effective, paid lead-generation in-bound program. In addition,
we will be expanding our content production model to include new opportunities for thought-leadership, video usage, industry articles, podcasts, and other
content suitable for an aggressive social media outreach program.

Our sales and marketing teams are also working to establish identifiers and segmentation for an ongoing effective out-bound sales program. We have hired
additional support to further supplement the internal sales team specifically for new business acquisition. Our marketing team will be supporting this
out-bound effort and integrating content, ads, and outreach while working hand in hand with our sales team to achieve measurable results.

Our goal is to continue to have Nogin recognized in the e-commerce industry as a trusted, reliable, and experienced CaaS brand. Our marketing is
primarily focused on inbound activities while supporting the outbound efforts of the sales team. Our marketing team uses advanced marketing techniques
and digital technologies, and creates original and engaging content to keep the brand top of mind with prospects, customers, and the media.
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These tools include marketing automation, remarketing and a selection of social media tools. Activities vary from development of educational and
promotional material in the form of blogs, webinars, whitepapers, eBooks, datasheets and sales support tools. These materials educate, engage, and guide
prospects as they move along the purchasing funnel converting them into customers and brand loyalists.

Sales

Prior to 2019 our new customer acquisition came from direct sales efforts (51%), trade show/event marketing (28%) and business development and merger
and acquisition efforts (21%). Since 2019, our new customer acquisition has come from direct sales efforts (64%), trade show/event marketing (29%) and
business development and merger and acquisition efforts (7%).

We implemented a direct B2B enterprise solution sales model staffed with experienced industry and e-commerce savvy sales executives. Our sales
executives research brands to identify the best potential prospects that fit our ICP. Each sale engages with ICP prospects in an initial meeting with a goal to
identify whether the company has any of the three critical business issues that Nogin Intelligent Commerce confidently solves with speed to market that
leverages experienced global e-commerce technology, processes, and people.

Historically, enterprise sales executives have generated opportunities by leveraging their existing industry relationships, industry referrals, and direct
prospecting and sales engagement with brands and retailers. Marketing investments supported new account-based lead generation efforts at fashion and
apparel industry-centric account-based events. These events have been an effective forum for allowing sales executives to establish themselves as industry
experts brands and retailers can trust with e-commerce and fashion knowledge.

We have launched a scalable demand generation strategy to rapidly move our coordinated outbound and inbound marketing and sales programs forward.
Efforts include building out a demand generation engine with a small inside sales team to qualify inbound leads and make outbound appointment setting
sales calls. Key to our success will be an accelerated and continued investment and focus on delivering content that maps across Nogin’s B2B marketing
funnel:
 

 •  Awareness (Top of Funnel: Website home page, Blog posts, Infographics, Video, Podcasts, Social Media Posts)
 

 •  Consideration (Middle of Funnel: Customer Profiles, eBooks, One Sheet Overviews, Website Features Page, Video)
 

 •  Decision (Bottom of Funnel: Research Reports, Solution Guides, Check Lists, Competitive Analysis, Customer Case Studies, Website FAQ
content, Website Pricing Page, Sales Support Materials)

 

 •  Retention (Customer Loyalty, Keep them informed)

We are a trusted e-commerce partner to some of the world’s leading lifestyle brands in the apparel, wellness, electronics and CPG industry verticals. In
2021, we expanded our strategic industry focus to include online brands in the following industry groups: Home & Garden, Outdoors, Sports, Household,
Cleaning Supplies, Housewares, Toys, Kids & Baby, Beauty, Health, Personal Care, and Pet Supplies. Our sales and marketing focus is on identifying
potential brands and retailers that are good fit prospects for our offerings.

The ICP for our Intelligent Commerce Platform includes brands selling finished products to consumers via a multi-channel (webstore/DTC, Marketplaces,
company-owned physical stores or other retailers/wholesale) and selling on their company owned online store for more than two years with annual GMV
greater than $5 million (unless well-funded). Prospective clients must own the intellectual property and trademarks for their products. Prospective clients
will have a strong brand focus with a premium buyer experience (i.e. not discounted brands) and (delete: all must) be challenged to compete with Big
Retail’s (Amazon, Wayfair, Walmart, eBay, Target, and others) sales tactics such as free shipping and returns as well as R&D investments.
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Platform and Products

Platform
 

We provide a sophisticated technology platform that empowers brand success. Our Nogin Intelligent Commerce Platform, enterprise CaaS platform
includes:
 

 •  Products such as Intelligent Commerce (site management), Smart Marketer (digital marketing and predictive analytics), Smart Ship
(fulfillment and WMS) and Smart Pay (payments, subscriptions and merchant services);

 

 •  Intelligence commerce architecture, such as orders, returns and warehouse management, channel partner integrations, customer management,
catalog management, content and site management, and security, privacy and data protection grouped into a single software solution; and

 

 •  Foundational elements, including our data asset, CDP and AI, and flexible API.

Products
 

 •  Intelligent Commerce Platform 
 

 •  Orders, Returns, and Warehouse Management
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 •  Channel Partner Integrations
 

 •  Customer Management
 

 •  Catalog Management
 

 •  Content & Site Management
 

 •  Security, Privacy, & Data Protection
 

 •  Foundational Elements
 

 •  Data Asset
 

 •  CDP and AI
 

 •  Flexible API

(1) AI that supercharges growth. Nogin AI processes hundreds of millions of interactions and analyzes across clients’ entire operational workflow,
acting on it real-time to unlock growth and identify sources of lost revenue.

(2) Benchmarks, Best Practices, and Behavioral Data. Our platform utilizes data from all of our brands simultaneously to identify trends, opportunities,
and best practices to drive improvements in customer acquisition and retention.

(3) Flexible, Intelligent Platform. We continuously pursue additional R&D opportunities with dedicated developers tweaking the platform to generate
value and performance. With Nogin, clients’ ecommerce platform is always updated eliminating the need for manual updates or re-platforming.

(4) CDP. Nogin’s proprietary customer data platform. It is a unified customer data architecture where data is pulled from multiple sources (marketing,
web, call center, loyalty, reviews, and returns, among others), cleaned and combined to create a single customer profile. Customer profiles are then
segmented in cohorts with personas using machine learning models. These models can be client specific or be applied to all clients. Marketers can then use
the data to target various activations for the available marketing channels (such as Facebook, email and SMS) or target the customer user journey by
delivering a personalized web experience.
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Statistics:
 

 •  5TB Data Processed
 

 •  3B Emails and SMS Messages Sent
 

 •  50M+ Customers

We have three products that are in the market today, Intelligent Commerce, Smart Marketer and Smart Ship; and we have one product currently being
developed, Smart Pay.

(1) Intelligent Commerce—A proprietary open-source enterprise class end to end headless e-commerce platform that includes research and development, a
customer data platform and an artificial intelligence data pool across all endpoints for superior customer knowledge and future predictive commerce.

(2) Smart Marketer—The world’s first multi-channel marketing automation tool designed to create the most effective paid search and paid social
campaigns. Smart Marketer combines real-time and historical inventory, sales, and traffic data to craft advertising campaigns that maximize sales and
customer acquisition.

(3) Smart Ship—Provides comprehensive ecommerce order storage and fulfillment solutions that seamlessly integrate with the user’s storefront. Users
spend less time worrying about the complicated process of order fulfillment allowing them to focus on sales, marketing, and growing their business. Smart
Ship is a separate source of revenue from our existing shipping service revenue and will be included in our fulfillment service revenue moving forward.

(4) Smart Pay—This is our Payment and Merchant Solutions Product. It uses machine learning and other tactics to better manage fraud and chargebacks. It
includes payment management to help facilitate the various vendor
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and app payouts simplifying finance functions for brands. It also includes standard payment processing functions, as well as management of subscriptions.
 

Technology, Infrastructure, and Operations

We have designed our platform with high levels of functionality and customizability, convenience, and scalability as top priorities. Core contributors to
our strengths in these areas include:
 

 
•  Scalable Infrastructure. We operate a proprietary platform that targets online brands and can be scaled to support retailers as they grow in

GMV with increased customer count. We also integrate our platform with third-party storefronts and applications as needed to provide a full-
stack solution.

 

 •  Uptime. Our platform maintains market-leading service levels as we guarantee 99.5% uptime to our customers.
 

 •  Quick and Low-Cost Implementation. Our implementation process typically lasts between 1—3 months and is free of implementation cost
for clients while still offering enterprise-level capabilities.

 

 •  Security. Our platform has built-in enterprise-grade security, speed, uptime, and hosting. We offer native security protection, payments,
information applications, and external threat protection along with complying with GDPR and other regulatory agencies.

Research and Development

We have invested a significant amount of time and expense into R&D to develop our Intelligent Commerce Platform. In addition, we are productizing a
tech-enabled solution for shipping and fulfillment called Smart Ship and productizing the machine learning tools and best practices we use for our digital
marketing solution, Smart Marketer. Smart Ship is a separate source of revenue from our existing shipping service revenue and will be included in our
fulfillment service revenue moving forward. Our R&D activities are largely conducted at our headquarters in Tustin, California. As of December 31, 2021,
we had approximately 83 full-time or equivalent employees engaged in R&D activities.

Intellectual Property

Our business depends, in part, on our ability to develop and maintain the proprietary aspects of its core technology. We rely on trademarks to protect our
intellectual property.
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We have been issued a federal registration for its “Face Off Fashion” trademark and have three published but pending trademarks, including “NOGIN”, as
well as multiple pending trademarks. We also hold various domain names and are currently pursuing a number of patents.

Regulatory

We are subject to various laws and regulations in the United States and internationally, which may expose us to liability, increase costs or have other
adverse effects that could harm our business. These laws and regulations include but are not limited to data privacy and data localization, copyright or
similar laws, anti-spam, consumer protection, employment, and taxation. Compliance with such laws can require changes to our business practices and
significant management time and effort. Additionally, as we continue to develop and improve consumer-facing products and services, and as those
offerings grow in popularity, the risk that additional laws and regulations will impact our business will continue to increase.

Data protection and privacy

All states have adopted laws requiring notice to consumers of a security breach involving their personal information. In the event of a security breach,
these laws may subject us to incident response, notice and remediation costs. Failure to safeguard data adequately or to destroy data securely could subject
us to regulatory investigations or enforcement actions under federal or state data security, unfair practices, or consumer protection laws. The scope and
interpretation of these laws could change, and the associated burdens and compliance costs could increase in the future.

Privacy laws and regulations, cross-border data transfer restrictions, data localization requirements, and other domestic or foreign laws or regulations may
expose us to liability, or otherwise adversely affect our business. Laws and regulations related to data privacy and the collection, processing, and
disclosure of consumer personal information are constantly evolving. Two laws that have significant implications are the European Union’s General Data
Protection Regulation (“GDPR”) the California Consumer Privacy Act (“CCPA”) and contain detailed requirements regarding collecting and processing
personal information and impose certain limitations on how such information may be used, the length for which it may be stored, with whom it may be
shared, and the effectiveness of consumer consent. Such laws and regulations could restrict our ability to store and process personal data (in particular, our
ability to use certain data for purposes such as risk or fraud avoidance, marketing, or advertising), to control our costs by using certain vendors or service
providers in certain jurisdictions and could limit our ability to effectively market or advertise to interested buyers and, in general, increase the resources
required to operate our business. Additionally, such laws and regulations are often inconsistent and may be subject to amendment or reinterpretation,
which may cause us to incur significant costs and expend significant effort to ensure compliance.

Our failure to comply with these privacy laws or regulations could expose us to significant fines and penalties imposed by regulators and has in the past
and could in the future expose us to legal claims by buyers, or other relevant stakeholders. Some of these laws, such as the CCPA, permit individual or
class action claims for certain alleged violations, increasing the likelihood of such legal claims. Similarly, many of these laws require us to maintain an
online privacy policy, terms of service, and other informational pages that disclose our practices regarding the collection, processing, and disclosure of
personal information. If these disclosures contain any information that a court or regulator finds to be inaccurate, we could also be exposed to legal or
regulatory liability. Any such proceedings or violations could force us to spend money in defense or settlement of these proceedings, result in the
imposition of monetary liability or demanding injunctive relief, divert management’s time and attention, increase our costs of doing business, and
materially adversely affect our reputation.

Anti-corruption and sanctions

We are subject to the U.S. Foreign Corrupt Practices Act of 1977, as amended (“FCPA”). The FCPA prohibits corporations and individuals from engaging
in improper activities to obtain or retain business or to influence a
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person working in an official capacity. It prohibits, among other things, providing, directly or indirectly, anything of value to any foreign government
official, or any political party or official thereof, or candidate for political office to improperly influence such person. Similar laws exist in other countries,
such as the UK, that restrict improper payments to persons in the public or private sector. Many countries have laws prohibiting these types of payments
within the respective country. Historically, technology companies have been the target of FCPA and other anti-corruption investigations and penalties.

In addition, we are subject to U.S. and foreign laws and regulations that restrict our activities in certain countries and with certain persons. These include
the economic sanctions regulations administered by the U.S. Treasury Department’s Office of Foreign Assets Control and the export control laws
administered by the U.S. Commerce Department’s Bureau of Industry and Security.

Facilities

Our corporate headquarters are located in Tustin, California. The headquarters cover 89,468 square feet pursuant to an operating lease that expires in 2029.
We believe our current facility is suitable and adequate to meet our current needs. We intend to add new facilities or expand existing facilities as we add
employees, and we believe suitable additional or substitute space will be available as needed to accommodate any such expansion of our operations.

We lease four warehouse facilities, two in Fontana, California, one in Rancho Dominguez, California and one in Pittsburgh, Pennsylvania. The two
warehouses in Fontana are a combined 162,100 square feet and leases for both facilities expire in 2022. The Rancho Dominguez warehouse is 115,814
square feet and its lease expires in 2023. The Pittsburgh, Pennsylvania warehouse is 253,478 square feet and its lease expires in 2027.

Employees

Our culture is driven by the following corporate values:
 

 •  We Love Data.
 

 •  Be Simple But Think Analytically.
 

 •  Take Ownership.
 

 •  Life’s Too Short Not To Go Big.
 

 •  Be Authentic, Humble and Remarkable.

Together, our values and culture creates an environment that allows us to successfully recruit and retain team members that are passionate and talented. As
of September 30, 2022, we had approximately 249 full-time employees, all of whom are based in the United States.

We have won awards related to our workplace culture including Comparably’s Best Places to Work and Best Company Perks and Benefits in Los Angeles
2021 based on anonymous rankings submitted by then-current employees. Employers who won these awards were assessed based on nearly 20 different
categories that included compensation, leadership, professional development opportunities, perks and benefits.

Legal Proceedings

We are not currently a party to any material legal proceedings. However, in the ordinary course of business we face various claims brought by third parties,
and we may, from time to time, make claims or take legal actions to assert our rights, including intellectual property rights as well as claims relating to
employment matters and the safety or efficacy of our products. Any of these claims could subject us to costly litigation, and, while we
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generally believe that we have adequate insurance to cover many different types of liabilities, our insurance carriers may deny coverage, may be
inadequately capitalized to pay on valid claims, or our policy limits may be inadequate to fully satisfy any damage awards or settlements. If this were to
happen, the payment of any such awards could have a material adverse effect on our business, financial condition and results of operations. Additionally,
any such claims, whether or not successful, could damage our reputation and business.
 

90



Table of Contents

MANAGEMENT

Management and Board of Directors

The following sets forth certain information, as of February 13, 2023, concerning the persons who serve as our executive officers and directors.
 
Name   Age    Position
Executive Officers     
Jonathan S. Huberman    57    Chief Executive Officer, President and Chairman of the Board
Geoffrey Van Haeren    51    Chief Technology Officer and Director
Shahriyar Rahmati    46    Chief Financial Officer and Chief Operating Officer
Directors     
Wilhelmina Fader    59    Director
Eileen Moore Johnson    50    Director
Hussain Baig    51    Director
Andrew Pancer    52    Director

Directors

Jonathan S. Huberman, Chief Executive Officer, President and Chairman of the Board

Jonathan S. Huberman is our Chief Executive Officer, President and Chairman of the Board and has over 25 years of high-tech business leadership
experience. He was the Chairman, Chief Executive Officer and Chief Financial Officer of SWAG, a blank check company that raised an aggregate of
approximately $231.5 million in its initial public offering (including partial exercise of the over-allotment option) in August 2021, and announced in
February 2022 that it had entered into a definitive agreement with respect to its initial business combination with Nogin. From 2020 through August 2021,
he was the Chairman, Chief Executive Officer and Chief Financial Officer of Software Acquisition Group Inc. II (Nasdaq: SAII), a blank check company
that raised an aggregate of $172.5 million in its initial public offering (including exercise of the over-allotment option) in September 2020, and that closed
its initial business combination with Otonomo Technologies Ltd., a cloud-based software provider that captures and anonymizes vehicle data, in the third
quarter of 2021. He was previously the Chairman, Chief Executive Officer and Chief Financial Officer of Software Acquisition Group Inc. (Nasdaq:
SAQN), a blank check company that raised an aggregate of $149.5 million in its initial public offering (including exercise of the over-allotment option) in
November 2019, and that closed its initial business combination with CuriosityStream, Inc., or CuriosityStream, a global streaming media service that
provides factual content on demand, in the fourth quarter of 2020. From 2017 to 2019, Mr. Huberman was Chief Executive Officer of Ooyala, a provider
of media workflow automation, delivery and monetization solutions, which he and Mike Nikzad, SWAG’s former Vice President of Acquisitions and
Director, acquired from Telstra in 2018. Together with Mr. Nikzad, they turned around an underperforming company and sold Ooyala’s three core
business units to Invidi Technologies, Brightcove (Nasdaq: BCOV) and Dalet (EPA: DLT), major players in the same sector. Previously, Mr. Huberman
served as the Chief Executive Officer of Syncplicity, a SaaS enterprise data management company, which he sourced and acquired from EMC and
engineered an exit to Axway (EPA: AXW). Prior to this, from 2013 to 2015, Mr. Huberman was the Chief Executive Officer of Tiburon, an enterprise
software company serving the public safety sector, which he sold to Tritech Systems, and before that he was the Chief Executive Officer at Iomega
Corporation (NYSE: IOM), a consumer and distributed enterprise storage solutions provider. After Iomega was acquired by EMC Corporation in 2008,
Mr. Huberman served as President of the Consumer and Small Business Division of EMC. In addition to his experience leading turnarounds and exits at
five technology companies, Mr. Huberman spent nine years as an investor for the Bass Family interests where he led investments in private and public
companies. He also had senior roles leading the operations of the technology investments of the Gores Group and Skyview Capital. In the last five years he
has served as a director of Aculon, Inc., a privately held provider of easy-to-apply nanotech surface-modification technologies, as well as Venture
Corporation Limited (SGX: V03) a high-tech design and manufacture firm
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based in Singapore. Mr. Huberman holds a Bachelor of Arts in Computer Science from Princeton University and an MBA from The Wharton School at the
University of Pennsylvania. We believe that Mr. Huberman is qualified to serve on our board of directors due to his extensive experience serving on
boards of directors and his significant executive leadership, business and investment experience.

Geoffrey Van Haeren, Chief Technology Officer and Director

Geoffrey Van Haeren has served as our Chief Technology Officer since 2010 and has over 22 years of experience in eCommerce. Mr. Van Haeren
co-founded Nogin 2010 and served as Nogin’s President from October 2020 until closing of the Business Combination. Prior to joining Nogin, he served
as the Chief Technology Officer for CAbi Clothing where he worked with the executive team to develop and deliver a next generation SAAS based MLM
platform. From January 2006 to August 2009, Mr. Van Haeren served as the Vice President of Technology for Digital River. Prior to his tenure at Digital
River, Mr. Van Haeren served as the Chief Technology Officer of Commerce5, where he co-founded the company. We believe Mr. Van Haeren is
qualified to serve on the Board due to his significant experience building and scaling e-commerce software as Nogin’s Chief Technology Officer and
because, as a founder of Nogin, he is essential to the long-term vision of the Company.

Wilhelmina Fader, Director

Wilhelmina Fader has served on our board of directors since August 2022. Ms. Fader has served as the Managing Director of the Baker Retailing Center
at The Wharton School at the University of Pennsylvania since March 2017. She previously served as the chief financial officer for several organizations,
including INTECH construction from June 2004 to June 2009, Chestnut Hill Academy from July 2009 to July 2011 and the Germantown Friends School
from July 2011 to June 2016. Ms. Fader was previously the Associate Vice President of the Facilities and Real Estate Services Division at the University
of Pennsylvania from April 1998 to June 2004. Ms. Fader holds a Bachelor of Science in Chemical Engineering from the Massachusetts Institute of
Technology and an MBA from The Wharton School at the University of Pennsylvania. We believe Ms. Fader is qualified to serve on our board of
directors due to her retail expertise and her significant experience serving as the chief financial officer of numerous companies.

Eileen Moore Johnson, Director

Eileen Moore Johnson has served on our board of directors since August 2022. In addition, Ms. Moore Johnson currently serves as the General Manager,
Vegas Loop for The Boring Company. Ms. Moore Johnson is the former Executive Vice President and Chief Human Resources Officer of Light &
Wonder, a position she held since June 2020. Ms. Moore Johnson was previously the Regional President of The Cromwell, Flamingo, Harrah’s and The
LINQ casino resorts for Caesars Entertainment from August 2013 to June 2020. During her tenure of over twenty years at Caesars Entertainment, she also
served as Regional President and General Manager of the Horseshoe Casino and Hotel Southern Indiana from November 2009 to August 2013, as
Assistant General Manager of Harrah’s New Orleans from April 2007 to October 2009 and served on the Corporate Gaming Team from December 2003 to
April 2007. She also served as Executive Assistant to the chief executive officer, chief financial officer and chief operating officer of Caesars
Entertainment from October 2002 to December 2003. Ms. Moore Johnson currently serves on the Dean’s Advisory Board for the College of Hospitality at
the University of Nevada, Las Vegas and is a founding Board Member of Global Gaming Women. She holds a Bachelor of Science from Cornell
University and an MBA from the Kellogg School of Business at Northwestern University. We believe Ms. Moore Johnson is qualified to serve on our
board of directors due to her extensive experience in executive leadership and business.

Hussain Baig, Director

Hussain Baig has served on our board of directors since August 2022 and has over 25 years’ experience in technology and operations. Mr. Baig has served
a Senior Advisor to Navigate Ventures since January 2022. He previously served as the Global COO and CIO of Enterprise Technology of HSBC from
February 2016 to
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October 2021. From August 2013 to January 2016, Mr. Baig served as the Global Chief Operating Officer for Risk at Barclays. Prior to joining Barclays,
Mr. Baig served in several capacities at Lloyds Banking Group from March 2007 to August 2013, including Chief Operating Officer for Technology and
CEO Global Services. Mr. Baig holds a Bachelor of Engineering from Imperial College London and an MBA from Manchester University. We believe
Mr. Baig is qualified to serve on our board of directors due to his extensive experience as a technology executive and leadership experience in the
operations of global, complex organizations.

Andrew Pancer, Director

Andrew Pancer has served on our board of directors since February 2023. Mr. Pancer has owned and operated Big Red House Services Limited, a
consulting company providing services to eCommerce and advertising technology companies, since 2020. In addition, Mr. Pancer owns and operates
Tyburnia Partners Limited, an eCommerce company focused on the manufacturing and sale of wine accessories. He is also actively engaged as a partner
or consultant for a number of eCommerce, marketing technology and advertising agency companies, including Duration Media LLC, Spectrum Media
Services LLC, Cap Hill Brands, Ramp97, Fresh Media LLC and Lomogo LLC. From 2017 to 2021, Mr. Pancer owned and operated Desserts by ME LLC,
an eCommerce company that was acquired by Thrasio in 2021. Mr. Pancer received his Bachelor of Science in Business Administration from Washington
University in St. Louis and his Master of Business Administration from New York University’s Stern School of Business. Mr. Pancer brings significant
eCommerce and marketing experience to the Board and his extensive knowledge on the industry is expected to be beneficial to the Company.

Executive Officers

Jonathan S. Huberman, Chief Executive Officer, President and Chairman of the Board

See biographical information above in the Directors section.

Geoffrey Van Haeren, Chief Technology Officer and Director

See biographical information above in the Directors section.

Shahriyar Rahmati, Chief Financial Officer and Chief Operating Officer

Shahriyar Rahmati has served as our Chief Financial Officer and Chief Operating Officer since August 2022 and has over twenty years of experience in
various executive-level roles across several industries. From September 2020 until August 2022, Mr. Rahmati served as Principal of RSM US LLP.
Previously, he served as Chief Operating Officer of RugsUSA from December 2018 to March 2020 and as Managing Director and Head of Portfolio
Operations for Comvest Partners from July 2016 to December 2018. Prior to that, Mr. Rahmati was a Principal at the Gores Group and an Operating
Partner at Graham Partners. He holds an MBA from Massachusetts Institute of Technology and a B.A. in Economics from New York University.

Corporate Governance

We structure our corporate governance in a manner we believe closely aligns our interests with those of our stockholders. Notable features of this
corporate governance include:
 

 •  we have independent director representation on our audit, compensation and nominating committees, and our independent directors meet
regularly in executive sessions without the presence of our corporate officers or non-independent directors;

 

 •  at least one of our directors qualifies as an “audit committee financial expert” as defined by the SEC; and
 

 •  we have begun to and will continue to implement a range of other corporate governance best practices, including implementing a robust
director education program.
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Independence of the Board of Directors

Nasdaq listing standards require that a majority of our board of directors be independent. An “independent director” is defined generally as a person other
than an officer or employee of the company or its subsidiaries or any other individual having a relationship which, in the opinion of the company’s board
of directors, would interfere with the director’s exercise of independent judgment in carrying out the responsibilities of a director. Our board of directors
has determined that Mses. Fader and Johnson, and Messrs. Baig and Pancer are “independent directors” as defined in the Nasdaq listing standards and
applicable SEC rules. Our independent directors will have regularly scheduled meetings at which only independent directors are present.

Composition of the Board of Directors

Our business and affairs are managed under the direction of our board of directors. Our board of directors is staggered in three classes, with two directors
in Class I (Mr. Van Haeren and Mr. Pancer), two directors in Class II (Ms. Johnson and Ms. Fader), and two directors in Class III (Mr. Huberman and Mr.
Baig).

Board Committees

Our board of directors directs the management of our business and affairs, as provided by Delaware law, and conducts its business through meetings of the
board of directors and standing committees. We have a standing audit committee, nominating committee and compensation committee. In addition, from
time to time, special committees may be established under the direction of the board of directors when necessary to address specific issues.

Audit Committee

Our audit committee is responsible for, among other things:
 

 •  appointing, compensating, retaining, evaluating, terminating and overseeing our independent registered public accounting firm;
 

 •  discussing with our independent registered public accounting firm their independence from management;
 

 •  reviewing, with our independent registered public accounting firm, the scope and results of their audit;
 

 •  approving all audit and permissible non-audit services to be performed by our independent registered public accounting firm;
 

 •  overseeing the financial reporting process and discussing with management and our independent registered public accounting firm the
quarterly and annual financial statements that we file with the SEC;

 

 •  overseeing our financial and accounting controls and compliance with legal and regulatory requirements;
 

 •  reviewing our policies on risk assessment and risk management;
 

 •  reviewing related person transactions; and
 

 •  establishing procedures for the confidential anonymous submission of concerns regarding questionable accounting, internal controls or
auditing matters.

Our audit committee consists of Wilhelmina Fader, Hussain Baig and Andrew Pancer, with Wilhelmina Fader serving as chair. Rule 10A-3 of the
Exchange Act and Nasdaq rules require that our audit committee must be composed entirely of independent members. Our board of directors has
affirmatively determined that Wilhelmina Fader, Hussain Baig and Andrew Pancer each meet the definition of “independent director” for purposes of
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serving on the audit committee under Rule 10A-3 of the Exchange Act and Nasdaq rules. Each member of our audit committee also meets the financial
literacy requirements of Nasdaq listing standards. In addition, our board of directors has determined that Wilhelmina Fader and Andrew Pancer will each
qualify as an “audit committee financial expert,” as such term is defined in Item 407(d)(5) of Regulation S-K. Our board of directors adopted a written
charter for the audit committee, which is available on our corporate website at www.nogin.com. The information on any of our websites is deemed not to
be incorporated in this prospectus or to be part of this prospectus.

Compensation Committee

Our compensation committee is responsible for, among other things:
 

 
•  reviewing and approving the corporate goals and objectives, evaluating the performance of and reviewing and approving, (either alone or, if

directed by the board of directors, in conjunction with a majority of the independent members of the board of directors) the compensation of
our Chief Executive Officer;

 

 •  overseeing an evaluation of the performance of and reviewing and setting or making recommendations to our board of directors regarding the
compensation of our other executive officers;

 

 •  reviewing and approving or making recommendations to our board of directors regarding our incentive compensation and equity-based
plans, policies and programs;

 

 •  reviewing and approving all employment agreement and severance arrangements for our executive officers;
 

 •  making recommendations to our board of directors regarding the compensation of our directors; and
 

 •  retaining and overseeing any compensation consultants.

Our compensation committee consists of Eileen Moore Johnson, Wilhelmina Fader and Hussain Baig, with Eileen Moore Johnson serving as chair. Our
board of directors has affirmatively determined that Eileen Moore Johnson, Wilhelmina Fader and Hussain Baig each meet the definition of “independent
director” for purposes of serving on the compensation committee under Nasdaq rules, and are “non-employee directors” as defined in Rule 16b-3 of the
Exchange Act. Our board of directors adopted a written charter for the compensation committee, which is available on our corporate website at
www.nogin.com. The information on any of our websites is deemed not to be incorporated in this prospectus or to be part of this prospectus.

Nominating Committee

Our nominating committee is responsible for, among other things:
 

 •  identifying individuals qualified to become members of our board of directors, consistent with criteria approved by our board of directors;
 

 •  overseeing succession planning for our Chief Executive Officer and other executive officers;
 

 •  periodically reviewing our board of directors’ leadership structure and recommending any proposed changes to our board of directors;
 

 •  overseeing an annual evaluation of the effectiveness of our board of directors and its committees; and
 

 •  developing and recommending to our board of directors a set of corporate governance guidelines.

Our nominating committee consists of Andrew Pancer, Hussain Baig and Eileen Moore Johnson, with Hussain Baig serving as chair. Our board of
directors has affirmatively determined that Andrew Pancer, Hussain Baig and Eileen Moore Johnson each meet the definition of “independent director”
under Nasdaq rules. Our board of directors adopted a written charter for the nominating committee, which is available on our corporate website at
www.nogin.com. The information on any of our websites is deemed not to be incorporated in this prospectus or to be part of this prospectus.
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Risk Oversight

Our board of directors is responsible for overseeing our risk management process. Our board of directors focuses on our general risk management strategy,
the most significant risks facing us, and oversees the implementation of risk mitigation strategies by management. Our audit committee is also responsible
for discussing our policies with respect to risk assessment and risk management. Our board of directors believes its administration of its risk oversight
function has not negatively affected our board of directors’ leadership structure.

Compensation Committee Interlocks and Insider Participation

None of our executive officers serves as a member of the board of directors or compensation committee (or other committee performing equivalent
functions) of any entity that has one or more executive officers serving on our board of directors or compensation committee.

Code of Business Conduct and Ethics

We adopted a written code of business conduct and ethics that applies to our directors, officers and employees, including our principal executive officer,
principal financial officer, principal accounting officer or controller, or persons performing similar functions. A copy of the code is posted on our
corporate website at www.nogin.com. In addition, we intend to post on our website all disclosures that are required by law or Nasdaq listing standards
concerning any amendments to, or waivers from, any provision of the code. The information on any of our websites is deemed not to be incorporated in
this prospectus or to be part of this prospectus.
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EXECUTIVE AND DIRECTOR COMPENSATION

Overview

In 2021, our “named executive officers” and their positions were as follows:
 

 •  Jan-Christopher Nugent, Founder and Chief Executive Officer;
 

 •  Geoff Van Haeren, our President; and
 

 •  Jay Ku, our Chief Commerce Officer.

2021 Summary Compensation Table

The following table sets forth information concerning the compensation of Nogin’s named executive officers for the year ended December 31, 2021.
 

Name and Principal Position   Year    
Salary

($)    
Bonus
($)(1)    

Non-Equity
Incentive Plan

Compensation($)(2)   Total  
Jan-Christopher Nugent           

Chief Executive Officer    2021    480,000    120,000    657,928    1,257,928 
Geoff Van Haeren           

President    2021    420,000    100,000    433,080    953,080 
Jay Ku           

Chief Commerce Officer    2021    262,500    —      125,000    387,500 
 
(1) Amounts shown represent the guaranteed portion of the annual bonus payable to Mr. Nugent and Mr. Van Haeren for 2021.
(2) Amounts shown represent the annual cash bonuses awarded to each of the named executive officers for 2021 performance.
(3) Mr. Ku commenced employment with Nogin on March 22, 2021 at an annual base salary rate of $350,000. The amount shown reflects his prorated

annual salary and annual bonus for the portion of the year in which he was employed by Nogin.

Narrative Disclosure to Summary Compensation Table

Elements of Compensation

Base Salary

Base salaries are intended to provide a level of compensation sufficient to attract and retain an effective management team, when considered in
combination with the other components of Nogin’s executive compensation program. The relative levels of base salary for Nogin’s named executive
officers are designed to reflect each named executive officer’s scope of responsibility and accountability to Nogin.

The base salary amounts shown above in the 2021 Summary Compensation Table reflect the actual amounts earned by Nogin’s named executive officers in
2021. In addition, Mr. Ku commenced employment with Nogin on March 22, 2021, and his base salary was prorated for the portion of the year in which he
was employed by Nogin.

Nogin’s named executive officers’ current base salaries are as follows:
 

Name   
Current Annual
Base Salary ($)  

Jan-Christopher Nugent    480,000 
Geoff Van Haeren    420,000 
Jay Ku    350,000 
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Annual Bonus

Nogin provides annual bonuses to its named executive officers based on performance for the fiscal year primarily measured based on criteria relating to
company financial and operational performance and individual performance considerations. For 2021, the target bonus opportunities for our named
executive officers were as follows: Mr. Nugent: $350,000 (up to $500,000); Mr. Van Haeren: $300,000 (up to $400,000); and Mr. Ku: $75,000 (up to
$200,000). Bonuses for Mr. Nugent and Mr. Van Haeren based on financial performance measures were paid quarterly as a percentage of Bookings and
EBITDA, respectively and were paid at above-target levels for 2022 based on actual results following completion of each quarter.

Under our 2021 annual bonus program, each named executive officer’s target bonus was based on the attainment of the following performance metrics:
 

Name  Performance Goal  
Target

Payout(1)  
Jan Nugent  Bookings  $ 300,000 

 EBITDA  $ 20,000 
 Strategic milestones  $ 40,000 

Geoff Van Haeren  Bookings  $ 200,000 
 EBITDA  $ 10,000 
 Operational milestones  $ 25,000 
 Milestone product achievement  $ 25,000 

Jay Ku  Base revenue achievement  $ 75,000 
 Additional revenue achievement  $ 50,000 
 EBITDA  $ 25,000 
 Milestone product achievement  $ 50,000 

 
(1) Does not include guaranteed quarterly bonuses paid to Mr. Nugent and Mr. Van Haeren during 2021. The aggregate amount of guaranteed quarterly

bonuses paid to Messrs. Nugent and Van Haeren in 2021 were $120,000 and $100,000, respectively, as set forth above in the 2021 Summary
Compensation Table in the column titled “Bonus.” Mr. Ku’s annual bonus was prorated for the portion of the year in which he was employed by
Nogin.

The actual annual cash bonuses awarded to each of Nogin’s named executive officers for 2021 performance are set forth above in the 2021 Summary
Compensation Table in the column titled “Non-Equity Incentive Plan Compensation.”

Equity-based compensation

Nogin has historically granted equity awards in the form of stock options to its executives (other than Mr. Nugent and Mr. Van Haeren) as the long-term
incentive component of its compensation program. Stock options historically were granted pursuant to the Prior Plan, and generally vested over 4 years,
with 25% of the award vesting after one year from the vesting commencement date and the remainder vesting monthly thereafter.

Mr. Ku commenced employment with Nogin in 2021 and did not receive a grant of stock options prior to December 31, 2021. In addition, Mr. Nugent and
Mr. Van Haeren have not historically participated in Nogin’s stock option programs. As a result, none of Nogin’s named executive officers were granted
stock option awards in 2021 or held outstanding stock option awards as of December 31, 2021.

Retirement Plans

Nogin currently maintains a 401(k) retirement savings plan for its employees, including its named executive officers, who satisfy certain eligibility
requirements. Nogin’s named executive officers are eligible to participate
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in the 401(k) plan on the same terms as other full-time employees. The Internal Revenue Code allows eligible employees to defer a portion of their
compensation, within prescribed limits, through contributions to the 401(k) plan. Nogin believes that providing a vehicle for tax-deferred retirement
savings though its 401(k) plan adds to the overall desirability of its executive compensation package and further incentivizes its employees, including its
named executive officers, in accordance with our compensation policies.

Employee Benefits and Perquisites

Nogin’s named executive officers are eligible to participate in Nogin’s employee benefit plans and programs, including medical and dental benefits and
life insurance, to the same extent as Nogin’s other full-time employees, subject to the terms and eligibility requirements of those plans. Nogin does not
typically provide any perquisites or special personal benefits to its named executive officers.

Outstanding Equity Awards as of December 31, 2021

None of Nogin’s named executive officers held outstanding equity awards as of December 31, 2021.

Executive Compensation Arrangements

Nogin is a party to an employment agreement or offer letter with each of its named executive officers. These agreements provide for at-will employment
and generally include the named executive officer’s initial base salary, standard benefit plan eligibility and other terms and conditions of employment with
Nogin. The agreements also provide for payments in the event of certain terminations of employment.

Nogin entered into employment agreements with Mr. Nugent and Mr. Van Haeren, each of which became effective May 13, 2014. Under the terms of each
of these employment agreements, if the executive is terminated without cause or resigns for good reason, and timely executes a release of claims against
Nogin, he will receive six months of continued base salary and accelerated vesting of his unvested stock options (if any). The employment agreement also
includes a mutual non-disparagement covenant, and non-competition and non-solicitation covenants in favor of Nogin for a period of one year after the
executive’s termination of employment.

Nogin entered into an offer letter with Mr. Ku on February 24, 2021. Under the offer letter, Nogin agreed to grant Mr. Ku an award of stock options under
the Prior Plan, which award was granted in February 2022. Mr. Ku’s offer letter provides that in the event of a change in control, 50% of his unvested
options will immediately vest. In addition, the offer letter provides that if Mr. Ku is terminated without cause, and subject to his execution of a release of
claims against Nogin, he will be entitled to receive a cash payment equal to four months of base salary and bonus potential and four months of continued
coverage under Nogin’s group health plans.

Branded Online, Inc.’s 2013 Stock Incentive Plan

In January 2013, Legacy Nogin adopted the Branded Online, Inc. 2013 Stock Incentive Plan (the “Prior Plan”), which authorized the grant of incentive
stock options, within the meaning of Section 422 of the Code, to Legacy Nogin’s employees and employees of any parent or subsidiary corporations, and
for the grant of nonqualified stock options, stock appreciation rights and restricted stock to employees, directors and consultants. Legacy Nogin had
granted incentive stock options and nonqualified stock options under the Prior Plan (“Legacy Nogin Options”). Upon the Closing of the Business
Combination, all outstanding Legacy Nogin Options under the Prior Plan were automatically converted into an option to purchase shares of common stock
(the “Converted Options”). The Converted Options have an exercise price and cover a number of shares of common stock that results in the Converted
Options having the same (subject to rounding) intrinsic value as the outstanding Legacy Nogin Options and generally have the same terms and conditions
as the corresponding Legacy Nogin Options. The Legacy Nogin Options are administered by the compensation committee of our board of directors or a
subcommittee of the compensation committee to which it has properly delegated power, or if no such committee or subcommittee exists, our board of
directors.
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From and after the effectiveness of the 2022 Incentive Plan (as defined below), no awards will be made under the Prior Plan.

Nogin, Inc. 2022 Incentive Plan

The purpose of the 2022 Incentive Plan is to enhance our ability to attract, retain and motivate persons who make (or are expected to make) important
contributions by providing these individuals with equity ownership opportunities and/or equity-linked compensatory opportunities. Equity awards and
equity-linked compensatory opportunities are intended to motivate high levels of performance and align the interests of directors, employees and
consultants with those of stockholders by giving directors, employees and consultants the perspective of an owner with an equity or equity-linked stake in
our company and providing a means of recognizing their contributions to our success. The following summarizes the material terms of the 2022 Incentive
Plan adopted in connection with the Business Combination as the long-term incentive compensation plan.

Eligibility and Administration

Our employees, consultants and directors, and employees and consultants of our subsidiaries, may be eligible to receive awards under the 2022 Incentive
Plan. We have approximately 256 employees, four non-employee directors and no other individual service providers who are eligible to receive awards
under the 2022 Incentive Plan.

The 2022 Incentive Plan provides that it is administered by our board of directors, which may delegate its duties and responsibilities to one or more
committees of our directors and/or officers (collectively, the “plan administrator”), subject to the limitations imposed under the 2022 Incentive Plan,
Section 16 of the Exchange Act, stock exchange rules and other applicable laws. Following the closing of the Business Combination, we expect the
compensation committee of the our board of directors to be appointed by our board to administer the 2022 Incentive Plan.

The plan administrator has the authority to take all actions and make all determinations under the 2022 Incentive Plan, to interpret the 2022 Incentive Plan
and award agreements and to adopt, amend and repeal rules for the administration of the 2022 Incentive Plan as it deems advisable. The plan administrator
also has the authority to determine which eligible service providers receive awards, grant awards and set the terms and conditions of all awards under the
2022 Incentive Plan, including any vesting and vesting acceleration provisions, subject to the conditions and limitations in the 2022 Incentive Plan.

Shares Available for Awards

The aggregate number of shares of common stock that are available for issuance under the 2022 Incentive Plan is equal to (i) 5,102,948 shares and (ii) an
annual increase for ten years on the first day of each calendar year beginning January 1, 2023, equal to the lesser of (A) 15% of the aggregate number of
shares outstanding on the final day of the immediately preceding calendar year and (B) such smaller number of shares as is determined by the Board. The
maximum number of shares of common stock that may be issued pursuant to the exercise of incentive stock options (“ISOs”) granted under the 2022
Incentive Plan is equal to 56,132,428 shares.

If an award under the 2022 Incentive Plan or the Prior Plan is forfeited, expires or is settled for cash, any shares subject to such award may, to the extent of
such forfeiture, expiration or cash settlement, be used again for new grants under the 2022 Incentive Plan. The payment of dividend equivalents in cash in
conjunction with any awards under the 2022 Incentive Plan or the Prior Plan will not reduce the shares available for grant under the 2022 Incentive Plan.
Furthermore, shares purchased on the open market with the cash proceeds from the exercise of options, and shares tendered or withheld to satisfy the
exercise price or tax withholding obligation for any award will again be available for awards under the 2022 Incentive Plan.
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Awards granted under the 2022 Incentive Plan upon the assumption of, or in substitution for, awards authorized or outstanding under a qualifying equity
plan maintained by an entity with which we enter into a merger or similar corporate transaction will not reduce the shares available for grant under the
2022 Incentive Plan but will count against the maximum number of shares that may be issued upon the exercise of ISOs.

The 2022 Incentive Plan provides that the sum of any cash compensation and the aggregate grant date fair value (determined as of the date of the grant
under Financial Accounting Standards Board Accounting Standards Codification Topic 718, or any successor thereto) of all awards granted to a
non-employee director as compensation for services as a non-employee director during any fiscal year, or director limit, may not exceed the amount equal
to $750,000, increased to $1,000,000 for fiscal year 2023 or in the fiscal year of a non-employee director’s initial service as a non-employee director. The
plan administrator may make exceptions to this limit for individual non-employee directors in extraordinary circumstances, as the plan administrator may
determine in its discretion, provided that the non-employee director receiving such additional compensation may not participate in the decision to award
such compensation or in other contemporaneous compensation decisions involving non-employee directors.

Awards

The 2022 Incentive Plan provides for the grant of stock options, including ISOs and nonqualified stock options (“NSOs”), stock appreciation rights
(“SARs”), restricted stock, dividend equivalents, restricted stock units (“RSUs”) and other stock or cash-based awards. Certain awards under the 2022
Incentive Plan may constitute or provide for payment of “nonqualified deferred compensation” under Section 409A of the Internal Revenue Code (the
“Code”), which may impose additional requirements on the terms and conditions of such awards. All awards under the 2022 Incentive Plan will be
evidenced by award agreements, which will detail the terms and conditions of awards, including any applicable vesting and payment terms and post-
termination exercise limitations. Awards other than cash awards generally will be settled in shares of common stock, but the applicable award agreement
may provide for cash settlement of any award. A brief description of each award type follows.
 

 

•  Stock Options and SARs. Stock options provide for the purchase of shares of common stock in the future at an exercise price set on the grant
date. ISOs, in contrast to NSOs, may provide tax deferral beyond exercise and favorable capital gains tax treatment to their holders if certain
holding period and other requirements of the Code are satisfied. SARs entitle their holder, upon exercise, to receive from us an amount equal
to the appreciation of the shares subject to the award between the grant date and the exercise date. Unless otherwise determined by the plan
administrator, the exercise price of a stock option or SAR may not be less than 100% of the fair market value of the underlying share on the
grant date (or 110% in the case of ISOs granted to certain significant stockholders), except with respect to certain substitute awards granted
in connection with a corporate transaction. Unless otherwise determined by the plan administrator, the term of a stock option or SAR may
not be longer than ten years (or five years in the case of ISOs granted to certain significant stockholders).

 

 •  Restricted Stock. Restricted stock is an award of non-transferable shares of common stock that are subject to certain vesting conditions and
other restrictions.

 

 

•  RSUs. RSUs are contractual promises to deliver shares of common stock in the future or an equivalent in cash and other consideration
determined by the plan administrator, which may also remain forfeitable unless and until specified conditions are met and may be
accompanied by the right to receive the equivalent value of dividends paid on shares of common stock prior to the delivery of the underlying
shares (i.e., dividend equivalent rights). The plan administrator may provide that the delivery of the shares (or payment in cash) underlying
RSUs will be deferred on a mandatory basis or at the election of the participant. The terms and conditions applicable to RSUs will be
determined by the plan administrator, subject to the conditions and limitations contained in the 2022 Incentive Plan.

 

 •  Other Stock or Cash Based Awards. Other stock or cash-based awards are awards of cash, fully vested shares of common stock and other
awards valued wholly or partially by referring to, or otherwise based

 
101



Table of Contents

 on, shares of common stock. Other stock or cash-based awards may be granted to participants and may also be available as a payment form
in the settlement of other awards, as standalone payments and as payment in lieu of compensation to which a participant is otherwise entitled.

 

 

•  Dividend Equivalents. Dividend equivalents represent the right to receive the equivalent value of dividends paid on shares of common stock
and may be granted alone or in tandem with awards other than stock options or SARs. Dividend equivalents are credited as of the dividend
record dates during the period between the date an award is granted and the date such award vests, is exercised, is distributed or expires, as
determined by the plan administrator.

Certain Transactions

The plan administrator has broad discretion to take action under the 2022 Incentive Plan, as well as make adjustments to the terms and conditions of
existing and future awards, to prevent the dilution or enlargement of intended benefits and facilitate necessary or desirable changes in the event of certain
transactions and events affecting our common stock, such as stock dividends (other than ordinary cash dividends), stock splits, mergers, acquisitions,
consolidations and other corporate transactions. In addition, in the event of certain non-reciprocal transactions with our stockholders known as “equity
restructurings,” the plan administrator will make equitable adjustments to the 2022 Incentive Plan and outstanding awards.

No Repricing

Except in connection with certain changes in our capital structure, stockholder approval will be required for any amendment that reduces the exercise price
of any stock option or SAR, or cancels any stock option or SAR that has an exercise price that is greater than the then-current fair market value of our
common stock in exchange for cash, other awards or stock options or SARs with an exercise price per share that is less than the exercise price per share of
the original stock options or SARs.

Plan Amendment and Termination

Our board of directors may amend or terminate the 2022 Incentive Plan at any time; however, no amendment, other than an amendment that increases the
number of shares available under the 2022 Incentive Plan, may materially and adversely affect an award outstanding under the 2022 Incentive Plan
without the consent of the affected participant, and stockholder approval will be obtained for any amendment to the extent necessary to comply with
applicable laws or to increase the director limit. The 2022 Incentive Plan will remain in effect until the tenth anniversary of the earlier of the date of the
adoption of the 2022 Incentive Plan or the date of the approval of the 2022 Incentive Plan by the stockholders, unless earlier terminated. No awards may be
granted under the 2022 Incentive Plan after its termination.

Foreign Participants, Claw-Back Provisions, Transferability and Participant Payments

The plan administrator may modify award terms, establish subplans and/or adjust other terms and conditions of awards, subject to the share limits
described above, in order to facilitate grants of awards subject to the laws and/or stock exchange rules of countries outside of the United States. All awards
will be subject to any company claw-back policy as set forth in such claw-back policy or the applicable award agreement. Awards under the 2022
Incentive Plan are generally non-transferrable, except by will or the laws of descent and distribution, or, subject to the plan administrator’s consent,
pursuant to a domestic relations order, and are generally exercisable only by the participant. With regard to tax withholding, exercise price and purchase
price obligations arising in connection with awards under the 2022 Incentive Plan, the plan administrator may, in its discretion, accept cash or check,
shares of common stock that meet specified conditions, a “market sell order” or such other consideration as it deems suitable.
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Material U.S. Federal Income Tax Consequences

The following is a general summary under current law of the principal U.S. federal income tax consequences related to awards under the 2022 Incentive
Plan. This summary deals with the general federal income tax principles that apply and is provided only for general information. Some kinds of taxes, such
as state, local and foreign income taxes and federal employment taxes, are not discussed. This summary is not intended as tax advice to participants, who
should consult their own tax advisors.
 

 

•  Non-Qualified Stock Options. If an optionee is granted an NSO under the 2022 Incentive Plan, the optionee should not have taxable income
on the grant of the option. Generally, the optionee should recognize ordinary income at the time of exercise in an amount equal to the fair
market value of the shares acquired on the date of exercise, less the exercise price paid for the shares. The optionee’s basis in our common
stock for purposes of determining gain or loss on a subsequent sale or disposition of such shares generally will be the fair market value of our
common stock on the date the optionee exercises such option. Any subsequent gain or loss will be taxable as a long-term or short-term
capital gain or loss. We or our subsidiaries or affiliates generally should be entitled to a federal income tax deduction at the time and for the
same amount as the optionee recognizes.

 

 

•  Incentive Stock Options. A participant receiving ISOs should not recognize taxable income upon grant. Additionally, if applicable holding
period requirements are met, the participant should not recognize taxable income at the time of exercise. However, the excess of the fair
market value of the shares of common stock received over the option exercise price is an item of tax preference income potentially subject to
the alternative minimum tax. If stock acquired upon exercise of an ISO is held for a minimum of two years from the date of grant and one
year from the date of exercise and otherwise satisfies the ISO requirements, the gain or loss (in an amount equal to the difference between the
fair market value on the date of disposition and the exercise price) upon disposition of the stock will be treated as a capital gain or loss, and
we will not be entitled to any deduction. If the holding period requirements are not met, the ISO will be treated as one that does not meet the
requirements of the Internal Revenue Code for ISOs and the participant will recognize ordinary income at the time of the disposition equal to
the excess of the amount realized over the exercise price, but not more than the excess of the fair market value of the shares on the date the
ISO is exercised over the exercise price, with any remaining gain or loss being treated as capital gain or capital loss. The Company or its
subsidiaries or affiliates generally are not entitled to a federal income tax deduction upon either the exercise of an ISO or upon disposition of
the shares acquired pursuant to such exercise, except to the extent that the participant recognizes ordinary income on disposition of the
shares.

 

 

•  Other Awards. The current federal income tax consequences of other awards authorized under the 2022 Incentive Plan generally follow
certain basic patterns: SARs are taxed and deductible in substantially the same manner as NSOs; non-transferable restricted stock subject to a
substantial risk of forfeiture results in income recognition equal to the excess of the fair market value over the price paid, if any, only at the
time the restrictions lapse (unless the recipient elects to accelerate recognition as of the date of grant through a Section 83(b) election); RSUs,
dividend equivalents and other stock or cash based awards are generally subject to tax at the time of payment. We or our subsidiaries or
affiliates generally should be entitled to a federal income tax deduction at the time and for the same amount as the optionee recognizes
ordinary income.

Section 409A of the Code

Certain types of awards under the 2022 Incentive Plan may constitute, or provide for, a deferral of compensation subject to Section 409A of the Code.
Unless certain requirements set forth in Section 409A of the Code are complied with, holders of such awards may be taxed earlier than would otherwise
be the case (e.g., at the time of vesting instead of the time of payment) and may be subject to an additional 20% penalty tax (and, potentially, certain
interest, penalties and additional state taxes). To the extent applicable, the 2022 Incentive Plan and awards granted under the 2022 Incentive Plan are
intended to be structured and interpreted in a manner intended
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to either comply with or be exempt from Section 409A of the Code and the Department of Treasury regulations and other interpretive guidance that may
be issued under Section 409A of the Code. To the extent determined necessary or appropriate by the plan administrator, the 2022 Incentive Plan and
applicable award agreements may be amended to further comply with Section 409A of the Code or to exempt the applicable awards from Section 409A of
the Code.

Director Compensation

Director Compensation

Following the closing of the Business Combination, our non-employee director compensation program consists of an annual retainer of $100,000 per year
as well as additional fees of $10,000 for each committee of which a non-employee director is a member and $20,000 for each chairmanship of a
committee. All such fees are expected to be paid 50% in cash and 50% in RSU awards issued pursuant to the 2022 Incentive Plan. We also intend to
reimburse the non-employee directors for expenses arising from their board membership.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

In addition to the compensation arrangements with directors and executive officers described under “Executive Compensation” and “Management”, the
following is a description of each transaction since January 1, 2019 and each currently proposed transaction in which:
 

 •  we have been or are to be a participant;
 

 •  the amount involved exceeds or will exceed $120,000; and
 

 
•  any of our directors, executive officers or beneficial holders of more than 5% of our capital stock, or any immediate family member of, or

person sharing the household with, any of these individuals (other than tenants or employees), had or will have a direct or indirect material
interest.

Registration Rights Agreement

In connection with the execution of the Merger Agreement, we and certain stockholders of Legacy Nogin and SWAG entered into a registration rights
agreement (the “Registration Rights Agreement”), pursuant to which we agreed to file a shelf registration statement with respect to the registrable
securities under the Registration Rights Agreement within 15 business days of the closing of the Business Combination. Certain Legacy Nogin
stockholders and SWAG stockholders may each request to sell all or any portion of their registrable securities in an underwritten offering up to four times
total and up to twice in any 12-month period, so long as the total offering price is reasonably expected to exceed $35.0 million. We also agreed to provide
customary “piggyback” registration rights. The Registration Rights Agreement also provides that we will pay certain expenses relating to such registrations
and indemnify the stockholders against certain liabilities.

Procedures with Respect to Review and Approval of Related Person Transactions

Our board of directors recognizes the fact that transactions with related persons present a heightened risk of conflicts of interests (or the perception of such
conflicts of interest). We have adopted a written policy on transactions with related persons that is in conformity with the requirements for issuers having
publicly held common stock that is listed on Nasdaq. Under the policy, our legal department is primarily responsible for developing and implementing
processes and procedures to obtain information regarding related persons with respect to potential related person transactions and then determining, based
on the facts and circumstances, whether such potential related person transactions do, in fact, constitute related person transactions requiring compliance
with the policy. If the head of our legal department determines that a transaction or relationship is a related person transaction requiring compliance with
the policy, the head of our legal department will be required to present to the audit committee all relevant facts and circumstances relating to the related
person transaction. The audit committee will be required to review the relevant facts and circumstances of each related person transaction, including if the
transaction is on terms comparable to those that could be obtained in arm’s length dealings with an unrelated third party and the extent of the related
person’s interest in the transaction, take into account the conflicts of interest and corporate opportunity provisions of the our code of business conduct and
ethics, and either approve or disapprove the related person transaction. If advance audit committee approval of a related person transaction requiring the
audit committee’s approval is not feasible, then the transaction may be preliminarily entered into by management upon prior approval of the transaction by
the chair of the audit committee, subject to ratification of the transaction by the audit committee at the audit committee’s next regularly scheduled meeting;
provided, that if ratification is not forthcoming, management will make all reasonable efforts to cancel or annul the transaction. If a transaction was not
initially recognized as a related person transaction, then, upon such recognition, the transaction will be presented to the audit committee for ratification at
the audit committee’s next regularly scheduled meeting; provided, that if ratification is not forthcoming, management will make all reasonable efforts to
cancel or annul the transaction. Our management will update the audit committee as to any material changes to any approved or ratified related person
transaction and will provide a status report at least annually of all then-current related person transactions. No director will be permitted to participate in
approval of a related person transaction for which he or she is a related person.
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Director and Officer Indemnification

Our certificate of incorporation and our bylaws provide for indemnification and advancement of expenses for our directors and officers to the fullest extent
permitted by the DGCL, subject to certain limited exceptions. We have entered into indemnification agreements with each member of our board of
directors and several of our officers.

Investment in Unconsolidated subsidiaries

The Company owns fifty percent interest in two joint ventures, Modcloth and IPCO. The Company provides eCommerce services to its joint ventures,
ModCloth and IPCO under Master Services agreements, which were entered into on April 25, 2021 and December 31, 2021, respectively. Revenue related
to ModCloth and IPCO represent 8% and 0%, respectively, of total revenue in 2021 and the Company expects revenue from related parties to represent
less than 5% in future years, which the Company does not believe to be significant to its financials.

The Company accounts for its investments in the joint ventures under the fair value option of accounting. Changes in the fair value of the joint ventures,
which are inclusive of equity in income, are recorded as changes in fair value of unconsolidated affiliates in the consolidated statements of operations
during the periods such changes occur.

The joint ventures were determined to be variable interest entities as the equity investment at risk is not sufficient to permit the joint ventures to finance its
activities without additional subordinated financial support. The Company has determined that it is not the primary beneficiary as the Company does not
have the ability to direct the most significant activities of the joint ventures. The Company’s maximum exposure to loss as a result of its investments in the
joint ventures is equal to its carrying value of the investment.

Certain Relationships and Related Party Transactions—Legacy Nogin

Investors’ Rights Agreement

Legacy Nogin was party to the Amended and Restated Investors’ Rights Agreement, dated as of June 2, 2017, which provided, among other things, that
certain holders of its capital stock had the right to demand that Legacy Nogin file a registration statement or request that their shares of Legacy Nogin
capital stock be covered by a registration statement that Legacy Nogin is otherwise filing. This agreement was terminated upon completion of the Business
Combination.

Right of First Refusal

Legacy Nogin was party to the Amended and Restated Right of First Refusal and Co-Sale Agreement, dated as of June 2, 2017 (the “ROFR Agreement”),
which provided, among other things, that Legacy Nogin or its assignees had the right to purchase shares of Legacy Nogin capital stock that stockholders
proposed to sell to other parties. Certain holders of Legacy Nogin capital stock had rights of first refusal and co-sale under the ROFR Agreement. The
ROFR Agreement was terminated upon completion of the Business Combination.

Voting Agreement

Legacy Nogin was a party to the Amended and Restated Voting Agreement, dated as of June 2, 2017, pursuant to which certain holders of its capital stock
agreed to vote their shares of our capital stock on certain matters, including with respect to the election of directors. This agreement was terminated upon
completion of the Business Combination.

Promissory Notes

Legacy Nogin entered into certain promissory notes during the second quarter of 2022 to certain principal owners and members of management of Legacy
Nogin that have been identified as related parties. The promissory notes
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matured on the earlier of one year from issuance or close of the Business Combination and bore per annum interest at the rate of 7.75% plus the greater of
3.50% or the prime rate as published by the Wall Street Journal. In connection with the related party promissory notes, Legacy Nogin issued warrants
(“Promissory Note Warrants”) to purchase up to 8,785 shares of common stock of Legacy Nogin at an exercise price of $0.01 per share. From such related
parties, Legacy Nogin received proceeds of approximately $2.0 million at issuance, of which approximately $0.2 million was allocated to Promissory Note
Warrants. Prior to the closing of the Business Combination, the Promissory Note Warrants converted into a number of shares of Legacy Nogin common
stock in accordance with the applicable warrant agreement. The promissory notes were fully repaid in connection with the closing of the Business
Combination. The following table summarizes purchases of promissory notes and Promissory Note Warrants by related persons in transactions involving
amounts greater than $120,000:
 

Name   

Aggregate
Principal Amount

of Promissory
Notes    

Promissory Note
Warrants    Purchase Price 

Stephen Choi(1)   $ 1,500,000    6,672   $ 1,500,000 
Jonathan S. Huberman(2)   $ 1,250,000    5,560   $ 1,250,000 

 
(1) Stephen Choi was a member of the board of directors of Legacy Nogin.
(2) Jonathan S. Huberman was Chairman, Chief Executive Officer and Chief Financial Officer of SWAG and is Chief Executive Officer, President and

Chairman of the Board of Nogin.

Certain Relationships and Related Party Transactions—SWAG

Founder Shares

On January 2021, the Sponsor purchased 5,750,000 founder shares (48,033 shares of which were forfeited after the underwriters’ partial exercise of its
over-allotment option). The number of founder shares issued was determined based on the expectation that such founder shares would represent 20% of
the outstanding shares upon completion of this offering. If we increase or decrease the size of the offering we will effect a stock dividend or a share
contribution back to capital or other appropriate mechanism, as applicable, with respect to our Class B Common Stock immediately prior to the
consummation of the offering in such amount as to maintain the ownership of our initial stockholders at 20% of the issued and outstanding shares of our
common stock upon the consummation of this offering.

Private Placement Warrants

The Sponsor purchased an aggregate of 9,982,754 private placement warrants for a purchase price of $1.00 per warrant in a private placement that
occurred simultaneously with the closing of the SWAG IPO. As such, the Sponsor’s interest in this transaction is valued at between $9,982,754. Each
private placement warrant entitles the holder thereof to purchase one share of our Class A Common Stock at a price of $11.50 per share. The private
placement warrants (including the Class A Common Stock issuable upon exercise thereof) may not, subject to certain limited exceptions, be transferred,
assigned or sold by the holder.

Administrative Services Agreement

Commencing on July 28, 2021, SWAG agreed to pay an affiliate of our sponsor a total of $15,000 per month for office space, utilities and secretarial and
administrative support. Upon completion of the initial business combination or liquidation, SWAG ceased paying these monthly fees.

Related Party Loans

Prior to the closing of the SWAG IPO, the Sponsor agreed to loan SWAG up to an aggregate of $300,000 to be used for a portion of the expenses of the
SWAG IPO. The note was non-interest bearing and, as amended
 

107



Table of Contents

effective May 28, 2021, payable on the earlier of (i) December 31, 2021 and (ii) the consummation of the SWAG IPO. The outstanding balance under the
note of $174,060 was repaid at the closing of the SWAG IPO on August 2, 2021.

On February 9, 2022, SWAG issued an unsecured promissory note in the principal amount of $300,000 to the Sponsor. On May 31, 2022, SWAG issued
an unsecured promissory note in the principal amount of $100,000 to the Sponsor. The notes were repaid upon consummation of the Business
Combination.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information known to us regarding the beneficial ownership of our common stock as of January 31, 2023 by:
 

 •  each person who is the beneficial owner of more than 5% of the outstanding shares of our common stock;
 

 •  each of our named executive officers and directors; and
 

 •  all of our executive officers and directors as a group.

Beneficial ownership is determined according to the rules of the SEC, which generally provide that a person has beneficial ownership of a security if he,
she or it possesses sole or shared voting or investment power over that security, including options and warrants that are currently exercisable or exercisable
within 60 days. Except as described in the footnotes below and subject to applicable community property laws and similar laws, we believe that each
person listed above has sole voting and investment power with respect to such shares. Unless otherwise noted, the address of each beneficial owner is c/o
Nogin, Inc., 1775 Flight Way STE 400, Tustin, CA 92782.

The beneficial ownership of our common stock is based on 66,694,295 shares of common stock issued and outstanding as of January 31, 2023.
 

Name of Beneficial Owners   

Number of Shares
of Common Stock

Beneficially
Owned    

Percentage of
Outstanding

Common Stock 
5% Stockholders:     

Geoffrey Van Haeren(1)    5,677,993    8.5% 
Iron Gate Branded Online LLC(2)    12,100,447    18.1% 
Jan-Christopher Nugent    11,161,698    16.7% 
Software Acquisition Holdings III, LLC(3)    15,684,721    20.5% 
Stephen Choi(4)    15,398,485    23.1% 

Directors and Named Executive Officers:     
Jonathan S. Huberman(5)    15,911,545    20.7% 
Shahriyar Rahmati    —      —   
Geoffrey Van Haeren(1)    5,677,993    8.5% 
Wilhelmina Fader    —      —   
Eileen Moore Johnson    —      —   
Hussain Baig    —      —   
Andrew Pancer    —      —   

Directors and executive officers as a group (8 individuals)    21,589,538    28.1% 
 
* Less than one percent.
(1) Consists of (a) 5,493,541 shares of common stock held directly by Mr. Van Haeren and (b) 184,452 shares of common stock held by members of

Mr. Van Haeren’s immediate family for which he may be deemed to have beneficial ownership. Mr. Van Haeren disclaims any beneficial ownership
of the shares held by such family members except to the extent of his indirect pecuniary interest in such shares.

(2) Iron Gate Management, LLC, a Colorado limited liability company (“Iron Gate Management”), is the sole Manager of Iron Gate Branded Online
LLC. Ryan Pollock and Doug Fahoury are the managing members of Iron Gate Management and, therefore, may be deemed to have beneficial
ownership of the shares held by Iron Gate Branded Online LLC. The address of Iron Gate Management, LLC, Ryan Pollock and Doug Fahoury is
842 W. South Boulder Rd, Suite 200 Louisville, CO 80027.
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(3) Consists of (a) 5,701,967 shares of common stock and (b) 9,982,754 shares of common stock underlying warrants exercisable within 60 days of
January 16, 2023. Software Acquisition Holdings III, LLC (the “Sponsor”) is the record holder of such securities. The Sponsor is controlled by a
board of managers which consists of Jonathan Huberman, Mike Nikzad and Andrew Nikou. As such, they have voting and investment discretion
with respect to the securities held of record by the Sponsor and may be deemed to have shared beneficial ownership of the securities held directly by
the Sponsor. The address for each of the foregoing is 1980 Festival Plaza Drive, Ste. 300, Las Vegas, Nevada 89135.

(4) The address of Stephen Choi is 300 Meters South Mall Santa Ana, Puerto De Hierro #5, Santa Ana San Jose, CA 10903.
(5) Consists of (a) 5,701,957 shares of common stock held by the Sponsor, (b) 9,982,754 shares of common stock underlying warrants exercisable

within 60 days of January 31, 2023 held by the Sponsor, (c) 172,632 shares of common stock held directly by Mr. Huberman, (d) 10,714 shares of
common stock underlying PIPE warrants exercisable within 60 days of January 31, 2023 and (e) 43,478 shares of common stock underlying
convertible notes exercisable within 60 days of January 31, 2023.

 
110



Table of Contents

DESCRIPTION OF CAPITAL STOCK

General

The following description summarizes some of the terms of our certificate of incorporation and bylaws and the DGCL. This description is summarized
from, and qualified in its entirety by reference to, our certificate of incorporation and bylaws, each of which has been publicly filed with the SEC, as well
as the relevant provisions of the DGCL.

Our purpose is to engage in any lawful act or activity for which corporations may now or hereafter be organized under the DGCL. Our authorized capital
stock consists of 500,000,000 shares of common stock, par value $0.0001 per share, and 50,000,000 shares of preferred stock, par value $0.0001 per share.
No shares of preferred stock are issued or outstanding. Unless our board of directors determines otherwise, we will issue all shares of our capital stock in
uncertificated form.

Common Stock

Holders of shares of our common stock are entitled to one vote for each share held of record on all matters submitted to a vote of stockholders. The holders
of common stock do not have cumulative voting rights in the election of directors.

Upon our liquidation, dissolution or winding up and after payment in full of all amounts required to be paid to creditors and to any future holders of
preferred stock having liquidation preferences, if any, the holders of common stock will be entitled to receive pro rata our remaining assets available for
distribution. Holders of our common stock do not have preemptive, subscription, redemption or conversion rights. There are no redemption provisions or
sinking fund provisions applicable to the common stock. All shares of our common stock that are outstanding are fully paid and non-assessable. The
rights, powers, preferences and privileges of holders of the common stock are subject to those of the holders of any shares of our preferred stock that the
board of directors may authorize and issue in the future.

Preferred Stock

Under the terms of the certificate of incorporation, our board of directors is authorized to direct us to issue shares of preferred stock in one or more series
without stockholder approval. The board of directors has the discretion to determine the rights, powers, preferences, privileges and restrictions, including
voting rights, dividend rights, conversion rights, redemption privileges and liquidation preferences, of each series of preferred stock.

The purpose of authorizing our board of directors to issue preferred stock and determine its rights and preferences is to eliminate delays associated with a
stockholder vote on specific issuances. The issuance of preferred stock, while providing flexibility in connection with possible acquisitions, future
financings and other corporate purposes, could have the effect of making it more difficult for a third party to acquire, or could discourage a third party
from seeking to acquire, a majority of the outstanding voting stock. Additionally, the issuance of preferred stock may adversely affect the holders of
common stock by restricting dividends on the common stock, diluting the voting power of the common stock or subordinating the liquidation rights of the
common stock. As a result of these or other factors, the issuance of preferred stock could have an adverse impact on the market price of the common stock.

Dividends

Declaration and payment of any dividend is subject to the discretion of our board of directors. The time and amount of dividends will be dependent upon,
among other things, our business prospects, results of operations, financial condition, cash requirements and availability, debt repayment obligations,
capital expenditure needs,
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contractual restrictions, covenants in the agreements governing current and future indebtedness, industry trends, the provisions of Delaware law affecting
the payment of dividends and distributions to stockholders and any other factors or considerations our board of directors may regard as relevant.

We currently intend to retain all available funds and any future earnings to fund the development and growth of the business, and therefore we do not
anticipate declaring or paying any cash dividends on common stock in the foreseeable future.

Anti-Takeover Provisions

Our certificate of incorporation and bylaws contain provisions that may delay, defer or discourage another party from acquiring control of us. We expect
that these provisions, which are summarized below, discourage coercive takeover practices or inadequate takeover bids. These provisions are also designed
to encourage persons seeking to acquire control of us to first negotiate with our board of directors, which may result in an improvement of the terms of any
such acquisition in favor of our stockholders. However, they also give our board of directors the power to discourage acquisitions that some stockholders
may favor.

Authorized but Unissued Shares

The authorized but unissued shares of our common stock and preferred stock are available for future issuance without stockholder approval, subject to any
limitations imposed by the listing standards of Nasdaq. These additional shares may be used for a variety of corporate finance transactions, acquisitions
and employee benefit plans. The existence of authorized but unissued and unreserved common stock and preferred stock could make more difficult or
discourage an attempt to obtain control of us by means of a proxy contest, tender offer, merger or otherwise.

Classified Board of Directors

Our certificate of incorporation provides that our board of directors is divided into three classes of directors, with the classes to be as nearly equal in
number as possible, and with each director serving a three-year term. As a result, approximately one-third of our board of directors will be elected each
year. The classification of directors has the effect of making it more difficult for stockholders to change the composition of our board of directors.

Stockholder Action; Special Meetings of Stockholders

Our certificate of incorporation provides that stockholders may not take action by written consent, but may only take action at annual or special meetings
of stockholders. As a result, a holder controlling a majority of our capital stock is not able to amend our bylaws or remove directors without holding a
meeting of stockholders called in accordance with our bylaws. Further, our certificate of incorporation provides that only the chairperson of our board of
directors, a majority of the board of directors, our Chief Executive Officer or our President may call special meetings of stockholders, thus prohibiting a
stockholder from calling a special meeting. These provisions might delay the ability of stockholders to force consideration of a proposal or for stockholders
controlling a majority of our capital stock to take any action, including the removal of directors.

Advance Notice Requirements for Stockholder Proposals and Director Nominations

Our bylaws establish an advance notice procedure for stockholder proposals to be brought before an annual meeting or a special meeting of stockholders.
Generally, in order for any matter to be “properly brought” before a meeting, the matter must be (a) specified in a notice of meeting given by or at the
direction of our board of directors, (b) if not specified in a notice of meeting, otherwise brought before the meeting by the board of directors or the
chairperson of the meeting, or (c) otherwise properly brought before the meeting by a stockholder present in person who (1) was a stockholder both at the
time of giving the notice and at the time of the meeting,
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(2) is entitled to vote at the meeting, and (3) has complied with the advance notice procedures specified in our bylaws or properly made such proposal in
accordance with Rule 14a-8 under the Exchange Act and the rules and regulations thereunder, which proposal has been included in the proxy statement for
the annual meeting. Further, for business to be properly brought before an annual meeting by a stockholder, the stockholder must (a) provide Timely
Notice (as defined below) thereof in writing and in proper form to the secretary and (b) provide any updates or supplements to such notice at the times and
in the forms required by our bylaws. To be timely, a stockholder’s notice must be delivered to, or mailed and received at, our principal executive offices
not less than 90 days nor more than 120 days prior to the one-year anniversary of the preceding year’s annual meeting; provided, however, that if the date
of the annual meeting is more than 30 days before or more than 60 days after such anniversary date, notice by the stockholder to be timely must be so
delivered, or mailed and received, not later than the 90th day prior to such annual meeting or, if later, the 10th day following the day on which public
disclosure of the date of such annual meeting was first made (such notice within such time periods, “Timely Notice”).

Stockholders at an annual meeting or special meeting may only consider proposals or nominations specified in the notice of meeting or brought before the
meeting by or at the direction of our board of directors or by a qualified stockholder of record on the record date for the meeting, who is entitled to vote at
the meeting and who has delivered timely written notice in proper form to our secretary of the stockholder’s intention to bring such business before the
meeting. These provisions could have the effect of delaying stockholder actions that are favored by the holders of a majority of the outstanding voting
securities until the next stockholder meeting.

Amendment of Charter or Bylaws

Our bylaws may be amended or repealed by a majority vote of our board of directors or by the holders of at least sixty-six and two-thirds percent (66
2/3%) of the voting power of all of the then-outstanding shares entitled to vote generally in the election of directors, voting together as a single class. The
affirmative vote of a majority of our board of directors and at least sixty-six and two-thirds percent (66 2/3%) in voting power of the outstanding shares
entitled to vote thereon would be required to amend certain provisions of our certificate of incorporation.

Limitations on Liability and Indemnification of Officers and Directors

Our certificate of incorporation and bylaws provide indemnification and advancement of expenses for our directors and officers to the fullest extent
permitted by the DGCL, subject to certain limited exceptions. We have entered into indemnification agreements with each of our directors and officers. In
some cases, the provisions of those indemnification agreements may be broader than the specific indemnification provisions contained under Delaware
law. In addition, as permitted by Delaware law, our certificate of incorporation and bylaws include provisions that eliminate the personal liability of
directors for monetary damages resulting from breaches of certain fiduciary duties as a director. The effect of this provision is to restrict our rights and the
rights of our stockholders in derivative suits to recover monetary damages against a director for breach of fiduciary duties as a director.

These provisions may be held not to be enforceable for violations of the federal securities laws of the United States.

Transfer Restrictions

Our bylaws provide that holders (the “Lock-Up Holders”) of (a) shares of common stock issued as merger consideration, (b) the Nogin Equity Award
Shares (as defined in our bylaws) and (c) the Nogin Warrant Shares (as defined in our bylaws) are subject to certain restrictions on the transfer of the
Nogin Equity Award Shares, the Nogin Warrant Shares and eighty percent (80%) of the shares of common stock, in each case, held by Lock-Up Holders
(the “Lock-Up Shares”), subject to certain transfers permitted by our bylaws.
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For all Lock-Up Holders other than Jan-Christopher Nugent, Geoffrey Van Haeren and Jay Ku (the “Management Holders”), such restrictions began at
Closing and end on the date that is the earlier of (A) February 26, 2023 and (B) the date on which the Company completes a liquidation, merger, capital
stock exchange or other similar transaction that results in all of the Company’s stockholders having the right to exchange their shares of common stock for
cash, securities or other property. For all Management Holders, such restrictions began at Closing and end on the date that is the earlier of (A) August 26,
2023, (B) the date on which the last reported sale price of common stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock dividends,
reorganizations, recapitalizations and the like) for any 20 trading days within any 30-trading day period commencing at least 150 days after the Business
Combination and (C) the date on which the Company completes a liquidation, merger, capital stock exchange or other similar transaction that results in all
of the Company’s stockholders having the right to exchange their shares of common stock for cash, securities or other property.

In addition, Sponsor and certain legacy stockholders of SWAG are subject to certain restrictions on transfer with respect to shares of common stock owned
prior to the Business Combination. Such restrictions began at Closing and end on the date that is the earliest of (A) August 26, 2023, (B) the date on which
the last reported sale price of the common stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock dividends, reorganizations,
recapitalizations and the like) for any 20 trading days within any 30 trading day period commencing at least 150 days after the Closing Date and (C) the
date on which the Company completes a liquidation, merger, capital stock exchange, reorganization or other similar transaction that results in all of the
Company’s stockholders having the right to exchange their shares of common stock for cash, securities or other property.

Dissenters’ Rights of Appraisal and Payment

Under the DGCL, with certain exceptions, our stockholders have appraisal rights in connection with a merger or consolidation of the Company. Pursuant
to Section 262 of the DGCL, stockholders who properly demand and perfect appraisal rights in connection with such merger or consolidation will have the
right to receive payment of the fair value of their shares as determined by the Delaware Court of Chancery.

Stockholders’ Derivative Actions

Under the DGCL, any of our stockholders may bring an action in the Company’s name to procure a judgment in its favor, also known as a derivative
action, provided that the stockholder bringing the action is a holder of our shares at the time of the transaction to which the action relates.

Forum Selection

Our certificate of incorporation provides that unless we consent in writing to the selection of an alternative forum, the Court of Chancery of the State of
Delaware is, to the fullest extent permitted by applicable law, the sole and exclusive forum for: (i) any derivative action brought by a stockholder on behalf
of the Company, (ii) any claim of breach of a fiduciary duty owed by any of our directors, officers, stockholders or employees, (iii) any claim against us
arising under our certificate of incorporation, bylaws or the DGCL or (iv) any claim against us governed by the internal affairs doctrine. Our certificate of
incorporation designates the federal district courts of the United States as the exclusive forum for the resolution of any complaint asserting a cause of action
arising under the Securities Act.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Continental Stock Transfer & Trust Company.
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Trading Symbols and Market

Our common stock is listed on Nasdaq under the symbol “NOGN,” and our Warrants are listed on Nasdaq under the symbol “NOGNW.”

Warrants

Public Stockholders’ Warrants

Each whole Warrant entitles the registered holder to purchase one share of common stock at a price of $11.50 per share, subject to adjustment as discussed
below, at any time commencing September 25, 2022. However, no Warrants will be exercisable for cash unless we have an effective and current
registration statement covering the shares of common stock issuable upon exercise of the Warrants and a current prospectus relating to such shares of
common stock. Notwithstanding the foregoing, if a registration statement covering the shares of common stock issuable upon exercise of the public
Warrants is not effective within a specified period following the Closing, warrant holders may, until such time as there is an effective registration
statement and during any period when we shall have failed to maintain an effective registration statement, exercise Warrants on a cashless basis pursuant
to the exemption provided by Section 3(a)(9) of the Securities Act, provided that such exemption is available. If that exemption, or another exemption, is
not available, holders will not be able to exercise their Warrants on a cashless basis. In the event of such cashless exercise, each holder would pay the
exercise price by surrendering the Warrants for that number of shares of common stock equal to the quotient obtained by dividing (x) the product of the
number of shares of common stock underlying the Warrants, multiplied by the difference between the exercise price of the Warrants and the “fair market
value” (defined below) by (y) the fair market value. The “fair market value” for this purpose will mean the average reported last sale price of the shares of
common stock for the 10 trading days ending on the third trading day prior to the date on which the notice of exercise is sent to the warrant agent. The
Warrants will expire August 26, 2027 at 5:00 p.m., New York City time, or earlier upon redemption or liquidation.

The Company may call the Warrants for redemption, in whole and not in part, at a price of $0.01 per warrant:
 

 •  at any time after the Warrants become exercisable,
 

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

 
•  if, and only if, the reported last sale price of the shares of common stock equals or exceeds $18.00 per share (as adjusted for stock splits,

stock dividends, reorganizations and recapitalizations), for any 20 trading days within a 30 trading day period commencing at any time after
the Warrants become exercisable and ending on the third business day prior to the notice of redemption to warrant holders; and

 

 •  if, and only if, there is a current registration statement in effect with respect to the shares of common stock underlying such Warrants.

The right to exercise will be forfeited unless the Warrants are exercised prior to the date specified in the notice of redemption. On and after the redemption
date, a record holder of a Warrant will have no further rights except to receive the redemption price for such holder’s Warrant upon surrender of such
Warrant.

The redemption criteria for our Warrants have been established at a price which is intended to provide warrant holders a reasonable premium to the initial
exercise price and provide a sufficient differential between the then-prevailing share price and the Warrant exercise price so that if the share price declines
as a result of our redemption call, the redemption will not cause the share price to drop below the exercise price of the Warrants.

If we call the Warrants for redemption as described above, our management will have the option to require all holders that wish to exercise Warrants to do
so on a “cashless basis.” In such event, each holder would pay the exercise price by surrendering the Warrants for that number of shares of common stock
equal to the quotient
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obtained by dividing (x) the product of the number of shares of common stock underlying the Warrants, multiplied by the difference between the exercise
price of the Warrants and the “fair market value” (defined below) by (y) the fair market value. The “fair market value” for this purpose shall mean the
average reported last sale price of the shares of common stock for the 10 trading days immediately following the date on which the notice of redemption is
sent to the holders of Warrants.

The Warrants were issued in registered form under a warrant agreement between Continental Stock Transfer & Trust Company, as warrant agent, and the
Company. The warrant agreement provides that the terms of the Warrants may be amended without the consent of any holder (i) to cure any ambiguity or
correct any mistake, including to conform the provisions of the warrant agreement to the description of the terms of the warrants and the warrant agreement
set forth in the SWAG IPO prospectus, or to cure, correct or supplement any defective provision, or (ii) to add or change any other provisions with respect
to matters or questions arising under the warrant agreement as the parties to the warrant agreement may deem necessary or desirable and that the parties
deem to not adversely affect the interests of the registered holders of the warrants. The warrant agreement requires the approval, by written consent or vote,
of the holders of at least 50% of the then outstanding public Warrants in order to make any change that adversely affects the interests of the registered
holders.

The exercise price and number of shares of common stock issuable on exercise of the Warrants may be adjusted in certain circumstances including in the
event of a stock dividend, extraordinary dividend or our recapitalization, reorganization, merger or consolidation. However, except as described below, the
Warrants will not be adjusted for issuances of shares of common stock at a price below their respective exercise prices.

The Warrants may be exercised upon surrender of the warrant certificate on or prior to the expiration date at the offices of the warrant agent, with the
exercise form on the reverse side of the warrant certificate completed and executed as indicated, accompanied by full payment of the exercise price, by
certified or official bank check payable to us, for the number of Warrants being exercised. The warrant holders do not have the rights or privileges of
holders of shares of common stock and any voting rights until they exercise their Warrants and receive shares of common stock. After the issuance of
shares of common stock upon exercise of the Warrants, each holder will be entitled to one vote for each share held of record on all matters to be voted on
by stockholders.

Warrant holders may elect to be subject to a restriction on the exercise of their Warrants such that an electing warrant holder would not be able to exercise
their Warrants to the extent that, after giving effect to such exercise, such holder would beneficially own in excess of 9.8% of the shares of common stock
outstanding.

No fractional shares will be issued upon exercise of the Warrants. If, upon exercise of the Warrants, a holder would be entitled to receive a fractional
interest in a share, we will, upon exercise, round up to the nearest whole number the number of shares of common stock to be issued to the warrant holder.

We have agreed that, subject to applicable law, any action, proceeding or claim against us arising out of or relating in any way to the warrant agreement,
including under the Securities Act, will be brought and enforced in the courts of the State of New York or the United States District Court for the Southern
District of New York, and we irrevocably submit to such jurisdiction, which jurisdiction will be the exclusive forum for any such action, proceeding or
claim. This exclusive forum provision shall not apply to suits brought to enforce a duty or liability created by the Exchange Act, any other claim for which
the federal district courts of the United States of America are the sole and exclusive forum.

Private Placement Warrants

The Private Placement Warrants (including the common stock issuable upon exercise of the Private Placement Warrants) will not be transferable,
assignable or salable until September 25, 2022 (except, among other limited exceptions, to our officers and directors and other persons or entities affiliated
with the Sponsor) and they will
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not be redeemable by us. Except as described below, the Private Placement Warrants have terms and provisions that are identical to those of the Public
Warrants, including as to exercise price, exercisability and exercise period.

If holders of the Private Placement Warrants elect to exercise them on a cashless basis, they would pay the exercise price by surrendering their Warrants
for that number of shares of common stock equal to the quotient obtained by dividing (x) the product of the number of shares of common stock underlying
the Warrants multiplied by the excess of the “fair market value” (defined below) over the exercise price of the Warrants by (y) the fair market value. The
“fair market value” means the average reported closing price of the common stock for the 10 trading days ending on the third trading day prior to the date
on which the notice of warrant exercise is sent to the warrant agent.

PIPE Warrants

The PIPE Warrants are not redeemable by us. Except as described below, the PIPE Warrants have terms and provisions that are identical to those of the
Public Warrants, including as to exercise price, exercisability and exercise period.

If holders of the PIPE Warrants elect to exercise them on a cashless basis, they would pay the exercise price by surrendering their Warrants for that
number of shares of common stock equal to the quotient obtained by dividing (x) the product of the number of shares of common stock underlying the
Warrants multiplied by the excess of the “fair market value” (defined below) over the exercise price of the Warrants by (y) the fair market value. The “fair
market value” means the average reported closing price of the common stock for the 10 trading days ending on the third trading day prior to the date on
which the notice of warrant exercise is sent to the warrant agent.

Convertible Notes

On August 26, 2022, immediately prior to Closing, the Company issued $65.5 million aggregate principal amount of Convertible Notes and, as
contemplated by the PIPE Subscription Agreements, the Company, the Note Guarantors and U.S. Bank Trust Company, National Association, as trustee,
entered into an Indenture governing the Convertible Notes. The Convertible Notes were offered in a private placement under the Securities Act, pursuant
to the PIPE Subscription Agreements.

The Convertible Notes will mature on September 1, 2026 (the “Maturity Date”), unless earlier repurchased, redeemed or converted in accordance with their
terms, and will accrue interest at a rate of 7.00% per annum, payable in cash.

The Convertible Notes may be converted at any time (in whole or in part) into shares of common stock, at the option of the holder of such Convertible
Note, based on the applicable conversion rate at such time. The initial conversion price is approximately $11.50 per share of common stock, based on an
initial conversion rate of 86.9565 shares of common stock per $1,000 principal amount of Convertible Notes. For conversions with a conversion date on or
after the first anniversary of the closing of the Transactions and prior to the regular record date immediately preceding the Maturity Date, the conversion
consideration will also include an interest make-whole payment equal to the remaining scheduled payments of interest on the Convertible Note being
converted through the Maturity Date. The Company will be able to elect to make such interest make-whole payment in cash or in common stock, subject to
certain conditions. The conversion rate is subject to adjustments set forth in the Indenture, including conversion rate resets (x) on August 27, 2023,
September 26, 2023 and September 26, 2024 and (y) following the consummation of certain equity and equity-linked offerings by the Company and sales
of certain equity and equity-linked securities by certain stockholders of the Company.

Each holder of a Convertible Note have the right to cause the Company to repurchase for cash all or a portion of the Convertible Notes held by such holder
upon the occurrence of a “Fundamental Change” (as defined in the
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Indenture) at a price equal to (i) on or before September 26, 2023, 100% of the original principal amount of such Convertible Note, and (ii) from and after
September 26, 2023, 100% of the accreted principal amount applicable at such time pursuant to the terms of the Indenture, in each case, plus accrued and
unpaid interest. In the event of a conversion in connection with a Fundamental Change, the Conversion Rate will be adjusted in accordance with the terms
of the Indenture (subject to the converting holder’s ability to instead receive the interest make-whole payment described above, if so elected).

The Indenture includes restrictive covenants that, among other things, require the Company to maintain a minimum level of liquidity on a consolidated
basis and limit the ability of the Company and its subsidiaries to incur indebtedness above certain thresholds or to issue preferred stock, to make certain
restricted payments, to dispose of certain material assets and engage in other asset sales, subject to reinvestment rights, to pay certain advisory fees in
connection to the Transactions and the transactions contemplated by the PIPE Subscription Agreements above a certain threshold, and other customary
covenants with respect to the collateral securing the obligations created by the Convertible Notes and the Indenture, including the entry into security
documents (in each case, subject to certain exceptions set forth in the Indenture); provided that the covenants with respect to (i) the making of restricted
payments, (ii) the incurrence of indebtedness, (iii) the disposition of certain material assets and asset sales, (iv) liquidity, (v) the payment of advisory fees
and (vi) the collateral securing the obligations created by the Convertible Notes and the Indenture shall terminate once less than 15% of the aggregate
principal amount of the Convertible Notes are outstanding. The liquidity covenant would terminate if the Company achieves $175 million in consolidated
revenue in the preceding four fiscal quarters.

Certain of the Company’s subsidiaries will serve as Notes Guarantors that jointly and severally, fully and unconditionally guarantee the obligations under
the Convertible Notes and the Indenture. The Indenture also requires certain future subsidiaries of the Company, if any, to become Notes Guarantors. This
covenant will terminate once less than 15% of the aggregate principal amount of the Convertible Notes are outstanding.

The Indenture also includes customary events of default and related provisions for potential acceleration of the Convertible Notes.
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SECURITIES ACT RESTRICTIONS ON RESALE OF OUR SECURITIES

Pursuant to Rule 144 under the Securities Act (“Rule 144”), a person who has beneficially owned restricted shares of our common stock or Warrants for at
least six months would be entitled to sell their securities provided that (i) such person is not deemed to have been an affiliate of Nogin at the time of, or at
any time during the three months preceding, a sale and (ii) Nogin is subject to the Exchange Act periodic reporting requirements for at least three months
before the sale and have filed all required reports under Section 13 or 15(d) of the Exchange Act during the 12 months (or such shorter period as Nogin was
required to file reports) preceding the sale.

Persons who have beneficially owned restricted shares of common stock or Warrants for at least six months but who are affiliates of Nogin at the time of,
or at any time during the three months preceding, a sale, would be subject to additional restrictions, by which such person would be entitled to sell within
any three-month period only a number of securities that does not exceed the greater of:
 

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

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

Sales by affiliates of Nogin under Rule 144 are also limited by manner of sale provisions and notice requirements and to the availability of current public
information about Nogin.

Restrictions on the Use of Rule 144 by Shell Companies or Former Shell Companies

Rule 144 is not available for the resale of securities initially issued by shell companies (other than business combination related shell companies) or
issuers that have been at any time previously a shell company. However, Rule 144 also includes an important exception to this prohibition if the following
conditions are met:
 

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

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

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

 

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

As a result of the consummation of the Business Combination, we are no longer a shell company, and so, once the conditions set forth in the exceptions
listed above are satisfied, Rule 144 will become available for the resale of the above noted restricted securities.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS

The following discussion is a summary of the material U.S. federal income tax consequences to Non-U.S. Holders (as defined below) of the purchase,
ownership, and disposition of our common stock issued pursuant to this offering, but does not purport to be a complete analysis of all potential tax effects.
The effects of other U.S. federal tax laws, such as estate and gift tax laws, and any applicable state, local, or non-U.S. tax laws are not discussed. This
discussion is based on the U.S. Internal Revenue Code of 1986, as amended (the “Code”), Treasury Regulations promulgated thereunder, judicial
decisions, and published rulings and administrative pronouncements of the U.S. Internal Revenue Service (the “IRS”), in each case in effect as of the date
hereof. These authorities may change or be subject to differing interpretations. Any such change or differing interpretation may be applied retroactively in
a manner that could adversely affect a Non-U.S. Holder. We have not sought and will not seek any rulings from the IRS regarding the matters discussed
below. There can be no assurance the IRS or a court will not take a contrary position to that discussed below regarding the tax consequences of the
purchase, ownership, and disposition of our common stock.

This discussion is limited to Non-U.S. Holders that hold our common stock as a “capital asset” within the meaning of Section 1221 of the Code (generally,
property held for investment). This discussion does not address all U.S. federal income tax consequences relevant to a Non-U.S. Holder’s particular
circumstances, including the impact of the Medicare contribution tax on net investment income and the alternative minimum tax. In addition, it does not
address consequences relevant to Non-U.S. Holders subject to special rules, including, without limitation:
 

 •  U.S. expatriates and former citizens or long-term residents of the United States;
 

 •  persons holding our common stock as part of a hedge, straddle, or other risk reduction strategy or as part of a conversion transaction or other
integrated investment;

 

 •  banks, insurance companies, and other financial institutions;
 

 •  brokers, dealers or traders in securities;
 

 •  “controlled foreign corporations,” “passive foreign investment companies,” and corporations that accumulate earnings to avoid U.S. federal
income tax;

 

 •  partnerships or other entities or arrangements treated as partnerships for U.S. federal income tax purposes (and investors therein);
 

 •  tax-exempt organizations or governmental organizations;
 

 •  persons deemed to sell our common stock under the constructive sale provisions of the Code;
 

 •  persons who hold or receive our common stock pursuant to the exercise of any employee stock option or otherwise as compensation;
 

 •  tax-qualified retirement plans; and
 

 •  “qualified foreign pension funds” as defined in Section 897(l)(2) of the Code and entities all of the interests of which are held by qualified
foreign pension funds.

If an entity treated as a partnership for U.S. federal income tax purposes holds our common stock, the tax treatment of a partner in the partnership will
depend on the status of the partner, the activities of the partnership, and certain determinations made at the partner level. Accordingly, partnerships holding
our common stock and the partners in such partnerships should consult their tax advisors regarding the U.S. federal income tax consequences to them.

THIS DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT TAX ADVICE. INVESTORS SHOULD CONSULT THEIR
TAX ADVISORS WITH RESPECT TO THE
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APPLICATION OF THE U.S. FEDERAL INCOME TAX LAWS TO THEIR PARTICULAR SITUATIONS AS WELL AS ANY TAX
CONSEQUENCES OF THE PURCHASE, OWNERSHIP, AND DISPOSITION OF OUR COMMON STOCK ARISING UNDER THE U.S.
FEDERAL ESTATE OR GIFT TAX LAWS OR UNDER THE LAWS OF ANY STATE, LOCAL, OR NON-U.S. TAXING JURISDICTION OR
UNDER ANY APPLICABLE INCOME TAX TREATY.

Definition of a Non-U.S. Holder

For purposes of this discussion, a “Non-U.S. Holder” is any beneficial owner of our common stock that is neither a “U.S. person” nor an entity treated as a
partnership for U.S. federal income tax purposes. A U.S. person is any person that, for U.S. federal income tax purposes, is or is treated as any of the
following:
 

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

 •  a corporation created or organized under the laws of the United States, any state thereof, or the District of Columbia;
 

 •  an estate, the income of which is subject to U.S. federal income tax regardless of its source; or
 

 
•  a trust that (1) is subject to the primary supervision of a U.S. court and the control of one or more “United States persons” (within the

meaning of Section 7701(a)(30) of the Code), or (2) has a valid election in effect to be treated as a United States person for U.S. federal
income tax purposes.

Distributions

As described in the section entitled “Dividend Policy,” we do not anticipate declaring or paying dividends to holders of our common stock in the
foreseeable future. However, if we do make distributions of cash or property on our common stock, such distributions will constitute dividends for U.S.
federal income tax purposes to the extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income tax
principles. Amounts not treated as dividends for U.S. federal income tax purposes will constitute a return of capital and first be applied against and reduce
a Non-U.S. Holder’s adjusted tax basis in its common stock, but not below zero. Any excess will be treated as capital gain and will be treated as described
below under “—Sale or Other Taxable Disposition.”

Subject to the discussion below on effectively connected income, dividends paid to a Non-U.S. Holder will be subject to U.S. federal withholding tax at a
rate of 30% of the gross amount of the dividends (or such lower rate specified by an applicable income tax treaty, provided the Non-U.S. Holder furnishes
a valid IRS Form W-8BEN or W-8BEN-E (or other applicable documentation) certifying qualification for the lower treaty rate). A Non-U.S. Holder that
does not timely furnish the required documentation, but that qualifies for a reduced treaty rate, may obtain a refund of any excess amounts withheld by
timely filing an appropriate claim for refund with the IRS. Non-U.S. Holders should consult their tax advisors regarding their entitlement to benefits under
any applicable income tax treaty.

If dividends paid to a Non-U.S. Holder are effectively connected with the Non-U.S. Holder’s conduct of a trade or business within the United States (and,
if required by an applicable income tax treaty, the Non-U.S. Holder maintains a permanent establishment in the United States to which such dividends are
attributable), the Non-U.S. Holder will be exempt from the U.S. federal withholding tax described above. To claim the exemption, the Non-U.S. Holder
must furnish to the applicable withholding agent a valid IRS Form W-8ECI, certifying that the dividends are effectively connected with the Non-U.S.
Holder’s conduct of a trade or business within the United States.

Any such effectively connected dividends will be subject to U.S. federal income tax on a net income basis at the regular rates. A Non-U.S. Holder that is a
corporation also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an applicable income tax treaty) on such
effectively connected dividends, as adjusted for certain items. Non-U.S. Holders should consult their tax advisors regarding any applicable tax treaties that
may provide for different rules.
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Sale or Other Taxable Disposition

A Non-U.S. Holder will not be subject to U.S. federal income tax on any gain realized upon the sale or other taxable disposition of our common stock
unless:
 

 
•  the gain is effectively connected with the Non-U.S. Holder’s conduct of a trade or business within the United States (and, if required by an

applicable income tax treaty, the Non-U.S. Holder maintains a permanent establishment in the United States to which such gain is
attributable);

 

 •  the Non-U.S. Holder is a nonresident alien individual present in the United States for 183 days or more during the taxable year of the
disposition and certain other requirements are met; or

 

 •  our common stock constitutes a U.S. real property interest (“USRPI”) by reason of our status as a U.S. real property holding corporation
(“USRPHC”) for U.S. federal income tax purposes.

Gain described in the first bullet point above generally will be subject to U.S. federal income tax on a net income basis at the regular rates. A Non-U.S.
Holder that is a corporation also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an applicable income tax treaty) on
such effectively connected gain, as adjusted for certain items.

A Non-U.S. Holder described in the second bullet point above will be subject to U.S. federal income tax at a rate of 30% (or such lower rate specified by
an applicable income tax treaty) on gain realized upon the sale or other taxable disposition of our common stock, which may be offset by U.S. source
capital losses of the Non-U.S. Holder (even though the individual is not considered a resident of the United States), provided the Non-U.S. Holder has
timely filed U.S. federal income tax returns with respect to such losses.

With respect to the third bullet point above, we believe we currently are not, and do not anticipate becoming, a USRPHC. Because the determination of
whether we are a USRPHC depends, however, on the fair market value of our USRPIs relative to the fair market value of our non-U.S. real property
interests and our other business assets, there can be no assurance we currently are not a USRPHC or will not become one in the future. Even if we are or
were to become a USRPHC, gain arising from the sale or other taxable disposition of our common stock by a Non-U.S. Holder will not be subject to U.S.
federal income tax if our common stock is “regularly traded,” as defined by applicable Treasury Regulations, on an established securities market and such
Non-U.S. Holder owned, actually and constructively, 5% or less of our common stock throughout the shorter of the five-year period ending on the date of
the sale or other taxable disposition or the Non-U.S. Holder’s holding period.

Non-U.S. Holders should consult their tax advisors regarding potentially applicable income tax treaties that may provide for different rules.

Information Reporting and Backup Withholding

Payments of dividends on our common stock will not be subject to backup withholding, provided the applicable withholding agent does not have actual
knowledge or reason to know the holder is a United States person and the holder either certifies its non-U.S. status, such as by furnishing a valid IRS Form
W-8BEN, W-8BEN-E, or W-8ECI, or otherwise establishes an exemption. However, information returns are required to be filed with the IRS in
connection with any distributions on our common stock paid to the Non-U.S. Holder, regardless of whether such distributions constitute dividends or
whether any tax was actually withheld. In addition, proceeds of the sale or other taxable disposition of our common stock within the United States or
conducted through certain U.S.-related brokers generally will not be subject to backup withholding or information reporting if the applicable withholding
agent receives the certification described above and does not have actual knowledge or reason to know that such holder is a United States person or the
holder otherwise establishes an exemption. Proceeds of a disposition of our common stock conducted through a non-U.S. office of a non-U.S. broker
generally will not be subject to backup withholding or information reporting.
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Copies of information returns that are filed with the IRS may also be made available under the provisions of an applicable treaty or agreement to the tax
authorities of the country in which the Non-U.S. Holder resides or is established.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against a
Non-U.S. Holder’s U.S. federal income tax liability, provided the required information is timely furnished to the IRS.

Additional Withholding Tax on Payments Made to Foreign Accounts

Withholding taxes may be imposed under Sections 1471 to 1474 of the Code (such Sections commonly referred to as the Foreign Account Tax Compliance
Act, or “FATCA”) on certain types of payments made to non-U.S. financial institutions and certain other non-U.S. entities. Specifically, a 30%
withholding tax may be imposed on dividends on, or (subject to the proposed Treasury Regulations discussed below) gross proceeds from the sale or other
disposition of, our common stock paid to a “foreign financial institution” or a “non-financial foreign entity” (each as defined in the Code), unless (1) the
foreign financial institution undertakes certain diligence and reporting obligations, (2) the non-financial foreign entity either certifies it does not have any
“substantial United States owners” (as defined in the Code) or furnishes identifying information regarding each substantial United States owner, or (3) the
foreign financial institution or non-financial foreign entity otherwise qualifies for an exemption from these rules. If the payee is a foreign financial
institution and is subject to the diligence and reporting requirements in (1) above, it must enter into an agreement with the U.S. Department of the Treasury
requiring, among other things, that it undertake to identify accounts held by certain “specified United States persons” or “United States owned foreign
entities” (each as defined in the Code), annually report certain information about such accounts, and withhold 30% on certain payments to non-compliant
foreign financial institutions and certain other account holders. Foreign financial institutions located in jurisdictions that have an intergovernmental
agreement with the United States governing FATCA may be subject to different rules.

Under the applicable Treasury Regulations and administrative guidance, withholding under FATCA generally applies to payments of dividends on our
common stock. While withholding under FATCA would have applied also to payments of gross proceeds from the sale or other disposition of stock on or
after January 1, 2019, proposed Treasury Regulations eliminate FATCA withholding on payments of gross proceeds entirely. Taxpayers generally may
rely on these proposed Treasury Regulations until final Treasury Regulations are issued.

Prospective investors should consult their tax advisors regarding the potential application of withholding under FATCA to their investment in our common
stock.
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UNDERWRITING

B. Riley Securities, Inc. (“B. Riley”) is acting as book-running manager and representative of each of the underwriters named below. Subject to the terms
and conditions set forth in an underwriting agreement among us and the underwriters dated             , 2023 (the “Underwriting Agreement”), we have
agreed to sell to the underwriters, and each of the underwriters has agreed, severally and not jointly, to purchase from us, the shares of common stock set
forth opposite its name below.
 

Underwriter   
Number
of shares  

B. Riley Securities, Inc.                     
  

  
Total   

  

Pursuant to the Underwriting Agreement, the underwriters have agreed, severally and not jointly, to purchase all of the shares of common stock sold under
the Underwriting Agreement. These conditions include, among others, the continued accuracy of representations and warranties made by us in the
Underwriting Agreement, delivery of legal opinions and the absence of any material changes in our assets, business or prospects after the date of this
prospectus.

We expect to deliver the shares of common stock against payment for such shares on or about             , 2023, which will be the second business day
following the date of the pricing of the shares of common stock.

Option to Purchase Additional Shares

We have granted to the underwriters the option to purchase up to an additional $            of common stock at the public offering price, less the underwriting
discounts (the “Option”). If any shares of common stock are purchased pursuant to the Option, the underwriters will, severally but not jointly, purchase the
shares of common stock in approximately the same proportions as set forth in the above table. A purchaser who acquires any shares of common stock
forming part of the underwriters’ Option acquires such shares of common stock under this prospectus, regardless of whether the position is ultimately
filled through the exercise of the Option or secondary market purchases.

Discounts and Expenses

B. Riley has advised us that the underwriters propose initially to offer the shares to the public at the public offering price set forth on the cover page of this
prospectus and to securities dealers at the public offering price less a concession not in excess of $                per share. The shares of common stock are
offered by the underwriters as stated in this prospectus, subject to receipt and acceptance and subject to their right to reject any order in whole or in part. If
all the shares are not sold at the public offering price, the underwriters may change the offering price and selling terms.

The following table shows the per share and total public offering price, underwriting discount and proceeds before expenses to us. The amounts are shown
assuming both no exercise and full exercise of the underwriters’ option to purchase up to                  additional shares of our common stock.
 

   Per Share    No Exercise    Full Exercise  
Public offering price   $                     $                     $                   

      

Underwriting discounts and commissions       
      

Proceeds to us, before expenses   $     $     $   
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We have also agreed to reimburse the underwriters for their reasonable out-of-pocket expenses, including attorneys’ fees in an amount up to $                    .
We estimate that the total expenses of this offering, including registration, filing and listing fees, printing fees, legal and accounting expenses and
underwriter reimbursements, will be approximately $                    .

Listing

Shares of our common stock are listed on Nasdaq.

Price Stabilization, Short Positions

Until the distribution of the shares of common stock is completed, SEC rules may limit underwriters and selling group members from bidding for and
purchasing our shares of common stock. However, the representative may engage in transactions that have the effect of stabilizing the price of the shares
of common stock, such as purchases and other activities that peg, fix or maintain that price.

In connection with this offering, the underwriters may bid for or purchase and sell our shares of common stock in the open market. These transactions may
include short sales and purchases on the open market to cover positions created by short sales. Short sales involve the sale by the underwriters of a greater
number of our shares of common stock than they are required to purchase in this offering. “Covered” short sales are sales made in an amount not greater
than the underwriters’ option to purchase additional shares of common stock in this offering. The underwriters may close out any covered short position by
either exercising their option to purchase additional shares of common stock or purchasing shares of common stock in the open market. In determining the
source of shares of common stock to close out the covered short position, the underwriters will consider, among other things, the price of shares of
common stock available for purchase in the open market as compared to the price at which they may purchase additional shares of common stock pursuant
to the option granted to them.

Similar to other purchase transactions, the underwriters’ purchases to cover the syndicate short sales and other activities may have the effect of raising or
maintaining the market price of the shares of common stock or preventing or retarding a decline in the market price of the shares of common stock. As a
result, the price of the shares of common stock may be higher than the price that might otherwise exist in the open market. If these activities are
commenced, they may be discontinued at any time. The underwriters may conduct these transactions on Nasdaq, in the over-the-counter market, or
otherwise.

The underwriters also may impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portion of the underwriting
discount received by it because the representative has repurchased shares of common stock sold by or for the account of such underwriter in stabilizing or
short covering transactions.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions described
above may have on the price of our shares of common stock. In addition, neither we nor any of the underwriters make any representation that the
representative will engage in these transactions or that these transactions, once commenced, will not be discontinued without notice.

Indemnification

We have agreed to indemnify the underwriters and certain of their controlling persons against certain liabilities, including liabilities under the Securities
Act and liabilities arising from breaches of representations and warranties contained in the underwriting agreement, or to contribute to payments that the
underwriters may be required to make in respect of those liabilities.
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Lock-Up Agreements

We, our executive officers and directors, and certain of our stockholders have agreed, subject to limited exceptions, for a period of              days after the
date of this prospectus, not to offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any
option, right or warrant to purchase, lend, or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock or any securities
convertible into or exchangeable or exercisable for shares of our common stock.

Electronic Offer, Sale and Distribution of Shares

A prospectus in electronic format may be made available on the websites maintained by one or more of the underwriters participating in this offering and
one or more of underwriters participating in this offering may distribute prospectuses electronically. The representative may agree to allocate a number of
shares to underwriters for sale to their online brokerage account holders. Internet distributions will be allocated by the underwriters that will make internet
distributions on the same basis as other allocations. Other than the prospectus in electronic format, the information on these websites is not part of this
prospectus, has not been approved or endorsed by us or any underwriter in its capacity as underwriter, and should not be relied upon by investors.

Sales Outside the United States

No action has been taken in any jurisdiction (except in the United States) that would permit a public offering of our common stock, or the possession,
circulation or distribution of this prospectus or any other material relating to us or our common stock in any jurisdiction where action for that purpose is
required. Accordingly, the shares of common stock may not be offered or sold, directly or indirectly, and neither this prospectus nor any other offering
material or advertisements in connection with our common stock may be distributed or published, in or from any country or jurisdiction, except in
compliance with any applicable rules and regulations of any such country or jurisdiction.

The underwriters may arrange to sell the common stock offered hereby in certain jurisdictions outside the United States, either directly or through
affiliates, where it is permitted to do so.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Regulation (each, a “Relevant Member State”) an
offer to the public of shares of our common stock may not be made in that Relevant Member State, except that an offer to the public in that Relevant
Member State of shares of our common stock may be made at any time under the following exemptions under the Prospectus Regulation:
 

(a) to any legal entity which is a qualified investor as defined in the Prospectus Regulation;
 

(b) to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Regulation), subject to obtaining the prior
consent of the representative for any such offer; or

 

(c) in any other circumstances falling within Article 1(4) or Article 3(2) of the Prospectus Regulation,

provided that no such offer of shares of our common stock shall result in a requirement for the publication by us or any underwriter of a prospectus
pursuant to Article 3 of the Prospectus Regulation.

For the purposes of this provision, the expression an “offer to the public” in relation to any securities in any Member State means the communication in
any form and by any means of sufficient information on the terms of the offer and any securities to be offered so as to enable an investor to decide to
purchase, or subscribe for, any securities and the expression “Prospectus Regulation” means Regulation (EU) 2017/1129.
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This European Economic Area selling restriction is in addition to any other selling restrictions set out below.

United Kingdom

In the United Kingdom, this prospectus is only addressed to and directed as qualified investors who are (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the Order); or (ii) high net worth entities and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as
“relevant persons”). Any investment or investment activity to which this prospectus relates is available only to relevant persons and will only be engaged
with relevant persons. Any person who is not a relevant person should not act or relay on this prospectus or any of its contents.

Hong Kong

The shares may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances which do not constitute an offer to the
public within the meaning of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) (“Companies
(Winding Up and Miscellaneous Provisions) Ordinance”) or which do not constitute an invitation to the public within the meaning of the Securities and
Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“Securities and Futures Ordinance”), or (ii) to “professional investors” as defined in the
Securities and Futures Ordinance and any rules made thereunder, or (iii) in other circumstances which do not result in the document being a “prospectus”
as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance, and no advertisement, invitation or document relating to the shares
may be issued or may be in the possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at,
or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws of Hong
Kong) other than with respect to shares which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors”
in Hong Kong as defined in the Securities and Futures Ordinance and any rules made thereunder.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other document
or material in connection with the offer or sale, or invitation for subscription or purchase, of the shares may not be circulated or distributed, nor may the
shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other
than (i) to an institutional investor (as defined under Section 4A of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”)) under
Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section 275(1) of the SFA, or any person pursuant to
Section 275(1A) of the SFA, and in accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA, in each case subject to conditions set forth in the SFA. In the event that you are not an
investor falling within any of the categories set out above, please return this document immediately. You may not forward or circulate this
document to any other person in Singapore.

Where the shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is a corporation (which is not an accredited
investor (as defined in Section 4A of the SFA)) the sole business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor, the securities (as defined in Section 239(1) of the SFA) of that corporation shall not be
transferable for 6 months after that corporation has acquired the shares under Section 275 of the SFA except: (1) to an institutional investor under
Section 274 of the SFA or to a relevant person (as defined in Section 275(2) of the SFA), (2) where such transfer arises from an offer in that corporation’s
securities pursuant to Section 275(1A) of the SFA, (3) where no consideration is or will be given for the transfer, (4) where the
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transfer is by operation of law, (5) as specified in Section 276(7) of the SFA, or (6) as specified in Regulation 32 of the Securities and Futures (Offers of
Investments) (Shares and Debentures) Regulations 2005 of Singapore (“Regulation 32”).

Where the shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is a trust (where the trustee is not an accredited
investor (as defined in Section 4A of the SFA)) whose sole purpose is to hold investments and each beneficiary of the trust is an accredited investor, the
beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferable for 6 months after that trust has acquired the shares under
Section 275 of the SFA except: (1) to an institutional investor under Section 274 of the SFA or to a relevant person (as defined in Section 275(2) of the
SFA), (2) where such transfer arises from an offer that is made on terms that such rights or interests are acquired at a consideration of not less than
S$200,000 (or its equivalent in a foreign currency) for each transaction (whether such amount is to be paid for in cash or by exchange of securities or other
assets), (3) where no consideration is or will be given for the transfer, (4) where the transfer is by operation of law, (5) as specified in Section 276(7) of the
SFA, or (6) as specified in Regulation 32.

Japan

The securities have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948, as amended), or
the FIEA. The securities may not be offered or sold, directly or indirectly, in Japan or to or for the benefit of any resident of Japan (including any person
resident in Japan or any corporation or other entity organized under the laws of Japan) or to others for reoffering or resale, directly or indirectly, in Japan or
to or for the benefit of any resident of Japan, except pursuant to an exemption from the registration requirements of the FIEA and otherwise in compliance
with any relevant laws and regulations of Japan.

For Qualified Institutional Investors (“QII”)

Please note that the solicitation for newly-issued or secondary securities (each as described in Paragraph 2, Article 4 of the FIEL) in relation to the shares
of our common stock constitutes either a “QII only private placement” or a “QII only secondary distribution” (each as described in Paragraph 1,
Article 23-13 of the FIEA). Disclosure regarding any such solicitation, as is otherwise prescribed in Paragraph 1, Article 4 of the FIEA, has not been made
in relation to the shares of our common stock. The shares of our common stock may only be transferred to QIIs.

For Non-QII Investors

Please note that the solicitation for newly-issued or secondary securities (each as described in Paragraph 2, Article 4 of the FIEA) in relation to the shares
of our common stock constitutes either a “small number private placement” or a “small number private secondary distribution” (each as is described in
Paragraph 4, Article 23-13 of the FIEA). Disclosure regarding any such solicitation, as is otherwise prescribed in Paragraph 1, Article 4 of the FIEA, has
not been made in relation to the shares of our common stock. The shares of our common stock may only be transferred en bloc without subdivision to a
single investor.

Canada

The securities may be sold in Canada only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as defined in
National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National
Instrument 31-103 Registration Requirements, Exemptions, and Ongoing Registrant Obligations. Any resale of the securities must be made in accordance
with an exemption form, or in a transaction not subject to, the prospectus requirements of applicable securities laws.
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Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this offering
memorandum (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised by the
purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable
provisions of the securities legislation of the purchaser’s province or territory of these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the underwriter is not required to comply with the disclosure
requirements of NI 33-105 regarding underwriter conflicts of interest in connection with this offering.

Australia

No placement document, prospectus, product disclosure statement or other disclosure document has been lodged with the Australian Securities and
Investments Commission (“ASIC”), in relation to the offering. This prospectus does not constitute a prospectus, product disclosure statement or other
disclosure document under the Corporations Act 2001 (the “Corporations Act”), and does not purport to include the information required for a prospectus,
product disclosure statement or other disclosure document under the Corporations Act.

Any offer in Australia of the shares may only be made to persons (the “Exempt Investors”) who are “sophisticated investors” (within the meaning of
section 708(8) of the Corporations Act), “professional investors” (within the meaning of section 708(11) of the Corporations Act) or otherwise pursuant to
one or more exemptions contained in section 708 of the Corporations Act so that it is lawful to offer the shares without disclosure to investors under
Chapter 6D of the Corporations Act.

The shares applied for by Exempt Investors in Australia must not be offered for sale in Australia in the period of 12 months after the date of allotment
under the offering, except in circumstances where disclosure to investors under Chapter 6D of the Corporations Act would not be required pursuant to an
exemption under section 708 of the Corporations Act or otherwise or where the offer is pursuant to a disclosure document which complies with
Chapter 6D of the Corporations Act. Any person acquiring shares must observe such Australian on-sale restrictions.

This prospectus contains general information only and does not take account of the investment objectives, financial situation or particular needs of any
particular person. It does not contain any securities recommendations or financial product advice. Before making an investment decision, investors need to
consider whether the information in this prospectus is appropriate to their needs, objectives and circumstances, and, if necessary, seek expert advice on
those matters.

Switzerland

The shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (“SIX”) or on any other stock exchange or
regulated trading facility in Switzerland. This document has been prepared without regard to the disclosure standards for issuance prospectuses under
art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the
listing rules of any other stock exchange or regulated trading facility in Switzerland. Neither this document nor any other offering or marketing material
relating to the shares or the offering may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the Company, or the shares have been or will be filed with or
approved by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of shares will not be supervised by, the Swiss
Financial Market Supervisory Authority FINMA (FINMA), and the offer of shares has not been and will not be authorized under the Swiss Federal Act on
Collective Investment Schemes (“CISA”). The investor protection afforded to acquirers of interests in collective investment schemes under the CISA does
not extend to acquirers of shares.
 

129



Table of Contents

Israel

This document does not constitute a prospectus under the Israeli Securities Law, 5728-1968, or the Securities Law, and has not been filed with or
approved by the Israel Securities Authority. In the State of Israel, this document is being distributed only to, and is directed only at, and any offer of the
securities hereunder is directed only at, (i) a limited number of persons in accordance with the Securities Law and (ii) investors listed in the first addendum,
or the Addendum, to the Securities Law, consisting primarily of joint investment in trust funds, provident funds, insurance companies, banks, portfolio
managers, investment advisors, members of the Tel Aviv Stock Exchange, underwriters, venture capital funds, entities with equity in excess of NIS
50 million and “qualified individuals,” each as defined in the Addendum (as it may be amended from time to time), collectively referred to as qualified
investors (in each case purchasing for their own account or, where permitted under the Addendum, for the accounts of their clients who are investors listed
in the Addendum). Qualified investors will be required to submit written confirmation that they fall within the scope of the Addendum, are aware of the
meaning of same and agree to it.

Dubai International Financial Centre

This prospectus relates to an Exempt Offer in accordance with the Offered Securities Rules of the Dubai Financial Services Authority (“DFSA”). This
prospectus is intended for distribution only to persons of a type specified in the Offered Securities Rules of the DFSA. It must not be delivered to, or relied
on by, any other person. The DFSA has no responsibility for reviewing or verifying any documents in connection with Exempt Offers. The DFSA has not
approved this prospectus nor taken steps to verify the information set forth herein and has no responsibility for the prospectus. The shares to which this
prospectus relates may be illiquid and/or subject to restrictions on their resale. Prospective purchasers of the shares offered should conduct their own due
diligence on the shares. If you do not understand the contents of this prospectus you should consult an authorized financial advisor.
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LEGAL MATTERS

The validity of the shares of common stock offered hereby will be passed upon for us by Latham & Watkins LLP, Houston, Texas. The underwriters have
been represented by Duane Morris LLP, New York, New York.

EXPERTS

The audited financial statements included in this prospectus and elsewhere in the registration statement have been so included in reliance upon the report of
Grant Thornton LLP, independent registered public accountants, upon the authority of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to the shares of common stock offered by this
prospectus. This prospectus, which constitutes a part of the registration statement, does not contain all of the information set forth in the registration
statement, some of which is contained in exhibits to the registration statement as permitted by the rules and regulations of the SEC. For further information
with respect to us and our common stock, we refer you to the registration statement, including the exhibits filed as a part of the registration statement.
Statements contained in this prospectus concerning the contents of any contract or any other document are not necessarily complete. If a contract or
document has been filed as an exhibit to the registration statement, please see the copy of the contract or document that has been filed. Each statement in
this prospectus relating to a contract or document filed as an exhibit is qualified by the filed exhibit. The SEC also maintains an Internet website that
contains reports, proxy statements and other information about issuers, like us, that file electronically with the SEC. The address of that website is
www.sec.gov.

We are subject to the information and reporting requirements of the Exchange Act and, in accordance with this law, we are required to file periodic reports,
proxy statements, and other information with the SEC. These periodic reports, proxy statements, and other information are available for inspection and
copying at the website of the SEC referred to above. All of these documents are available free of charge on our website, www.nogin.com, and will be
provided free of charge to any shareholders requesting a copy by writing to: General Counsel, c/o Nogin, Inc., 1775 Flight Way STE 400, Tustin, CA
92782, Telephone: (949) 222-0209. We use our website as a channel for routine distribution of important information, including news releases, analyst
presentations, and financial information. In addition, our website allows investors and other interested persons to sign up to automatically receive e-mail
alerts when we post news releases and financial information on our website. The information contained on, or accessible from, our website or in any other
report or document we file with or furnish to the SEC is intended to be inactive textual references only, and is not incorporated by reference into this
prospectus.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Nogin, Inc.

Opinion on the financial statements

We have audited the accompanying consolidated balance sheets of Nogin, Inc. (the “Company”) as of December 31, 2021 and 2020, the related
consolidated statements of operations, convertible redeemable preferred stock and stockholders’ deficit, and cash flows for each of the three years in the
period ended December 31, 2021, and the related notes (collectively referred to as the “financial statements”). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2021 and 2020, and the results of its operations
and its cash flows for each of the three years in the period ended December 31, 2021, in conformity with accounting principles generally accepted in the
United States of America.

Basis for opinion

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

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

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

/s/ GRANT THORNTON LLP

We have served as the Company’s auditor since 2021.

Newport Beach, California
February 14, 2023
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Nogin, Inc.
Consolidated Balance Sheets

(In thousands, except share and per share data)
 
   December 31, 2021  December 31, 2020 
ASSETS    
Current assets:    
Cash   $ 1,071  $ 16,168 
Accounts receivable, net    1,977   4,027 
Related party receivables    5,356   —   
Inventory    22,777   137 
Prepaid expenses and other current assets    2,915   1,024 

  

Total current assets    34,096   21,356 
  

Restricted cash    3,500   —   
Property and equipment, net    1,789   1,656 
Intangible assets, net    1,112   412 
Investment in unconsolidated affiliates    13,570   —   
Other non-current asset    664   417 

  

Total assets   $ 54,731  $ 23,841 
  

LIABILITIES, CONVERTIBLE REDEEMABLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT    

Current liabilities:    
Accounts payable   $ 16,098  $ 6,318 
Due to clients    5,151   13,348 
Accrued expenses and other liabilities    14,018   3,764 

  

Total current liabilities    35,267   23,430 
  

Paycheck Protection Program loan payable    —     2,266 
Line of credit    348   —   
Long-term note payable, net    19,249   —   
Deferred tax liabilities    1,174   —   
Other long-term liabilities    734   174 

  

Total liabilities    56,772   25,870 
  

Commitments and contingencies (Note 18)    
CONVERTIBLE REDEEMABLE PREFERRED STOCK    
Series A convertible, redeemable preferred stock, $0.0001 par value, 8,864,495 shares authorized,

issued and outstanding, as of December 31, 2021 and December 31, 2020    4,687   4,687 
Series B convertible, redeemable preferred stock, $0.0001 par value, 6,944,093 shares authorized as of

December 31, 2021 and December 31, 2020 respectively; 6,334,150 shares issued and outstanding    6,502   6,502 
STOCKHOLDERS’ DEFICIT    
Common stock, $0.0001 par value 60,760,816 shares authorized; 39,621,946 shares issued and

outstanding as of December 31, 2021 and December 31, 2020    4   4 
Additional paid-in capital    4,358   4,305 
Treasury stock    (1,330)   (1,330) 
Accumulated deficit    (16,262)   (16,197) 

  

Total stockholders’ deficit    (13,230)   (13,218) 
  

Total liabilities, convertible redeemable preferred stock and stockholders’ deficit   $ 54,731  $ 23,841 
  

See notes to consolidated financial statements.
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Nogin, Inc.
Consolidated Statements of Operations

(In thousands, except share and per share data)
 
   Year Ended December 31,  
   2021   2020   2019  
Net service revenue   $ 41,866  $ 45,517  $ 40,954 
Net product revenue    51,346   —     —   
Net service revenue from related parties    8,136   —     —   

  

Total net revenue    101,348   45,517   40,954 
Operating costs and expenses:     
Cost of services (1)    24,174   17,997   13,197 
Cost of product revenue (1)    20,431   —     —   
Sales and marketing    1,772   1,094   1,433 
Research and development    5,361   4,289   5,021 
General and administrative    55,369   23,865   23,387 
Depreciation and amortization    520   415   207 

  

Total operating costs and expenses    107,627   47,660   43,245 
  

Operating loss    (6,279)   (2,143)   (2,291) 
Interest expense    (926)   (225)   (164) 
Change in fair value of unconsolidated affiliate    4,937   —     —   
Other income    3,378   1,418   2,480 

  

Income (loss) before income taxes    1,110   (950)   25 
Provision for income taxes    1,175   190   25 

  

Net loss   $ (65)  $ (1,140)  $ —   
  

Net loss per common share – basic and diluted   $ (0.00)  $ (0.03)  $ —   
Weighted average shares outstanding – basic and diluted    39,621,946   39,621,946   39,621,946 

(1) Exclusive of depreciation and amortization shown separately.

See notes to consolidated financial statements.
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Nogin, Inc.
Consolidated Statements of Convertible Redeemable Preferred Stock and

Stockholders’ Deficit
(In thousands, except share data)

 
  Convertible Redeemable Preferred Stock  

 Common Stock  
 

Additional
Paid-in
Capital   

Treasury
Stock   

Accumulated
Deficit   

Total
Stockholders’

Deficit  
  Series A   Series B  
  Shares   Amount  Shares   Amount  Shares   Amount 
Balance, January 1, 2019   2,042,483  $4,687   1,459,462  $6,502   9,152,060  $ 1  $ 4,282  $(1,280)  $ (15,161)  $ (12,158) 
Retroactive application of reverse recapitalization (1)   6,822,012   —     4,874,688   —     30,568,414   3    (3 )   —     —     —   
Balance, January 1, 2019, as adjusted   8,864,495   4,687   6,334,150   6,502   39,720,474   4    4,279    (1,280)   (15,161)   (12,158) 
Repurchase of common stock   —     —     —     —     (98,528)   —     (104)   (50)   104   (50) 
Net loss   —     —     —     —     —     —     —     —     —     —   
Balance, December 31, 2019, as adjusted   8,864,495  $4,687   6,334,150  $6,502   39,621,946  $ 4  $ 4,175  $(1,330)  $ (15,057)  $ (12,208) 
Stock-based compensation   —     —     —     —     —     —     130   —     —     130 
Net loss   —     —     —     —     —     —     —     —     (1,140)   (1,140) 
Balance, December 31, 2020, as adjusted   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,305   (1,330)   (16,197)   (13,218) 
Stock-based compensation   —     —     —     —     —     —     53   —     —     53 
Net loss   —     —     —     —     —     —     —     —     (65)   (65) 
Balance, December 31, 2021, as adjusted   8,864,495  $4,687   6,334,150  $6,502   39,621,946  $ 4  $ 4,358  $(1,330)  $ (16,262)  $ (13,230) 

(1) As part of the Business Combination (as disclosed in Note 1), all share information has been retrospectively adjusted using the exchange ratio
stipulated by the Merger Agreement.

See notes to consolidated financial statements.
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Nogin, Inc.
Consolidated Statements of Cash Flows

(In thousands)
 
   For the Years Ended December 31,  
           2021                  2020                  2019         
CASH FLOWS FROM OPERATING ACTIVITIES:     
Net loss   $ (65)  $ (1,140)  $ —   
Adjustments to reconcile net loss to net cash provided by operating activities:     
Depreciation and amortization    520   415   207 
Amortization of debt issuance costs    137   —     —   
Amortization of contract acquisition costs    361   667   623 
Loss on disposal of assets    74   —     —   
Stock-based compensation    53   130   —   
Deferred income taxes    1,174   —     —   
Fair value adjustment on joint ventures    (4,937)   —     —   
Fair value adjustment on warrant liability    (177)    —   
Gain on extinguishment of PPP loan payable    (2,266)   —     —   
Changes in operating assets and liabilities:     
Accounts receivable    2,050   (1,533)   (648) 
Related party receivables    (5,356)   —     —   
Inventory    (22,641)   —     —   
Prepaid expenses and other current assets    (1,891)   (194)   (550) 
Other non-current assets    (247)   11   (187) 
Accounts payable    9,780   1,508   2,912 
Due to clients    (8,197)   504   8,002 
Accrued expenses and other liabilities    10,255   1,211   (925) 

  

Net cash (used in) provided by operating activities    (21,373)   1,579   9,434 
CASH FLOWS FROM INVESTING ACTIVITIES:     
Purchases of property and equipment    (686)   (1,578)   (124) 
Purchases of software    (1,103)   —     (38) 
Acquisition of investment in unconsolidated affiliates    (8,633)   —     —   

  

Net cash used in investing activities    (10,422)   (1,578)   (162) 
CASH FLOWS FROM FINANCING ACTIVITIES:     
Proceeds from loan payable    20,000   2,266   —   
Payment of debt issuance costs    (150)   —     75,848 
Proceeds from line of credit    173,896   115,814   (75,848) 
Repayments of line of credit    (173,548)   (115,814)   (50) 

  

Net cash provided by financing activities    20,198   2,266   (50) 
  

NET (DECREASE) INCREASE IN CASH AND RESTRICTED CASH    (11,597)   2,267   9,222 
Beginning of year    16,168   13,901   4,679 

  

End of year   $ 4,571  $ 16,168  $ 13,901 
  

SUPPLEMENTAL CASH FLOW INFORMATION     
Issuance of warrants with debt   $ 738  $ —    $ —   
Cash paid for taxes   $ 195  $ 9  $ 24 
Cash paid for the interest   $ 444  $ 225  $ 164 

See notes to consolidated financial statements.
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Nogin, Inc.

Notes to the Consolidated Financial Statements
 
1. OVERVIEW

Nogin (the “Company”) is an e-commerce, technology platform provider that delivers Commerce-as-a-Service (“CaaS”) solutions as a headless,
flexible full stack enterprise commerce platform with cloud services and optimizations along with experts for brands and retailers that provide a unique
combination of customizability and sales efficiency. The Company manages clients’ front-to-back-end operations so clients can focus on their
business. The Company’s business model is based on providing a comprehensive e-commerce solution to its customers on a revenue sharing basis.

The Company’s headquarters and principal place of business are in Tustin, California.

Business Combination

On August 26, 2022 (the “Closing Date”), the Company completed its previously announced business combination pursuant to the Agreement and
Plan of Merger (the “Merger Agreement”), dated as of February 14, 2022 (as amended on April 19, 2022 and August 26, 2022), by and among the
Company (formerly known as Software Acquisition Group Inc. III (“SWAG”)), Nuevo Merger Sub, Inc., a wholly owned subsidiary of SWAG (“Merger
Sub”), and Branded Online, Inc. dba Nogin (“Legacy Nogin”). Pursuant to the Merger Agreement, Merger Sub was merged with and into Legacy Nogin,
with Legacy Nogin surviving the Business Combination as a wholly owned subsidiary of the Company (the “Business Combination” and, together with the
other transactions contemplated by the Merger Agreement, the “Transactions”).

While Legacy Nogin became a wholly-owned subsidiary of the Company, Legacy Nogin was deemed to be the acquirer in the Business
Combination for accounting purposes. Accordingly, the Business Combination was accounted for as a reverse recapitalization, in which case the
consolidated financial statements of the Company represent a continuation of Legacy Nogin and the issuance of common stock and cash consideration in
exchange for the net assets of SWAG recognized at historical costs and no recognition of goodwill or other intangible assets. Operations prior to the
Business Combination are those of Legacy Nogin and all share and per-share data included in these consolidated financial statements have been
retroactively adjusted to give effect to the Business Combination.

As a result of the Business Combination, equityholders of Legacy Nogin received approximately 54.3 million shares of the Company’s common
stock (“Common Stock”) and cash consideration of $15.0 million, of which $10.9 million was deferred on the Closing Date.

The treatment of the Business Combination as a reverse recapitalization was based on the stockholders of Legacy Nogin holding the majority of
voting interests of the Company, Legacy Nogin’s existing management team serving primarily as the initial management team of the Company, Legacy
Nogin’s appointment of the majority of the initial board of directors of the Company and Legacy Nogin’s operations comprising the ongoing operations of
the Company.

In connection with the Business Combination, the Company received proceeds of approximately $58.8 million from SWAG’s trust account, net of
redemptions by SWAG’s public shareholders, as well as approximately $65.5 million in proceeds from the contemporaneous issuance of convertible notes
(the “Convertible Notes”). The aggregate cash raised has been and will be used for general business purposes, the paydown of Legacy Nogin’s outstanding
debt, the payment of transaction costs and the payment of the cash consideration.
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As a result of the Business Combination, each share of preferred stock and common stock have been recasted to post Business Combination
company common stock using the conversion ratio of 4.34.

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principals of Consolidation

The accompanying consolidated financial statements are presented in accordance with accounting principles generally accepted in the United States
of America (“U.S. GAAP”) and pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”). The consolidated financial
statements include the accounts of Nogin, Inc. (“Nogin” or “Company”) consolidated with the accounts of all its subsidiaries and affiliates in which Nogin
holds controlling financial interests as of the financial statement date.

Liquidity

The Company’s financial statements have been prepared by management on the basis that the Company will continue as a going concern, which
contemplates the realization of assets and satisfaction of liabilities in the normal course of business. As a result, these financial statements do not include
any adjustments that might result from the outcome of going concern uncertainty. The Company has $4.7 million available under its line of credit which
matures on June 30, 2023.

Historically, the Company has financed its operations through issuances of equity securities, revenues from services, and borrowings under its credit
agreements. The Company’s principal liquidity requirements are to meet working capital needs, make debt service payments, and fund capital
expenditures. The Company’s management believes even with the impacts of the global novel coronavirus (“COVID-19”) pandemic, it has the ability to
continue as a going concern as, in management’s opinion, the Company has achieved a level of sales and gross margin adequate to support the Company’s
cost structure.

COVID-19 Pandemic

In March 2020, the World Health Organization declared the COVID-19 outbreak a pandemic. At the onset of COVID-19, the Company anticipated
an impact to the business, its financial conditions and results of operations. The Company applied for and was granted a Paycheck Protection Plan (“PPP”)
loan. In addition, the Company has taken a number of actions to mitigate the impacts of the COVID-19 pandemic on its business. The Company witnessed
a large shift in consumer spending from retail stores to online stores, and as a result, there were no significant declines in the periods presented. However,
the impacts of the COVID-19 pandemic will depend on future developments, including the duration and spread of the pandemic. These developments and
the impacts of the COVID-19 pandemic on the financial markets and overall economy are highly uncertain and cannot be predicted.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and the reported amounts of revenue and expenses during the reporting period. The Company prepared these
estimates based on the most current and best available information, but actual results could differ materially from these estimates and assumptions.
Significant estimates and assumptions reflected in the financial statements include, but are not limited to, the allowance for credit losses and revenue
recognition, including variable consideration for estimated reserves for returns and other allowances. Management bases its estimates on historical
experience and on assumptions that it believes to be reasonable under the circumstances, the results of which form the basis for marking judgements about
the carrying value of assets and liabilities that are not readily apparent from other sources.
 

F-8



Table of Contents

Cash

Cash consists of cash on hand and cash in bank deposits.

Restricted Cash

Restricted cash represents cash held as collateral for the Company’s purchases of certain inventory under one of the Company’s master services
agreements. The collateral provides the Company with increased credit in order to purchase certain inventory. The funds can be released and available for
use by the Company when it is determined the Company no longer needs the additional credit, and can subsequently request for the funds to be released.

Accounts Receivable, Net

Accounts receivable are recorded at the invoiced amount, do not bear interest, and primarily represent receivables from consumers and credit card
receivables from merchant processors, after performance obligations have been fulfilled.

The Company maintains an allowance for credit losses, as deemed necessary, for estimated losses inherent in its accounts receivable portfolio. In
estimating this reserve, management considers historical losses adjusted to take into account current market conditions and customers’ financial condition,
the amount of receivables in dispute, and the current receivables aging and current payment patterns. Account balances are charged off against the
allowance after all means of collection have been exhausted and the potential for recovery is considered remote. The Company does not have any
customers with off-balance-sheet credit exposure. The Company writes off accounts receivable balances once the receivables are no longer deemed
collectible.

The reserve for credit losses as of December 31, 2021 and 2020, consisted of the following (in thousands):
 

   As of December 31,  
       2021           2020     
Balance at beginning of period   $ 428   $ 379 
Additions to allowance for credit losses    433    437 
Cash receipts    —      —   
Write-offs    (455)    (388) 

    

Balance at end of period   $ 406   $ 428 
    

Inventory

Inventory is stated at the lower of cost or net realizable value and consists entirely of finished goods purchased for resale. Cost is determined using
the first-in, first-out (“FIFO”) method or weighted average cost depending on product brand. Adjustments are made, if necessary, to reduce excess or
obsolete inventory to their net realizable value. These estimates are based on management’s judgment about future demand and market conditions. Once
established, these adjustments are considered permanent and are not revised until the related inventory is sold or disposed.

The Company maintains a reserve for returns, which is included within inventory on the consolidated balance sheets with changes to the reserve in
cost of product revenue on the accompanying statement of operations. Included within inventory on the consolidated balance sheet are assets totaling $532
thousand as of December 31, 2021 for the rights to recover products from customers associated with our liabilities for return allowances.
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Concentration of Risks

Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist primarily of cash and cash equivalents,
restricted cash and equity method investments. The Company maintains cash balances at financial institutions. Amounts on deposit at these institutions are
secured by the Federal Deposit Insurance Corporation (“FDIC”) insurance limit. At various times, the Company has had bank deposits in excess of the
FDIC’s insurance limit. The Company has not experienced any losses in its cash accounts to date. Management believes that the Company is not exposed
to any significant credit risk with respect to its cash.

The Company performs ongoing credit evaluations of its customers and generally does not require collateral. As of December 31, 2021, receivables
from two customers amounted to $1.1 million or 15% and $5.4 million or 73% of accounts receivable. As of December 31, 2020, receivables from two
customers amounted to $1.4 million or 45% and $1 million or 30% of accounts receivable.

Major Customers

For the year ended December 31, 2021 revenue from three customers amounted to $9.9 million or 10%, $22.2 million or 22%, and $30.4 million or
30% of total revenue. For the year ended December 31, 2020 revenue from three customer amounted to $6.0 million or 13%, $6.5 million or 14%, and
$6.3 million or 14% of total revenue.

Major Suppliers

For the year ended December 31, 2021, two vendors accounted for $9.5 million or 17% and $6.4 million or 12% of total purchases. For the year
ended December 31, 2020, two vendors accounted for $4.5 million or 16% and $4.2 million or 15% of total purchases.

Property and Equipment

Property and equipment are recorded at cost and depreciated using the straight-line method over the estimated useful lives of the assets ranging from
three to seven years. Maintenance and repairs are charged to expense as incurred. Renewals and improvements of a major nature that extend the life of the
asset are capitalized. At the time of retirement or other disposition of property and equipment, the cost and accumulated depreciation or amortization are
removed from the accounts and any resulting gains or losses are reflected in the accompanying statement of operations.
 

   Estimated Useful Life (Years)
Furniture and fixtures   5
Computer equipment and

software   3 to 7
Leasehold Improvement   Lesser of economic useful life (typically 10 years) or original lease term

 

The Company evaluates the carrying value of property and equipment for impairment whenever events or changes in circumstances indicate that the
carrying amounts may not be recoverable. An asset is considered to be impaired when the forecasted undiscounted cash flows of an asset group are
estimated to be less than its carrying value. The amount of impairment recognized is the difference between the carrying value of the asset group and its
fair value. Fair value estimates are based on assumptions concerning the amount and timing of forecasted future cash flows. Indicators of impairment could
include, among other factors, significant changes in the business environment, the planned closure of a facility, or deteriorations in operating cash flows.
Considerable
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management judgment is necessary to evaluate the impact of operating changes and to estimate future cash flows.

Capitalized Software

The costs related to establishing the technological feasibility of software are expensed as incurred as a part of research and development in general
and administrative expenses. Costs that are incurred after technological feasibility is established are capitalized and amortized to general and
administrative expenses over the estimated economic life of one to five years.

The technological feasibility of software is established when the fundamental framework of the platform is created. Consideration to capitalize
software development costs before this point is limited to the development costs of the software for which technological feasibility can be proven at an
earlier stage.

At each balance sheet date, the Company performs reviews to ensure that unamortized capitalized software costs remain recoverable from estimated
future profits of the related software products.

Long-lived Assets

The Company reviews long-lived assets with finite lives for impairment upon the occurrence of certain events or circumstances that indicate the
related amounts may be impaired. Assets to be disposed of are reported at the lower of the carrying amount or fair value less cost to sell. The Company
reviews long-lived assets to be held-and-used for impairment whenever events or changes in circumstances indicate that the carrying amount of the assets
may not be recoverable. An asset is considered to be impaired if the sum of the undiscounted expected future cash flows over the remaining useful life of a
long-lived asset group is less than its carrying amount. An impairment loss is measured as the amount by which the carrying amount of the asset group
exceeds the fair value of the asset. The Company estimates fair value using the expected future cash flows discounted at a rate comparable with the risks
associated with the recovery of the asset. The Company amortizes intangible assets on a straight-line basis or on a basis consistent with the pattern in which
the economic benefits are realized. Based on its analysis, the Company determined that as of December 31, 2021, 2020 and 2019, there was no impairment
of long-lived assets. There can be no assurance, however, that market conditions will not change or demand for the Company’s services will continue
which could result in impairment related to the Company’s long-lived assets.

Investment in Unconsolidated Affiliates

Investments for which the Company can exercise significant influence but does not have control are accounted for under the equity method unless
the Company elects the fair value option of accounting. The Company’s current investment in unconsolidated affiliates as of December 31, 2021 relates to
the joint ventures, ModCloth Partners LLC (“ModCloth”) and IPCO Holdings, LLC (“IPCO”), both of which the Company owns 50% and has elected the
fair value option of accounting. Changes in the fair value of the joint ventures, which are inclusive of equity in income, are recorded as changes in fair
value of unconsolidated affiliates in the consolidated statements of operations during the periods such changes occur.

The joint ventures were determined to be variable interest entities as the equity investment at risk is not sufficient to permit the joint ventures to finance its
activities without additional subordinated financial support. The Company has determined that it is not the primary beneficiary as the Company does not
have the ability to direct the most significant activities of the joint ventures. The Company’s maximum exposure to loss as a result of its investments in the
joint ventures is equal to its carrying value of the investment, assuming no future capital funding requirements. The Company has recorded its 50% equity
interest in the joint ventures as investments in unconsolidated affiliates under the fair value option of accounting due to its significant influence.
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Revenue Recognition

Revenue is accounted for using Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 606, Revenue
from Contracts with Customers.

In accordance with ASC Topic 606, the Company recognizes revenue when control of the promised goods or services is transferred to the
Company’s customers, in an amount that reflects the consideration it expects to be entitled to in exchange for those goods or services. The Company
determines revenue recognition through the following steps:
 

 •  Identification of a contract with a customer,
 

 •  Identification of the performance obligations in the contract,
 

 •  Determination of the transaction price,
 

 •  Allocation of the transaction price to the performance obligations in the contract, and
 

 •  Recognition of revenue when or as the performance obligations are satisfied.

A performance obligation is a promise in a contract to transfer a distinct product. Performance obligations promised in a contract are identified based
on the goods that will be transferred that are both capable of being distinct and are distinct in the context of the contract, whereby the transfer of the goods
is separately identifiable from other promises in the contract. Performance obligations include establishing and maintaining customer online stores,
providing access to the Company’s e-commerce platform, customer service support, photography services, warehousing, and fulfillment. Most of the
contracts of the Company with customers contain multiple promises, which may result in multiple performance obligations, while others are combined
into one performance obligation. For contracts with customers, the Company accounts for individual performance obligations separately if they are
distinct. The transaction price is allocated to the separate promises on a relative standalone selling price basis. The Company determines the standalone
selling prices based on its overall pricing objectives, taking into consideration market conditions and other factors.

The Company has concluded the sale of goods and related shipping and handling on behalf of our customers are accounted for as a single
performance obligation, while the expenses incurred for actual shipping charges are included in cost of sales.

The Company’s revenue is mainly commission fees derived from contractually committed gross revenue processed by customers on the Company’s
e-commerce platform. The Company is acting as an agent in these arrangements and customers do not have the contractual right to take possession of the
Company’s software. Revenue is recognized in an amount that reflects the consideration that the Company expects to ultimately receive in exchange for
those promised goods, net of expected discounts for sales promotions and customary allowances.

CaaS Revenue is recognized on a net basis from maintaining e-commerce platforms and online orders, as the Company is engaged primarily in an
agency relationship with its customers and earns defined amounts based on the individual contractual terms for the customer and the Company does not
take possession of the customers’ inventory or any credit risks relating to the products sold.

Variable consideration is included in revenue for potential product returns. The Company uses an estimate to constrain revenue for the expected
variable consideration at each period end. The Company reviews and updates its estimates and related accruals of variable consideration each period based
on the terms of the agreements, historical experience, and expected levels of returns. Any uncertainties in the ultimate resolution of variable consideration
due to factors outside of the Company’s influence are typically resolved within a short timeframe therefore not requiring any additional constraint on the
variable consideration. The estimated reserve for returns is included on the balance sheet in accrued expenses with changes to the reserve in revenue on the
accompanying statement of operations.
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The reserve for returns as of December 31, 2021 and 2020, consisted of the following (in thousands):
 

   As of December 31,  
   2021    2020  
Balance at beginning of period   $ 598   $ 350 
Additions to the reserve    1,559    598 
Deductions from the reserve    (318)    (350) 

    

Balance at end of period   $  1,839   $ 598 
    

In most cases the Company acts as the merchant of record, resulting in a due to client liability (discussed below). However, in some instances, the
Company may perform services without being the merchant of record in which case there is a receivable from the customer.

Payment terms and conditions are generally consistent for customers, including credit terms to customers ranging from seven days to 60 days, and
the Company’s contracts do not include any significant financing component. The Company performs credit evaluations of customers and evaluates the
need for allowances for potential credit losses based on historical experience, as well as current and expected general economic conditions. 

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore, are excluded from net
revenue in the consolidated statements of operations.

Commerce as a Service

As noted above, the Company’s main revenue stream is “Commerce as a Service” revenue in which it receives commission fees derived from
contractually committed gross revenue processed by customers on the Company’s e-commerce platform. Consideration for online sales is collected directly
from the end customer by the Company and amounts not owed to the Company are remitted to the customer. Revenue is recognized on a net basis from
maintaining e-commerce platforms and online orders, as the Company is engaged in an agency relationship with its customers and earns defined amounts
based on the individual contractual terms for the customer and the Company does not take possession of the customers’ inventory or any credit risks
relating to the products sold.

Product sales

Under one of the Company’s Master Services Agreements, the Company is the owner of inventory and reseller of record. As a result, the Company
is the principal in sales to end customers and records these revenues on a gross basis at a point in time.

Fulfillment services

Revenue for business-to-business (“B2B”) fulfillment services is recognized on a gross basis either at a point in time or over a point in time. For
example, inbound and outbound services are recognized when the service is complete, while monthly storage services are recognized over the service
period. 

Marketing services

Revenue for marketing services is recognized on a gross basis as marketing services are complete. Performance obligations include providing
marketing and program management such as procurement and implementation.

Shipping services

Revenue for shipping services is recognized on a gross basis as shipments are completed and products are shipped to end customers.
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Set up and implementation services

The Company provides set up and implementation services for new clients. The revenue is recognized on a gross basis at the completion of the
service, with the unearned amounts received for incomplete services recorded as deferred revenue, if any.

Other services

Revenue for other services such as photography, business to customer (“B2C”) fulfillment, customer service, development and web design are
reimbursable costs and recognized on the gross basis, and are services rendered as part of the performance obligations to clients for which an online
platform and online orders are managed. All reimbursable costs are the responsibility of the Company as the Company uses such services to fulfill its
performance obligations.

Cost of services 

Cost of services reflects costs directly related to providing services under the master service agreements with customers, which primarily includes
service provider costs directly related to processing revenue transactions, marketing expenses and shipping and handling expenses which correspond to
marketing and shipping revenues, as well as credit card merchant fees. Cost of services is exclusive of depreciation and amortization and general salaries
and related expenses.

Cost of product revenue

Cost of product revenue reflects costs directly related to selling inventory acquired from select clients, which primarily includes product cost,
warehousing costs, fulfillment costs, credit card merchant fees and third-party royalty costs. Cost of product revenue is exclusive of depreciation and
amortization and general salaries and related expenses.

Due to Clients

Due to clients consists of amounts payable to clients pertaining to the client’s last month pro rata share of revenue earned and collected by the
Company, less any returns and any expenses incurred by the Company on behalf of the clients. In most cases, the Company acts as the merchant and seller
of record and thus directly collects the funds from sales on the online store. As such, at the end of each month, there is an amount owed to the Company’s
clients net of the Company’s fees, and expenses incurred on the client’s behalf.

Income Taxes

The Company is subject to federal and state corporate income taxes on its taxable income. The Company accounts for income taxes using the asset
and liability method on a legal entity and jurisdictional basis, under which the Company recognizes the amount of taxes payable or refundable for the
current year and deferred tax assets and liabilities for the future tax consequences of events that have been recognized in the Company’s financial
statements or tax returns. The Company’s calculation relies on several factors, including pre-tax earnings, differences between tax laws and accounting
rules, statutory tax rates, tax credits, uncertain tax positions, and valuation allowances. The Company uses judgment and estimates in evaluating its tax
positions. Valuation allowances are established when, in the Company’s judgment, it is more likely than not that the Company’s deferred tax assets will
not be realized based on all available evidence. Deferred income taxes are provided on a liability method whereby deferred income tax assets are
recognized for deductible temporary differences and tax credit carryforwards and deferred income tax liabilities are recognized for taxable temporary
differences. Deferred income tax assets, when applicable, are reduced by a valuation allowance when, in the opinion of management, it is probable that
some portion or all of the deferred tax assets will not be realized.
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Deferred income tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.

The major component comprising deferred income tax assets and liabilities is net operating loss.

The guidance requires that the Company determine whether the benefits of tax positions are “more likely than not” of being sustained upon audit
based on the technical merits of the tax position. For tax positions that are more likely than not of being sustained upon audit, the Company recognizes the
largest amount of the benefit that is more likely than not of being sustained in the financial statements. For tax positions that are not more likely than not
of being sustained upon audit, the Company does not recognize any portion of the benefit in the financial statements. Additionally, the interpretation
provides guidance on derecognition, classification, interest and penalties, disclosures, and transition. As of December 31, 2021, 2020 and 2019, the
Company had no accruals for potential losses related to uncertain tax positions. The Company is subject to routine audits by taxing jurisdictions. The
Company’s tax returns are subject to examination by U.S. Federal, state and foreign taxing jurisdictions. The Company regularly assess the potential
outcomes of these examinations and any future examinations for the current or prior years. The Company recognizes tax benefits from uncertain tax
positions only if (based on the technical merits of the position) it is more likely than not that the tax positions will be sustained on examination by the tax
authority. The Company adjusts these tax liabilities, including related interest and penalties, based on the current facts and circumstances. The Company
reports tax-related interest and penalties as a component of income tax expense. The Company’s December 31, 2018 and 2017 tax returns are currently
under audit by the IRS. The Company does not believe any significant impacts will result from the audit.

Deferred Rent

Rent expense is recorded on a straight-line basis over the lease term. The difference between cash payments for rent and the expense recorded is
reported as deferred rent on the balance sheet. The balance as of December 31, 2021 and 2020 was $1.6 million and $0.3 million, respectively, and is
included within accrued expenses and other liabilities.

Fair Value Measurement

The Company applies the provisions of Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair Value
Measurements and Disclosures (“ASC 820”), which provides a single authoritative definition of fair value, sets out a framework for measuring fair value,
and expands on required disclosures about fair value measurement.

The Company applies the provisions of ASC 820 to all financial assets and liabilities and non-financial assets and liabilities that are recognized or
disclosed at fair value in the financial statements on a recurring basis.

The Company defines fair value is an exit price, representing the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. As such, fair value is a market-based measurement that should be determined
based on assumptions that market participants would use in pricing an asset or liability.

Fair value is estimated by applying the following hierarchy, which prioritizes the inputs used to measure fair value into three levels and bases the
categorization within the hierarchy upon the lowest level of input that is available and significant to the fair value measurement:
 
 •  Level 1 - Quoted prices in active markets for identical assets or liabilities.
 

 
•  Level 2 - Observable inputs other than quoted prices in active markets for identical assets and liabilities, quoted prices for identical or similar

assets or liabilities in inactive markets, or other inputs that are observable or can be corroborated by observable market data for substantially
the full term of the assets or liabilities.
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 •  Level 3 - Inputs that are generally unobservable and typically reflect management’s estimate of assumptions that market participants would
use in pricing the asset or liability.

In determining fair value, the Company utilized valuation techniques that maximize the use of observable inputs and minimize the use of
unobservable inputs to the extent possible as well as considers counter party credit risk and nonperformance risk in its assessment of fair value.

The carrying value of the Company’s short-term financial instruments, such as cash and cash equivalents, restricted cash, accounts receivable, notes
payable, and accounts payable, approximate the fair value due to the immediate or short-term maturity of these instruments. The carrying value of the
Company’s long-term debt approximates fair value as the interest rate on the Company’s secured credit facility and certain other debt has a variable
component, which is reflective of the market.

Stock Option Plan

Under the Company’s 2013 Stock Incentive Plan, the Company may grant nonqualified stock options, restricted stock, and stock appreciation rights
to employees, members of the board and service providers. The Company accounts for its employee stock-based compensation awards in accordance with
Accounting Standards Codification (ASC) Topic 718, Compensation - Stock Compensation. For stock-based awards, the Company measures
compensation cost at fair value on the date of grant and recognizes compensation expense on a straight-line basis over the requisite service period during
which the awards are expected to vest. Awards with a graded vesting schedule are amortized over the requisite service period for the entire award. The
Company estimates grant-date fair value of its stock options using the Black-Scholes option pricing model.

Preferred Stock

The Company’s preferred stock is comprised of Series A convertible redeemable preferred stock and Series B convertible redeemable preferred
stock. The preferred stock is classified as mezzanine equity on the balance sheets because they are redeemable at the option of the Series A and Series B
preferred stockholders. The preferred stock is recorded at fair value on the date of issuance and has been adjusted to the greater of their carrying value or
redemption value as of December 31, 2021 and 2020.

Reclassifications

Certain reclassifications have been made to the prior year’s consolidated balance sheets to conform to the December 31, 2021 presentation. The
Company reclassified inventory of $137 thousand from prepaid expenses and other current assets to inventory as of December 31, 2020.

Recent Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (ASC Topic 842), a comprehensive new lease recognition standard which will supersede
previous existing lease recognition guidance. Under the standard, lessees will need to recognize a right-of use asset and a lease liability for leases with
terms greater than twelve months. The liability will be equal to the present value of lease payments. The asset will be based on the liability, subject to
adjustment, such as for initial direct costs. For income statement purposes, leases will be required to be classified as either operating or finance. Operating
leases will result in straight-line expense (similar to current operating leases) while finance leases will result in a front-loaded expense pattern (similar to
current capital leases). The standard is effective for fiscal periods beginning after December 15, 2021 and requires a modified retrospective adoption. The
Company is currently evaluating the impact the adoption of this standard will have on the financial statements.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments—Credit Losses” (Topic 326). The FASB issued this update to provide
financial statement users with more decision-useful information about the
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expected credit losses on financial instruments and other commitments to extend credit held by a reporting entity at each reporting date. The amendments
in this update replace the existing guidance of incurred loss impairment methodology with an approach that reflects expected credit losses and requires
consideration of a broader range of reasonable and supportable information to inform credit loss estimates. In November 2018, the FASB issued ASU
2018-19, “Codification Improvements to Topic 326, Financial Instruments—Credit Losses,” which clarifies the scope of guidance in the ASU 2016-13.
The updated guidance is effective for annual periods beginning after December 15, 2022 and interim periods within fiscal years beginning after
December 15, 2023. The Company is currently evaluating the impact the adoption of this standard will have on the financial statements.

In December 2019, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2019-12, Simplifying the
Accounting for Income Taxes, which eliminates certain exceptions related to the approach for intra-period tax allocation, the methodology for calculating
taxes during the quarters and the recognition of deferred tax liabilities for outside basis differences. This guidance also simplifies aspects of the accounting
for franchise taxes and changes in tax laws or rates, as well as clarifies the accounting for transactions that result in a step-up in the tax basis of goodwill.
ASU 2019-12 is effective for the Company beginning January 1, 2022. The Company has adopted this guidance and there was not a material impact on the
financial statements.

In August 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2020-06 Debt—Debt with
Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for
Convertible Instruments and Contracts in an Entity’s Own Equity, which improves Convertible Instruments and Contracts in an Entity’s Own Equity and
is expected to improve financial reporting associated with accounting for convertible instruments and contracts in an entity’s own equity. The ASU
simplifies accounting for convertible instruments by removing major separation models required under current U.S. GAAP. Consequently, more
convertible debt instruments will be reported as a single liability instrument and more convertible preferred stock as a single equity instrument with no
separate accounting for embedded conversion features. The ASU removes certain settlement conditions that are required for equity contracts to qualify for
the derivative scope exception, which will permit more equity contracts to qualify for it.

The ASU also simplifies the diluted earnings per share (EPS) calculation in certain areas. ASU 2020-06 is effective for the Company beginning
January 1, 2024, with early adoption permitted as of January 1, 2021. The Company is currently evaluating the impact that ASU 2020-06 may have on our
financial statements.

Other recently issued accounting standards are not expected to have a material effect on the Company’s financial statements.



 
3. PROPERTY AND EQUIPMENT

Property and equipment, net as of December 31, 2021 and 2020, consisted of the following (in thousands):
 

   As of December 31,  
   2021    2020  
Furniture and equipment   $ 2,160   $ 1,862 
Leasehold Improvements    536    520 

    

Property, plant, and equipment—gross    2,696    2,382 
Less accumulated depreciation    (907)    (726) 

    

Property and equipment—net   $ 1,789   $ 1,656 
    

Depreciation expense for property and equipment for the year ended December 31, 2021, 2020 and 2019 was $476 thousand, $324 thousand and $76
thousand, respectively.
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4. INTANGIBLE ASSETS

The Company entered into a three-year master service agreement with a new customer for a $2.0 million contract acquisition fee on July 16, 2018.
The agreement resulted in the acquisition of nine new contracts with different companies and brands. The cost is amortized over a three-year period,
resulting in an expense of $361 thousand, $667 thousand and $623 thousand for the years ended December 31, 2021, 2020 and 2019, respectively.

Amortization expense for capitalized software for the years ended December 31, 2021, 2020 and 2019 was $44 thousand, $91 thousand and $131
thousand, respectively.

As of December 31, 2021 and 2020, intangible assets consist of the following (in thousands):
 

   As on December 31,  
   2021    2020  
Contract acquisition cost   $ 2,000   $ 2,000 
Software    1,174    320 

    

   3,174    2,320 
Less: Accumulated amortization    (2,062)    (1,908) 

    

Intangible assets-net   $ 1,112   $ 412 
    

 
5. INVESTMENT IN UNCONSOLIDATED AFFILIATES

On April 6, 2021, the Company and Tiger Capital Group, LLC (“Tiger Capital”) formed a joint venture, Modcloth Partners, LLC. (“Modcloth”). The
Company and Tiger Capital each contributed $1.5 million into Modcloth and the Company will own 50% of the outstanding membership units. Tiger
Capital will provide the financing for the inventory, while the Company entered into a Master Services Agreement (“MSA”) with Modcloth to provide the
eCommerce services (see Note 14). The Company accounts for its investment in ModCloth under the fair value option of accounting. As of December 31,
2021, the investment balance related to ModCloth was $6.4 million and was included in investment in unconsolidated affiliate on the consolidated balance
sheets. For the year ended December 31, 2021, the Company recorded a fair value adjustment related to its ModCloth investment of $4.9 million included
in changes in fair value of unconsolidated affiliate on the consolidated statements of operations.

On December 31, 2021, the Company and CFL Delaware, Inc. (“CFL”) formed a joint venture, IPCO, whereby Nogin contributed certain assets
acquired from the BTB (ABC), LLC (“Betabrand”) acquisition (see Note 13) and entered into a MSA with IPCO to provide certain eCommerce services,
marketing, photography, customer service and merchant credit card monitor fraud services; and CFL entered into a Master Supply Agreement with IPCO
and agreed to procure the supply of inventory to IPCO, provide manufacturing, fulfillment, logistics and warehousing services for the inventory. The
Company accounts for its investment in IPCO under the fair value option of accounting. As of December 31, 2021, the investment balance related to IPCO
was $7.1 million and was included in investment in unconsolidated affiliate on the consolidated balance sheets.
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The following table presents summarized financial information for the joint ventures from formation through December 31, 2021 (in thousands):
 

   Modcloth   IPCO  
Net revenue   $ 25,486   $ 133 
Gross margin   $ 9,326   $ 98 
Net loss   $ (8,288)   $ (8) 

Current assets   $ 5,009   $2,596 
Long term assets   $ 6,303   $6,130 
Current liabilities   $ 8,539   $1,699 
Long term liabilities   $ 5,698   $ —   

The Company’s ModCloth investment is a Level 3 fair value measurement. The Company utilized the following valuation methods to conclude on
the fair value as of December 31, 2021:
 

 •  Discounted Cash Flow – The key unobservable input utilized was a discount rate of 18%.
 

 •  Guideline Public Company Method – The Company utilized a revenue multiple of 0.70x on current period forecasted revenues. The revenue
multiple was derived from public peers of the Company.

 

 •  Guideline Transaction Method – The Company utilized a revenue multiple of 0.73x on current period forecasted revenues. The revenue
multiple was derived from public transactions in which the target companies were similar to the Company.

The following table summarizes the changes in the ModCloth investment Level 3 fair value measurement (in thousands):
 

Balance as of January 1, 2020   $ —   
Contribution    —   
Change in fair value    —   
Balance as of December 31, 2020   $ —   
Contribution    1,500 
Change in fair value    4,937 

  

Balance as of December 31, 2021   $6,437 
  

 
6. LONG-TERM DEBT

Line of credit

Effective January 14, 2015, the Company entered into a Revolving Credit Agreement with a financial institution that provided maximum borrowing
under a revolving loan commitment of up to $2 million, bearing an interest rate of 2% plus prime rate as published by the Wall Street Journal. Effective
July 3, 2020, the Company renewed the line of credit with the financial institution through May 31, 2021 that provided maximum borrowing under a
revolving loan commitment of up to $5 million. In May 2021 the maturity date was extended to June 30, 2021 and then further extended to July 31, 2021.
The line was then renewed on July 21, 2021 with an expanded credit limit of $8 million, a new maturity date of June 30, 2023 and an amended per annum
interest rate of the greater of 2.25% plus prime rate as published by the Wall Street Journal or 5.50%. As of December 31, 2021, the Company has $348
thousand due on its line of credit with a $3.0 million letter of credit issued against the line of credit, which results in remaining availability of $4.7 million.
As of December 31, 2020, the balance on the line of credit was $0. The line of credit contains covenants regarding certain financial statement amounts and
ratios of the Company. The Company received a waiver for its financial statement covenants for the period ended December 31, 2021. As of December
31, 2020, the Company was in compliance with the financial statement covenants.
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Effective July 19, 2018, the Company entered into a Revolving Credit Agreement with another financial institution that provided maximum
borrowing under a revolving loan commitment of up to $3.0 million. It is secured by substantially all assets of the Company. The line bears an interest rate
of 0.0415% per day, or approximately 15% per annum. The line of credit matured July 19, 2020 and the Company did not renew the agreement.

Paycheck Protection Program Loan

On April 14, 2020, the Company received loan proceeds of $2.3 million, maturing on April 22, 2022 with an annual interest rate of 1% pursuant to
the Paycheck Protection Program (the “PPP Loan”) under the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) and administered by
the U.S. Small Business Administration (“SBA”). The balance as of December 31, 2020 of $2.3 million was included in Paycheck Protection Program loan
payable on the consolidated balance sheets. On September 17, 2021, the PPP Loan was forgiven in full including accrued interest thereon. As such, the
Company recorded a gain on loan forgiveness during the year ended December 31, 2021 of $2.3 million included in other income in the consolidated
statements of operations.

Notes Payable

On August 11, 2021, the Company entered into a loan and security agreement (“Note Agreement”) with a financial institution that provided for a
borrowing commitment of $15 million in the form of promissory notes. In August 2021, the Company borrowed $10 million under the first tranche (“First
Tranche Notes”). The Note Agreement has a commitment for additional second tranche borrowings of $5 million through June 30, 2022. In October 2021
the Company borrowed the remaining $5 million committed under the Note Agreement. The borrowings under the Note Agreement are secured by
substantially all assets of the Company.

The First and Second Tranche Notes mature on September 1, 2026 and November 1, 2026, respectively, and bear an interest at a rate per annum of
6.25% plus the greater of 3.25% or the prime rate as published by the Wall Street Journal. The Company is required to make interest only payments on the
first of each month beginning October 1, 2021 and December 1, 2021, respectively. Beginning October 1, 2023 and December 1, 2023, respectively, the
Company is required to make principal payments of $278 thousand and $139 thousand, respectively, plus accrued interest on the first of each month
through maturity. Upon payment in full of the First and Second Tranche Notes, the Company is required to pay exit fees (“Exit Fee”) of $600 thousand
and $300 thousand, respectively.

On December 2, 2021 the Company borrowed an additional $1 million and $5 million from the same financial institution. The $1 million was
repaid in full on December 31, 2021. The $5 million (“Third Tranche Notes”) bear an interest at a rate per annum of 6.25% plus the greater of 3.25% or
the prime rate as published by the Wall Street Journal. The Company is required to make interest only payments on the first of each month beginning
February 1, 2022, with the full principal amount due on July 1, 2023. Upon payment in full, the Company is required to pay exit fees of $50 thousand.

In connection with the Note Agreement, the Company issued warrants to purchase up to 33,357 shares of common stock of the Company (the
“Warrants”) at an exercise price of $0.01 per share. See below for further discussion of the Warrants. On the date of issuance, the Company recorded the
fair value of the Warrants as a discount to the First Tranche Notes which is being amortized into interest expense over the term of the First Tranche Notes
using the effective interest method. The issuance costs are deferred over the repayment term of the debt. Deferred issuance costs relate to the Company’s
debt instruments, the short-term and long-term portions are reflected as a deduction from the carrying amount of the related debt.
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The components of the long-term notes payable, net as of December 31, 2021 are as follows:
 

First Tranche Notes   $10,000 
First Tranche Notes Exit Fee    600 
Second Tranche Notes    5,000 
Second Tranche Notes Exit Fee    300 
Third Tranche Notes    5,000 
Third Tranche Notes Exit Fee    50 

  

   20,950 
Less: Unamortized Exit Fee payment    (884) 
Less: Unamortized warrant discount    (678) 
Less: Unamortized debt issuance costs    (139) 

  

  $19,249 
  

Scheduled maturities for the First, Second and Third Tranche Notes, inclusive of Exit Fee payments of the Company’s long-term notes payable as of
December 31, 2021 were as follows:
 

2022   $ —   
2023    6,022 
2024    5,000 
2025    5,000 
2026    4,928 
Thereafter    —   

  

Total   $ 20,950 
  

 
7. WARRANTS

In connection with the Note Agreement, on August 11, 2021 the Company granted Warrants to purchase up to 33,357 shares of common stock at a
price of $0.01 per share. The Warrants are exercisable at any time through the 10th anniversary from the date of grant. The Warrants have customary anti-
dilution provisions for stock splits, stock dividends and recapitalizations of the Company’s common stock. The Warrants have been determined to be
liability classified as the exercise price may be reduced and result in the issuance of additional shares in connection with the sale of the Company if such
warrants are not assumed. The warrants were initially recorded at fair value with a corresponding debt discount (see Note 6) at grant date and are
subsequently remeasured to fair value each reporting period. As of December 31, 2021, there was a gain on fair value of $177 thousand from the grant
date, which is recognized in other income in the consolidated statement of operations. The fair value of the warrant liability as of December 31, 2021 is
$561 thousand and is included in other long-term liabilities in the consolidated balance sheets, and none of the warrants have been exercised. There were
no warrant liability balance as of December 31, 2020. 

The Company has determined the warrant liability to be a Level 3 fair value measurement. The Company utilizes the Black-Scholes-Merton
(“Black-Scholes”) model to determine the fair value of the Warrants at each reporting date. The significant inputs utilized in the Black-Scholes model as of
December 31, 2021 and grant date were as follows:
 

   December 31, 2021  
Grant Date

August 11, 2021 
Common Stock Fair Value Per Share   $  16.81  $ 22.13 
Exercise Price Per Share   $ 0.01  $ 0.01 
Volatility    75.7%   75.7% 
Risk-free rate    0.53%   0.53% 
Expected Dividend Rate    0.0%   0.0% 
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The expected dividend rate is 0.0% as the Company has not paid, and does not intend to pay, dividends. The Company utilized the probability
weighted expected return method (“PWERM”) to value the Company’s common stock. The Company’s common stock fair value per share under the
PWERM was determined by applying a probability weighting to a stay-private scenario and a sale scenario. The probability weighted common stock fair
value was applied a blended discount for lack of marketability of 23% to arrive at the concluded common stock fair value included in the Black-Scholes
model.

The following table summarizes the changes in the warrant liability included in other long-term liabilities (in thousands):
 

Balance as of January 1, 2020   $ —   
Fair value of Warrants at inception of Note Agreement    —   
Change in fair value of warrant liability    —   

  

Balance as of December 31, 2020   $ —   
Fair value of Warrants at inception of Note Agreement    738 
Change in fair value of warrant liability    (177) 

  

Balance as of December 31, 2021   $ 561 
  

In addition, the Company granted warrants in 2017 and 2018 to purchase 100,000 shares of common stock at a price of $0.96 per share. 75,000 of
such warrants expire on January 12, 2027 and the remaining 25,000 expire on July 20, 2028. The warrants are fully vested and exercisable at the Holder’s
option at any time. Any shares not exercised at time of an acquisition will automatically be deemed to be cashless exercises. Under the applicable
accounting literature, these warrants meet the criteria to be classified as permanent equity within the equity section of the consolidated balance sheet. Upon
the closing of the Business Combination, the warrants were settled into shares of common stock of the post combination company at an exchange ratio of
approximately 4.34. 

8. INCOME TAXES

Income tax expense for the years ended December 31, 2021, 2020 and 2019 consists of the following (in thousands):
 

   For the Years Ended December 31,  
       2021           2020           2019     
Current:       

Federal   $ —     $ —     $ —   
State    1    190    25 

      

Total    1    190    25 
      

Deferred:       
Federal    371    —      —   
State    803    —      —   

      

Total   $ 1,174    —      —   
      

Income tax expense   $  1,175   $ 190   $ 25 
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The provision for income taxes differs from that computed by applying the federal statutory tax rate as follows:
 

   For the Years Ended December 31,  
           2021                  2020                  2019         
U.S. federal statutory tax rate    21%   21%   21% 
State income taxes, net of federal

benefit    57%   (20)%   78% 
PPP Loan    (43)%   —%   —   
Return to provision    11%   11%   268% 
Other Adjustments    2%   —     —   
Change in Valuation allowance    58%   (32)%   (268)% 

  

Effective tax rate    106%   (20)%   99% 
  

The tax effects of significant items comprising the Company’s deferred taxes as of December 31, 2021 and 2020 are as follows (in thousands):
 

   For the Years Ended December 31,  
       2021           2020     
Deferred Tax Assets:     

Net operating loss and other tax attributes carryforwards   $ 4,950   $ 2,654 
Reserve for doubtful accounts    62    120 
Accrued Expenses    343    277 
Deferred state tax    169    —   
163(j) interest limitation    166    —   
Amortization    58    189 

    

  $ 5,748   $ 3,240 
    

Deferred Tax Liabilities     
Depreciation   $ (73)   $ —   
Other deferred tax liabilities    (26)    —   
Unrealized gain (loss) on joint venture    (2,541)    —   

    

   (2,640)    —   
    

Valuation allowance    (4,282)    (3,240) 
    

Net deferred tax liability   $ (1,174)   $ —   
    

Realization of the future tax benefits is dependent on the Company’s ability to generate sufficient taxable income within the carry forward period.
Based on the Company’s operating losses for each of the three years ended December 31, 2021, and the available evidence, the Company has established a
valuation allowance against its net deferred tax assets. If sufficient evidence of the Company’s ability to generate future taxable income becomes apparent,
the valuation allowance may be removed or reduced.

As of December 31, 2021 and 2020, the Company had cumulative net operating loss (“NOL”) carryforwards for federal income tax purposes of
approximately $17.5 million and $9.6 million, respectively, which begin to expire in 2031. The Company has remaining cumulative net operating loss
carryforwards for state income tax purposes of approximately $18.1 million and $9.1 million as of December 31, 2021 and 2020, respectively, which also
begin to expire in 2031. Use of these NOL carryforwards may be limited under Internal Revenue Code (“IRC”) Section 382 if the Company experiences
an ownership change as defined in IRC Section 382. The Company has not completed a study to assess NOL’s under IRC Section 382. The Company will
perform an analysis when the Company reaches a position of taxable income requiring the use of NOL carryforwards.
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As of December 31, 2021 and 2020, the Company had no uncertain tax positions or potential losses related to uncertain tax positions.

 
9. PREFERRED STOCK

The Company has issued two series of preferred stock (Series A and Series B). Information related to these issuances of stock is as follows:

Series A convertible redeemable preferred stock (“Series A”)

On May 14, 2014, 2,042,483 Series A shares were issued, with a par value of $0.0001 per share, in exchange for $3.1 million. 

Series B convertible redeemable preferred stock (“Series B”) 

On June 2, 2017, 1,459,462 Series B shares were issued, with a par value of $0.0001 per share, in exchange for $4.3 million.

Redemption

At the election of the Series A preferred stockholders at any time following March 31, 2018, the Company can be required to redeem the Series A
preferred stock at a redemption price equal to $2.295 plus any accrued and unpaid dividends and to structure the redemption payments as equal
installments paid quarterly over a 24- month period. Series A preferred stockholders have certain defined registration rights outlined in the Series A
Preferred Stock Purchase Agreement executed in May 2014.

At the election of the Series B preferred stockholders at any time following March 31, 2020, the Company can be required to redeem the Series B
preferred stock at a redemption price equal to $4.45335 plus any accrued and unpaid dividends and to structure the redemption payments as equal
installments paid quarterly over a 24-month period.

Conversion

The Series A and Series B preferred stock are convertible to common stock at the election of a majority of the preferred shareholders or via
automatic conversion upon the occurrence of a firm initial public offering, as defined in the stock purchase agreement. The Series A and Series B preferred
stock may be converted to equal number of shares of common stock. The conversion rate will be subjected to adjustments for stock dividends, stock splits
and other such equity transactions.

Voting

Each Series A and Series B preferred stockholder shall be entitled to the number of votes equal to the number of shares of common stockholders into
which such preferred shares of Series B and Series A could be converted immediately after the close of business on the record date fixed for such meeting
or the effective date of such written consent and shall have voting rights and powers equal to the voting rights and powers of the common stockholders and
shall be entitled to notice of any stockholders’ meeting in accordance with the bylaws of the Company.

Liquidation

Upon any liquidation, dissolution, or winding up of the Company, whether voluntary or involuntary (a “Liquidation Event”) or any asset transfer or
acquisition, before any distribution or payment shall be made to the
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holders of any Series A preferred stock or the holders of any common stock, the holders of Series B preferred stock shall be entitled to be paid out of the
assets of the Company legally available for distribution for each share of Series B preferred stock held by them, an amount per share of Series B preferred
stock equal to the greater of (i) two times (2x) the Series B Original Issue Price ($2.9689) plus all declared and unpaid dividends on the Series B preferred
stock, and (ii) such amount per share as would have been payable had all shares of Series B preferred stock been converted into shares of common stock
immediately prior to such Liquidation Event or such asset transfer or acquisition. As of December 31, 2021 and 2020, the holders of the shares of Series B
preferred stock are entitled to a liquidation preference of approximately $8.7 million in the event of any liquidation, dissolution or winding up of the
Company as of such year end.

Upon any Liquidation Event, before any distribution or payment shall be made to the holders of any common stock, the holders of Series A
preferred stock shall be entitled to be paid out of the assets of the Company legally available for distribution for each share of Series A preferred stock
held by them, an amount per share of Series A preferred stock equal to two times (2x) the Original Issue Price of $1.53, plus all declared and unpaid
dividends on the Series preferred stock. 

As of December 31, 2021 and 2020, the holders of the shares of Series A preferred stock are entitled to a liquidation preference of approximately
$6.3 million in the event of any liquidation, dissolution or winding up of the Company as of such year end.

After the payment of the full liquidation preferences of the Series A preferred stock, the remaining assets of the Company legally available for
distribution, if any, shall be distributed ratably to the holders of the common stock.

Dividend Rights

So long as any preferred shares of Series B and Series A are outstanding, the Company shall not pay or declare any dividend, whether in cash or
property, or make any other distribution on the common stock, or purchase, redeem or otherwise acquire for value any shares of common stock, except for:
(i) acquisitions of common stock by the Company pursuant to agreements that permit the Company to repurchase such shares at cost (or the lesser of cost
or fair market value) upon termination of services to the Company; (ii) acquisitions of common stock in exercise of the Company’s right of first refusal to
repurchase such shares; or (iii) distributions to holders of common stock in accordance with Sections 3 and 4 of the Company’s third amended and restated
certificate of incorporation. In the event dividends are paid on any share of Common Stock, the Company shall pay an additional dividend on all
outstanding shares of Series Preferred in a per share amount equal (on an as-if-converted to Common Stock basis) to the amount paid or set aside for each
share of Common Stock. Such dividends shall be payable only when, as and if declared by the board of directors of the Company. Upon the closing of the
Business Combination, the outstanding shares of preferred stock were converted into shares of common stock of the post combination company at an
exchange ratio of approximately 4.34.

 
10. COMMON STOCK

Holders of common stock are entitled to one vote per share and, upon liquidation or dissolution, are entitled to receive all assets available for
distribution to common stockholders. The holders of common stock have no preemptive or other subscription rights, and there is no redemption or sinking
fund provisions with respect to such shares.

Common stock is subordinate to the preferred stock with respect to rights upon liquidation of the Company.

 
11. STOCK COMPENSATION PLAN

Stock Options

In 2013, the Company adopted a stock compensation plan pursuant to which the Company’s board of directors is authorized to issue stock options or
nonvested shares to officers and key employees in an amount up
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to 611,833 shares of its common stock. Stock options can be granted with an exercise price less than, equal to or greater than the stock’s fair market value
at the date of grant. Stock options granted under the plan have a 10-year term and generally vest ratably over a period of four years.

At December 31, 2021, 2020 and 2019, there were 415,773, 406,398 and 557,363 shares available respectively, for grant under the 2013 Stock
Incentive Plan.

Summary information related to stock options outstanding as of December 31, 2021, 2020 and 2019 is as follows:
 

   Outstanding Stock Options 
Outstanding at January 1, 2019    54,470 
Granted    —   
Exercised    —   
Forfeited / Terminated    —   

  

Outstanding at December 31, 2019    54,470 
Granted    191,590 
Exercised    —   
Forfeited / Terminated    (25,000) 

  

Outstanding at December 31, 2020    221,060 
  

Granted    —   
Exercised    —   
Forfeited / Terminated    (25,000) 

  

Outstanding at December 31, 2021    196,060 
  

The weighted average exercise price of the outstanding options was $2.85, $2.95 and $1.52 per share as of December 31, 2021, 2020 and 2019,
respectively, 163,444, 137,421 and 53,200, respectively, of which are fully vested and exercisable as of December 31, 2021, 2020 and 2019, respectively,
and start to expire in January 2023.

The Company recognized $52 thousand and $130 thousand in stock compensation expense for the year ending December 31, 2021 and 2020,
respectively. Stock compensation expense for the year ending December 31, 2019 was not material. The fair value of each option award is estimated on the
date of grant using the Black-Scholes option pricing model. Since the Company’s shares are not publicly traded and its shares are rarely traded privately,
expected volatility is computed based on the historical volatility of similar entities with publicly traded shares. The risk-free rate for the expected term of
the option is based on the U.S. Treasury yield to curve in effect at the time of grant.

The Company has no history or expectations of paying dividends on its common stock.

There were no options issued during the year ended December 31, 2021 and 2019, and 191,590 issued during the year ended December 31, 2020.

The following table summarizes the assumptions used in the calculation of the fair market value for awards granted during the year ended
December 31, 2020:

Valuations assumptions
 

Expected dividend yield    0% 
Expected volatility    47% 
Expected term (years)    6 
Risk-free interest rate    1.35% 

F-26



Table of Contents

At December 31, 2021, 2020 and 2019, there were approximately $23 thousand, $44 thousand and $1 thousand, respectively, of total unrecognized
stock compensation cost related to nonvested share-based compensation arrangements granted under the plan. That cost is expected to be recognized over a
weighted average period of one year. 

 
12. RETIREMENT PLAN

The Company sponsors a defined contribution retirement plan (the “Plan”) under the provisions of section 401(k) of the Internal Revenue Code for
the benefit of substantially all employees. The Company does not match contributions to the Plan.

 
13. ACQUISITION

On December 2, 2021, the Company acquired the assets of Betabrand through a credit bid of $7 million on Betabrand’s outstanding indebtedness.
The Company engaged a third-party specialist to perform a purchase price valuation, which resulted in goodwill of $3.1 million. The following table
summarizes the finalized fair value of the assets and assumed liabilities (in thousands): 
 

   As of December 2, 2021 
Acquired assets   
Inventory   $ 2,408 
Other current assets    741 
Property and equipment    26 
Internal-use software and website    348 
Intangible assets   

Customer relationships    2,538 
Developed technology    748 
Trade name    438 

Security Deposits    19 
  

Total identifiable assets   $  7,266 
Liabilities assumed   
Accounts payable   $ 151 
Deferred revenue    3,224 

  

Total liabilities   $ 3,375 

On December 31, 2021, the Company and CFL entered into a Limited Liability Operating Agreement (the “LLC Agreement”), whereby Nogin
contributed certain assets acquired from the Betabrand acquisition and entered into a MSA with IPCO to provide certain eCommerce services, marketing,
photography, customer service and merchant credit card monitor fraud services; and CFL entered into a Master Supply Agreement with IPCO and agreed
to procure the supply of inventory to IPCO, provide manufacturing, fulfillment, logistics and warehousing services for the inventory. The Company and
CFL each received fifty percent ownership.

During the period of December 3, 2021 to December 30, 2021, the Company recorded financial information related to Betabrand as follows (in
thousands):
 

   December 3-30, 2021 
Net revenue   $ 4,317 
Gross margin   $ 3,156 
Net income   $ 560 
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14. RELATED PARTY TRANSACTIONS

The Company provides services to its joint ventures, ModCloth and IPCO under Master Services Agreements, which were entered into on April 25,
2021 and December 31, 2021, respectively. Sales to ModCloth represented $8.1 million of revenue during the twelve months ended December 31, 2021.
Sales to IPCO on December 31, 2021 were not material. As of December 31, 2021, receivables from ModCloth of $5.3 million were included in related
party receivables, net on the consolidated balance sheets.

15. REVENUE

Disaggregation of Revenue

The Company has four major streams of revenue. CaaS service revenue, product revenue and shipping revenue are considered transferred to
customers at the point of sale. Marketing and other revenue (other than B2C fulfillment services for rental space) are considered transferred to customers
when services are performed. Thus, these revenues streams are recognized at a point in time. B2C fulfillment services for rental space is recognized over
time.

The following table presents a disaggregation of the Company’s revenues by revenue source for the year ended December 31, 2021, 2020 and 2019
(in thousands):
 

   For Years Ended December 31,  
         2021               2020               2019       
Commerce-as-a-Service Revenue   $ 19,830   $ 20,227   $ 22,460 
Product Sales Revenue    51,346    —      —   
Marketing Revenue    19,249    14,142    10,177 
Shipping Revenue    7,030    5,363    3,535 
Other Revenue    3,893    5,785    4,782 

      

Total Revenue   $ 101,348   $ 45,517    40,954 
      

 
16. SEGMENT REPORTING

The Company conducts business domestically and our revenue is managed on a consolidated basis. Our Chief Executive Officer, who is our Chief
Operating Decision Maker, reviews financial information presented on a consolidated basis for purposes of allocating resources and evaluating financial
performance. There are no segment managers who are held accountable for operations, operating results, and plans for levels, components, or types of
products or services below the consolidated unit level. Accordingly, the Company is considered to be a single reportable segment.

All of the Company’s long-lived assets and external customers are located within the United States.
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17. EARNINGS PER SHARE

Basic and diluted net loss per share are computed using the two-class method as required when there are participating securities. The Company’s
redeemable convertible preferred stock are participating securities as the holders of the redeemable convertible preferred stock are entitled to participate
with in dividends with common stock. In periods of net income, net income is attributed to common stockholders and participating securities based on
their participating rights. Net losses are not allocated to the participating securities as the participating securities do not have a contractual obligation to
share in any losses. The following table presents the Company’s basic and diluted net loss per share: 
 

   Twelve Months ended December 31,  
(In thousands, except share and per share
amounts)           2021                   2020                 2019       
Numerator: Basic EPS       
Net loss   $ (65)   $ (1,140)   $ —   
Less: Undistributed earnings attributable 

to participating securities    —      —      —   
      

Net loss attributable to common 
stockholders-basic   $ (65)   $ (1,140)   $ —   

      

Denominator: Basic EPS       
Weighted average shares of common 

stock outstanding-basic    39,621,946    39,621,946    39,621,946 
      

Net loss per share attributable to 
common stock-basic   $ (0.00)   $ (0.03)   $ —   

      

Numerator: Diluted EPS       
Net loss attributable to common 

stockholders-basic   $ (65)   $ (1,140)   $ —   
Denominator: Diluted EPS       
Weighted average shares of common 

stock outstanding-basic    39,621,946    39,621,946    39,621,946 
Dilutive potential shares of common 

stock:       
Options to purchase shares of 

common stock    —      —      —   
Warrants to purchase shares of 

common stock    —      —      —   
      

Weighted average shares of common 
stock outstanding-diluted    39,621,946    39,621,946    39,621,946 

Net loss per share attributable to 
common stock-diluted   $ (0.00)   $ (0.03)   $ —   

      

The Company’s potentially dilutive securities below, have been excluded from the computation of diluted net loss per share as they would be anti-
dilutive.
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Weighted-average number of potentially anti-dilutive shares excluded from calculation of earnings per share
 

  Twelve Months ended December 31,  
        2021              2020                  2019       
Series A convertible, redeemable preferred shares   2,042,483   2,042,483   2,042,483 
Series B convertible, redeemable preferred shares   1,459,462   1,459,562   1,459,562 

 
18. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company has entered into lease agreements for offices and warehouses located in California.

As of December 31, 2021, the monthly lease payments for the leases range from approximately $35 thousand to approximately $82 thousand and the
leases expire at various times through November 2028. Some of the leases contain renewal options.

Minimum rent payments under all operating leases are recognized on a straight-line basis over the term of the lease including any periods of free
rent, and any difference between rental payments and straight-line is recognized as deferred rent in the accompanying consolidated balance sheet.

Rent expense for the years ended December 31, 2021, 2020 and 2019 was approximately $4.0 million, $2.8 million and $2.0 million, respectively,
and is included in general and administrative expenses in the consolidated statements of operations.

In July 2018, the Company assumed the operating lease for office space of the entity with which an asset purchase agreement (APA) was executed.
The monthly lease payment is $75 thousand and expires in May 2023. The future minimum lease payments are included in the table below. The Company
subleased the office space to a third-party in December 2018 for approximately $87 thousand per month. The sublease agreement will expire in May 2023.
Future rental income is as follows: approximately $1.0 million per year during 2021 – 2022 and approximately $435 thousand in 2023.

Future minimum lease payments under non-cancelable terms are as follows (in thousands):
 

   As of December 31, 2021 
2022   $ 3,017 
2023    1,272 
2024    873 
2025    900 
2026    927 
Thereafter    1,853 

  

Total minimum lease payments   $ 8,842 
  

Litigation

In the ordinary course of business, the Company may face various claims brought by third parties and the Company may, from time to time, make
claims or take legal actions to assert its rights, including intellectual property disputes, contractual disputes, and other commercial disputes. Any of these
claims could subject the Company to litigation. As of December 31, 2021 there are no claims that would cause a material impact on the consolidated
financial statements.
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Indemnities

The Company’s directors and officers agreements require us, among other things, to indemnify the director or officer against specified expenses and
liabilities, such as attorneys’ fees, judgments, fines and settlements, paid by the individual in connection with any action, suit or proceeding arising out of
the individual’s status or service as our director or officer, other than liabilities arising from willful misconduct or conduct that is knowingly fraudulent or
deliberately dishonest, and to advance expenses incurred by the individual in connection with any proceeding against the individual with respect to which
the individual may be entitled to indemnification by the Company. The Company also indemnifies its lessor in connection with its facility lease for certain
claims arising from the use of the facilities.

These indemnities do not provide for any limitation of the maximum potential future payments the Company could be obligated to make.
Historically, the Company has not incurred any payments for these obligations and, therefore, no liabilities have been recorded for these indemnities in the
accompanying consolidated balance sheets.

 
19. SUBSEQUENT EVENTS

In the second quarter of 2022, the Company entered into promissory notes with various internal investors in exchange for cash of $7.0 million. The
notes have terms of one-year and bear per annum interest at the rate of 7.75% plus then current prime rate of 3.5%. The Company is required to make nine
interest-only payments, followed by three principal payments. Principal balance is due the earliest of closing of the transaction (note 1), other early
repayment or refinance of debt, private convertible note or equity financing or the maturity date of May 2023. In connection with the promissory notes, the
Company issued warrants (“promissory note warrants”) to purchase up to 31,024 shares of fully diluted common stock of the Company at an exercise
price of $0.01 per share. The promissory notes were repaid at the closing of the Business Combination and the warrants were converted into a number of
shares of the Company’s common stock.

In July 2022, the Company amended the Note Agreement to borrow an additional $3 million from the same financial institution providing the Note
Agreement, which bear interest at a rate per annum of 7.75% plus the greater of 3.5% or the primate rate as publish by the Wall Street Journal. In
connection with this borrowing, the Company issued warrants to purchase up to 13,343 shares of common stock of the Company at an exercise price of
$0.01 per share. Such warrants, along with the promissory note warrants (Note 6) were converted into a number of shares of the Company’s common stock
prior to closing of the transaction in accordance with the related warrant agreements. The promissory notes were repaid at the closing of the Business
Combination.

In July 2022, the beneficiary to the letter of credit issued against the line of credit (Note 6) exercised the right to draw on the line, which increased
the amount owed on the line of credit by $3 million. The line of credit was repaid at the closing of the Business Combination.

On December 1, 2022, Tiger Capital assigned its interest in Modcloth to the Company for $1.5 million, at which point Modcloth became a wholly
owned subsidiary of the Company. In addition, the Company paid the remaining balance of approximately $1 million on the inventory financing
arrangement between Modcloth and Tiger Capital.
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Nogin, Inc.
Unaudited Condensed Consolidated Balance Sheets

(In thousands, except share and per share data)
 
   September 30, 2022  December 31, 2021 
ASSETS    
Current assets:    
Cash   $ 15,827  $ 1,071 
Accounts receivable, net    1,631   1,977 
Related party receivables    8,477   5,356 
Inventory    12,520   22,777 
Prepaid expenses and other current assets    4,625   2,915 

  

Total current assets    43,080   34,096 
  

Restricted cash    1,500   3,500 
Property and equipment, net    3,080   1,789 
Intangible assets, net    939   1,112 
Investment in unconsolidated affiliates    11,675   13,570 
Other non-current asset    666   664 

  

Total assets   $ 60,940  $ 54,731 
  

LIABILITIES, CONVERTIBLE REDEEMABLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT    

Current liabilities:    
Accounts payable   $ 17,200  $ 16,098 
Due to clients    3,534   5,151 
Related party payables    229   —   
Accrued expenses and other liabilities    16,335   14,018 

  

Total current liabilities    37,298   35,267 
  

Line of credit    —     348 
Long-term note payable, net    —     19,249 
Convertible notes    74,486   —   
Deferred tax liabilities    1,308   1,174 
Other long-term liabilities    17,988   734 

  

Total liabilities    131,080   56,772 
  

Commitments and contingencies (Note 17)    
CONVERTIBLE REDEEMABLE PREFERRED STOCK    
Series A convertible, redeemable preferred stock, $0.0001 par value, 8,864,495 shares

authorized, issued and outstanding, as of December 31, 2021    —     4,687 
Series B convertible, redeemable preferred stock, $0.0001 par value, 6,944,093 shares

authorized, 6,334,150 shares issued and outstanding, as of December 31, 2021    —     6,502 
STOCKHOLDERS’ DEFICIT    
Common stock, $0.0001 par value, 500,000,000 and 60,760,816 shares authorized;

66,694,295 and 39,621,946 shares issued and outstanding as of September 30, 2022 and
December 31, 2021    7   4 

Additional paid-in capital    9,233   4,358 
Treasury stock    —     (1,330) 
Accumulated deficit    (79,380)   (16,262) 

  

Total stockholders’ deficit    (70,140)   (13,230) 
  

Total liabilities, convertible redeemable preferred stock and stockholders’ deficit   $ 60,940  $ 54,731 
  

See the accompanying notes to unaudited condensed consolidated financial statements.
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Nogin, Inc.
Unaudited Condensed Consolidated Statements of Operations

(In thousands, except share and per share data)
 
  Three Months Ended September 30,   Nine Months Ended September 30,  
            2022                      2021                      2022                      2021           
Net service revenue  $ 10,013  $ 9,071  $ 27,800  $ 31,242 
Net product revenue   8,645   15,224   29,401   19,739 
Net revenue from related parties   2,316   2,652   9,321   4,240 
Total net revenue   20,974   26,947   66,522   55,221 
Operating costs and expenses:     
Cost of services (1)   6,304   5,250   17,496   16,721 
Cost of product revenue (1)   7,956   6,049   23,363   7,957 
Sales and marketing   925   528   2,111   1,205 
Research and development   1,400   1,609   4,227   4,033 
General and administrative   15,969   15,658   46,332   30,300 
Depreciation and amortization   194   144   614   384 
Total operating costs and expenses   32,748   29,238   94,143   60,600 
Operating loss   (11,774)   (2,291)   (27,621)   (5,379) 
Interest expense   (2,568)   (254)   (4,685)   (374) 
Change in fair value of promissory notes   (1,995)   —     (4,561)   —   
Change in fair value of derivative instruments   64   —     64   —   
Change in fair value of unconsolidated affiliates   87   —     (1,895)   4,937 
Change in fair value of convertible notes   (9,182)   —     (9,182)   —   
Debt extinguishment loss   (1,885)   —     (1,885)   —   
Other (loss) income, net   (1,574)   2,660   87   2,972 
(Loss) Income before income taxes   (28,827)   115   (49,678)   2,156 
Provision for income taxes   69   366   134   82 
Net (loss) income  $ (28,896)  $ (251)  $ (49,812)  $ 2,074 
Net (loss) income per common share – basic  $ (0.58)  $ (0.01)  $ (1.16)  $ 0.04 
Net (loss) income per common share – diluted  $ (0.58)  $ (0.01)  $ (1.16)  $ 0.04 
Weighted average shares outstanding – basic   49,921,209   39,621,946   43,092,760   39,621,946 
Weighted average shares outstanding – diluted   49,921,209   39,621,946   43,092,760   40,896,279 
 
(1) Exclusive of depreciation and amortization shown separately.

See the accompanying notes to unaudited condensed consolidated financial statements
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Nogin, Inc.
Unaudited Condensed Consolidated Statements of Convertible Redeemable Preferred

Stock and Stockholders’ Deficit
(In thousands, except share data)

 
  Convertible Redeemable Preferred Stock  

 Common Stock  
 

Additional
Paid-in Capital  

Treasury
Stock   

Accumulated
Deficit   

Total
Stockholders’

Deficit  
  Series A   Series B  
  Shares   Amount  Shares   Amount  Shares   Amount 
Balance, December 31, 2020   2,042,483  $ 4,687   1,459,462  $ 6,502   9,129,358  $ 1  $ 4,308  $ (1,330)  $ (16,197)  $ (13,218) 
Retroactive application of reverse

recapitalization (1)   6,822,012   —     4,874,688   —     30,492,588   3   (3)   —     —     —   
Balance, December 31, 2020, as adjusted   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,305   (1,330)   (16,197)   (13,218) 
Net loss   —     —     —     —     —     —     —     —     (1,494)   (1,494) 
Balance, March 31, 2021   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,305   (1,330)   (17,691)   (14,712) 
Stock-based compensation   —     —     —     —     —     —     32   —     —     32 
Net income   —     —     —     —     —     —     —     —     3,819   3,819 
Balance, June 30, 2021   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,337   (1,330)   (13,872)   (10,861) 
Stock-based compensation   —     —     —     —     —     —     16   —     —     16 
Net loss   —     —     —     —     —     —     —     —     (251)   (251) 
Balance, September 30, 2021   8,864,495  $ 4,687   6,334,150  $ 6,502   39,621,946  $ 4  $ 4,353  $ (1,330)  $ (14,123)  $ (11,096) 
Balance, December 31, 2021   2,042,483  $ 4,687   1,459,462  $ 6,502   9,129,358  $ 1  $ 4,361  $ (1,330)  $ (16,262)  $ (13,230) 
Retroactive application of reverse

recapitalization (1)   6,822,012   —     4,874,688   —     30,492,588   3   (3)   —     —     —   
Balance, December 31, 2021, as adjusted   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,358   (1,330)   (16,262)   (13,230) 
Stock-based compensation   —     —     —     —     —     —     58   —     —     58 
Net loss   —     —     —     —     —     —     —     —     (9,942)   (9,942) 
Balance, March 31, 2022   8,864,495   4,687   6,334,150   6,502   39,621,946   4   4,416   (1,330)   (26,204)   (23,114) 
Stock-based compensation   —     —     —     —     —     —     25   —     —     25 
Warrant issuance   —     —     —     —     —     —     713   —     —     713 
Net loss   —     —     —     —     —     —     —     —     (10,973)   (10,973) 
Balance, June 30, 2022   8,864,495   4,687   6,334,150   6,502   39,621,946   4   5,154   (1,330)   (37,177)   (33,349) 
Stock-based compensation   —     —     —     —     —     —     17   —     —     17 
Net settlement of liability classified warrants

into common stock   —     —     —     —     202,680   —     1,706   —     —     1,706 
Net settlement of equity classified warrants into

common stock   —     —     —     —     559,051   —     —     —     —     —   
Exercise of stock options   —     —     —     —     199,147   —     84   —     —     84 
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  Convertible Redeemable Preferred Stock  
 Common Stock  

 
Additional

Paid-in Capital  
Treasury

Stock   
Accumulated

Deficit   

Total
Stockholders’

Deficit  
  Series A   Series B  
  Shares   Amount  Shares   Amount  Shares   Amount 
Conversion of redeemable 

convertible preferred stock to 
common shares and cancellation of 
treasury shares   (8,864,495)   (4,687)   (6,334,150)   (6,502)   15,198,645   2   9,857   1,330   —     11,189 

Reverse capitalization, net of 
transaction costs   —     —     —     —     10,864,076   1   (8,439)   —     (13,307)   (21,745) 

Equity classified warrants issued 
with PIPE convertible notes   —     —     —     —     —     —     366   —     —     366 

Common stock issued to settle PIPE 
convertible note issuance costs   —     —     —     —     48,750   —     488   —     —     488 

Net loss   —     —     —     —     —     —     —     —     (28,896)   (28,896) 
Balance, September 30, 2022   —    $ —     —    $ —     66,694,295  $ 7  $ 9,233  $ —    $ (79,380)  $ (70,140) 

 
(1) As part of the Business Combination (as disclosed in Note 1), all share information has been retrospectively adjusted using the exchange ratio stipulated by the Merger

Agreement.

See the accompanying notes to unaudited condensed consolidated financial statements
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Nogin, Inc.
Unaudited Condensed Consolidated Statements of Cash Flows

(In thousands)
 

   
Nine Months Ended

September 30,  
   2022   2021  
CASH FLOWS FROM OPERATING ACTIVITIES:    
Net (loss) income   $ (49,812)  $ 2,074 
Adjustments to reconcile net (loss) income to net cash used by operating activities:    
Depreciation and amortization    614   384 
Amortization of debt issuance costs and discounts    2,154   42 
Debt issuance costs expensed under fair value option    2,034   —   
Amortization of contract acquisition costs    —     362 
Stock-based compensation    100   48 
Deferred income taxes    134   —   
Change in fair value of unconsolidated affiliates    1,895   (4,937) 
Change in fair value of warrant liability    717   —   
Change in fair value of promissory notes    4,561   —   
Change in fair value of convertible notes    9,182   —   
Change in fair value of derivatives    (64)   —   
Loss on extinguishment of debt    1,885   —   
Settlement of deferred revenue    (1,611)   —   
Gain on extinguishment of PPP loan    —     (2,266) 
Other    (321)   74 
Changes in operating assets and liabilities:    
Accounts receivable    346   1,605 
Related party receivables    (3,120)   (4,587) 
Inventory    10,257   (17,935) 
Prepaid expenses and other current assets    (4,037)   (1,130) 
Accounts payable    1,875   10,933 
Due to clients    (1,617)   (9,204) 
Related party payables    229   —   
Accrued expenses and other liabilities    (688)   1,932 

  

Net cash used in operating activities    (25,287)   (22,605) 
CASH FLOWS FROM INVESTING ACTIVITIES:    
Purchases of property and equipment    (1,744)   (558) 
Investment in unconsolidated affiliates    —     (1,500) 

  

Net cash used in investing activities    (1,744)   (2,058) 
CASH FLOWS FROM FINANCING ACTIVITIES:    
Exercise of stock options    84   —   
Proceeds from business combination, net of issuance costs    1,375   —   
Proceeds from long-term notes payable    —     10,000 
Payment of long-term notes payable    (20,950)   —   
Proceeds from promissory notes    8,000   —   
Proceeds from promissory notes – related parties    2,175   —   
Payment of promissory notes    (12,033)   —   
Payment of promissory notes – related parties    (3,130)   —   
Payment of debt issuance costs    (397)   (125) 
Proceeds from PIPE convertible note issuance    65,500   —   
Prepayment and other fees paid upon early settlement of debt    (489)   —   
Proceeds from line of credit    114,981   121,251 
Repayments of line of credit    (115,329)   (116,251) 

  

Net cash provided by financing activities    39,787   14,875 
  

NET (DECREASE) INCREASE IN CASH AND RESTRICTED CASH    12,756   (9,788) 
Beginning of period    4,571   16,168 

  

End of period   $ 17,327  $ 6,380 
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Nine Months Ended

September 30,  
   2022    2021  
SUPPLEMENTAL CASH FLOW INFORMATION     
Cash paid for interest   $ 2,231   $ 49 
Cash paid for taxes    210    —   
Non Cash Investing and Financing Activities     
Issuance of common stock to settle transaction and advisory costs    3,588    —   
Deferred transaction and advisory fees    10,979    —   
Cash election consideration payable at closing of Business Combination    9,198    —   
Conversion of redeemable convertible preferred stock into common stock    11,189    —   
Net settlement of liability classified warrants    1,706    —   
SCHEDULE OF CASH AND RESTRICTED CASH     
Cash   $15,827   $4,380 
Restricted cash    1,500    2,000 

    

Total cash and restricted cash   $17,327   $6,380 
    

See the accompanying notes to unaudited condensed consolidated financial statements
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1. DESCRIPTION OF BUSINESS

Nogin (the “Company”) is an e-commerce, technology platform provider that delivers Commerce-as-a-Service (“CaaS”) solutions as a headless, flexible
full stack enterprise commerce platform with cloud services and optimizations along with experts for brands and retailers that provide a unique
combination of customizability and sales efficiency. The Company manages clients’ front-to-back-end operations so clients can focus on their business.
The Company’s business model is based on providing a comprehensive e-commerce solution to its customers on a revenue sharing basis. Unless the
context otherwise requires, references in this subsection to “we,” “our,” “Nogin” and the “Company” refer to the business and operations of Legacy Nogin
(as defined below) and its consolidated subsidiaries prior to the Business Combination (as defined below) and to Nogin, Inc. (formerly known as Software
Acquisition Group Inc. III) and its consolidated subsidiaries following the consummation of the Business Combination.

The Company’s headquarters and principal place of business are in Tustin, California.

Business Combination

On August 26, 2022 (the “Closing Date”), the Company completed its previously announced Business Combination pursuant to the Agreement and Plan of
Merger (the “Merger Agreement”), dated as of February 14, 2022 (as amended on April 19, 2022 and August 26, 2022), by and among the Company
(formerly known as Software Acquisition Group Inc. III (“SWAG”)), Nuevo Merger Sub, Inc., a wholly owned subsidiary of SWAG (“Merger Sub”), and
Branded Online, Inc. dba Nogin (“Legacy Nogin”). Pursuant to the Merger Agreement, Merger Sub was merged with and into Legacy Nogin, with Legacy
Nogin surviving the Business Combination as a wholly owned subsidiary of the Company (the “Business Combination” and, together with the other
transactions contemplated by the Merger Agreement, the “Transactions”).

While Legacy Nogin became a wholly-owned subsidiary of the Company, Legacy Nogin was deemed to be the acquirer in the Business Combination for
accounting purposes. Accordingly, the Business Combination was accounted for as a reverse recapitalization, in which case the condensed consolidated
financial statements of the Company represent a continuation of Legacy Nogin and the issuance of common stock and cash consideration in exchange for
the net assets of SWAG recognized at historical costs and no recognition of goodwill or other intangible assets. Operations prior to the Business
Combination are those of Legacy Nogin and all share and per-share data included in these condensed consolidated financial statements have been
retroactively adjusted to give effect to the Business Combination.

As a result of the Business Combination, equityholders of Legacy Nogin received approximately 54.3 million shares of the Company’s common stock
(“Common Stock”) and cash consideration of $15.0 million, of which $10.9 million was deferred on the Closing Date (Note 9).

The treatment of the Business Combination as a reverse recapitalization was based on the stockholders of Legacy Nogin holding the majority of voting
interests of the Company, Legacy Nogin’s existing management team serving primarily as the initial management team of the Company, Legacy Nogin’s
appointment of the majority of the initial board of directors of the Company and Legacy Nogin’s operations comprising the ongoing operations of the
Company.

In connection with the Business Combination, the Company received proceeds of approximately $58.8 million from SWAG’s trust account, net of
redemptions by SWAG’s public shareholders, as well as approximately $65.5 million in proceeds from the contemporaneous issuance of convertible notes
(the “Convertible Notes”). The aggregate cash raised has been and will be used for general business purposes, the paydown of Legacy Nogin’s outstanding
debt, the payment of transaction costs and the payment of the cash consideration.
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The following table reconciles the elements of the Business Combination to the condensed consolidated statements of cash flows and the condensed
consolidated statements of convertible redeemable preferred stock and stockholders’ deficit for the nine months ended September 30, 2022:
 

   Recapitalization 
Cash—SWAG trust and cash, net of redemptions    58,841 
Cash—PIPE equity financing    1,052 
Less: Transaction and advisory fees paid in cash    (54,409) 
Less: Cash election consideration paid in cash at the Closing Date    (4,109) 

  

Net proceeds from Business Combination    1,375 
Plus: Issuance of common stock to settle certain transaction costs    3,588 
Less: non-cash items charged against additional paid-in capital    (17,510) 
Less: Deferred cash election consideration (Note 9)    (9,198) 

  

Net contributions from Business Combination and PIPE equity financing    (21,745) 
  

The number of shares of Common Stock outstanding immediately following the consummation of the Business Combination was as follows:
 

   Number of Shares 
SWAG Common Stock, outstanding prior to the Business Combination    28,509,835 
Less: Redemption of SWAG shares    (17,021,595) 

  

SWAG Common Stock    11,488,240 
Shares issued in PIPE equity financing    517,079 
Shares issued to financial advisors to settle transaction and issuance costs    407,500 

  

Business Combination and PIPE equity financing shares    12,412,819 
Nogin shares    54,281,476 

  

Total shares of common stock immediately after Business Combination    66,694,295 
  

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying unaudited condensed financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”) for interim financial information and in accordance with the instructions to Form 10-Q and Article 8 of Regulation
S-X of the Securities and Exchange Commission (“SEC”). Certain information or footnote disclosures normally included in financial statements prepared
in accordance with GAAP have been condensed or omitted, pursuant to the rules and regulations of the SEC for interim financial reporting. Accordingly,
they do not include all the information and footnotes necessary for a complete presentation of financial position, results of operations, or cash flows. In the
opinion of management, the accompanying unaudited condensed financial statements include all adjustments, consisting of a normal recurring nature,
which are necessary for a fair presentation of the financial position, operating results and cash flows for the periods presented.
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The accompanying unaudited condensed financial statements should be read in conjunction with the Company’s Consolidated Financial Statements for the
year ended December 31, 2021, which are included in the Company’s registration statement on Form S-1 filed with the SEC on September 16, 2022. The
interim results for the nine months ended September 30, 2022 are not necessarily indicative of the results to be expected for the period ending
December 31, 2022, or for any future annual or interim periods.

Emerging Growth Company

The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the Jumpstart Our Business Startups Act
of 2012 (the “JOBS Act”), and it may take advantage of certain exemptions from various reporting requirements that are applicable to other public
companies that are not emerging growth companies.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies (that is, those that have not had a Securities Act registration statement declared effective or do not have a class of
securities registered under the Exchange Act) are required to comply with the new or revised financial accounting standards. The JOBS Act provides that a
company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth companies but any
such election to opt out is irrevocable. The Company has elected not to opt out of such extended transition period which means that when a standard is
issued or revised and it has different application dates for public or private companies, the Company, as an emerging growth company, can adopt the new
or revised standard at the time private companies adopt the new or revised standard.

Liquidity

Our primary requirements for liquidity and capital are working capital, inventory management, capital expenditures, public company costs and general
corporate needs. We expect these needs to continue as we develop and grow our business.

Prior to the Business Combination, the Company’s available liquidity and operations were financed through equity contributions, line of credit, promissory
notes and cash flow from operations. Subsequent to the Business Combination, the Company expects to fund operations through equity contributions and
cash flow from operations.

In the third quarter of 2022, the impacts from the Company’s inventory purchases, which began in 2021, were adversely affected by supply chain
challenges which have led to lower revenue and cash flow from operating activities. To address the resulting cash flow challenges, the Company has
implemented a comprehensive cost reduction and performance improvement program, including reduced headcount and elimination of certain
discretionary and general and administrative expenses.

As of September 30, 2022, we had cash and restricted cash of $15.8 million and $1.5 million, respectively, which consists of amounts held as bank
deposits. The Company believes its existing cash and restricted cash, together with the cash we expect to generate from future operations, will be sufficient
to support working capital and capital expenditure requirements for at least the next twelve months. The Company believes it has the ability to continue as
a going concern. However, because we are in the growth stage of our business and operate in an emerging field of technology, we expect to continue to
invest in research and development and expand our sales and marketing teams worldwide. We are likely to require additional capital to respond to
technological advancements, competitive dynamics or technologies, customer demands, business opportunities, challenges, acquisitions or unforeseen
circumstances and in either the short-term or long-term may determine to engage in equity or debt financings or enter into credit facilities for other
reasons. If we are unable to obtain adequate financing or financing on terms satisfactory to us, when we require it, our ability to continue to grow or support
our business and to respond to business challenges could be significantly limited. In particular, the widespread
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COVID-19 pandemic has resulted in, and may continue to result in, significant disruption of global financial markets, reducing our ability to access
capital. If we are unable to raise additional funds when or on the terms desired, our business, financial condition and results of operations could be
adversely affected.

COVID-19 Pandemic

In March 2020, the World Health Organization declared the COVID-19 outbreak a pandemic. At the onset of COVID-19, the Company anticipated an
impact to the business, its financial conditions and results of operations. The Company applied for and was granted a Paycheck Protection Plan (“PPP”)
loan. In addition, the Company has taken a number of actions to mitigate the impacts of the COVID-19 pandemic on its business. The Company witnessed
a large shift in consumer spending from retail stores to online stores, and as a result, there were no significant declines in revenue for the periods presented.
However, the impacts of the COVID-19 pandemic will depend on future developments, including the duration and spread of the pandemic. These
developments and the impacts of the COVID-19 pandemic on the financial markets and overall economy are highly uncertain and cannot be predicted.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, and the reported amounts of revenue and expenses during the reporting period. The Company prepared these estimates
based on the most current and best available information, but actual results could differ materially from these estimates and assumptions. Significant
estimates and assumptions reflected in the financial statements include, but are not limited to, the allowance for credit losses and revenue recognition,
including variable consideration for estimated reserves for returns and other allowances. Management bases its estimates on historical experience and on
assumptions that it believes to be reasonable under the circumstances, the results of which form the basis for making judgements about the carrying value
of assets and liabilities that are not readily apparent from other sources.

Accounts Receivable

The allowance for doubtful accounts was $425 thousand as of September 30, 2022 and $406 thousand as of December 31, 2021.

Inventory

Inventory is comprised entirely of finished goods for resale. The reserve for returns was $326 thousand as of September 30, 2022 and $532 thousand as of
December 31, 2021.

Concentration of Risks

Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist primarily of cash, restricted cash and
accounts receivables. The Company maintains cash balances at financial institutions. Amounts on deposit at these institutions are secured by the Federal
Deposit Insurance Corporation (“FDIC”). At various times, the Company has had bank deposits in excess of the FDIC’s insurance limit. The Company has
not experienced any losses in its cash accounts to date. Management believes that the Company is not exposed to any significant credit risk with respect to
its cash.

The Company performs ongoing credit evaluations of its customers and generally does not require collateral. As of September 30, 2022, receivables from
two customers amounted to $0.7 million (or 8% of accounts receivable) and $7.7 million (or 80% of accounts receivable). As of December 31, 2021,
receivables from two customers amounted to $1.1 million (or 15% of accounts receivable) and $5.4 million (or 73% of accounts receivable).
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Major Customers

For the nine months ended September 30, 2022, revenue from three customers amounted to $21.3 million (or 32% of total revenue), $9.6 million (or 14%
of total revenue), and $6.2 million (or 9% of total revenue). For the nine months ended September 30, 2021, revenue from three customer amounted to
$14.1 million (or 25% of total revenue), $10.8 million (or 19% of total revenue), and $7.1 million (or 13% of total revenue).

Major Suppliers

For the nine months ended September 30, 2022, three vendors accounted for $8.0 million (or 12% of total operating expense purchases), $6.8 million (or
10% of total operating expense purchases) and $6.3 million (or 9% of total operating expense purchases). For the nine months ended September 30, 2021,
three vendors accounted for $5.5 million (or 17% of total operating expense purchases), $4.0 million (or 13% of total operating expense purchases) and
$2.8 million (or 9% of total operating expense purchases).

Warrants

The Company accounts for warrants as either equity-classified or liability-classified instruments based on an assessment of the warrant’s specific terms
and applicable authoritative guidance in FASB ASC 480 and ASC Topic 815, “Derivatives and Hedging” (“ASC 815”). The assessment considers
whether the warrants are freestanding financial instruments pursuant to ASC 480, meet the definition of a liability pursuant to ASC 480, and whether the
warrants meet all of the requirements for equity classification under ASC 815, including whether the warrants are indexed to the Company’s own shares of
common stock, among other conditions for equity classification. This assessment, which requires the use of professional judgment, is conducted at the
time of warrant issuance and as of each subsequent quarterly period end date while the warrants are outstanding. For issued or modified warrants that meet
all of the criteria for equity classification, the warrants are required to be recorded as a component of additional paid-in capital at the time of issuance. For
issued or modified warrants that do not meet all the criteria for equity classification, the warrants are required to be recorded at their initial fair value on
the date of issuance, and each balance sheet date thereafter until settlement. Changes in the estimated fair value of the warrants are recognized as a
non-cash gain or loss on the condensed statements of operations.

Income Taxes

The Company follows the asset and liability method of accounting for income taxes under ASC Topic 740, “Income Taxes” (ASC 740). Deferred tax
assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statements carrying amounts
of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of
a change in tax rates is recognized in income in the period that included the enactment date. Valuation allowances are established, when necessary, to
reduce deferred tax assets to the amount expected to be realized.

ASC 740 prescribes a recognition threshold and a measurement attribute for the financial statement recognition and measurement of tax positions taken or
expected to be taken in a tax return. For those benefits to be recognized, a tax position must be more likely than not to be sustained upon examination by
taxing authorities. The Company recognizes accrued interest and penalties related to unrecognized tax benefits as income tax expense. There were no
unrecognized tax benefits and no amounts accrued for interest and penalties as of September 30, 2022. The Company is currently not aware of any issues
under review that could result in significant payments, accruals or material deviation from its position. The Company is subject to income tax
examinations by major taxing authorities since its inception.
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Revenue Recognition

Revenue is accounted for using Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 606, Revenue from
Contracts with Customers.

In accordance with ASC Topic 606, the Company recognizes revenue when control of the promised goods or services is transferred to the Company’s
customers, in an amount that reflects the consideration it expects to be entitled to in exchange for those goods or services. The Company determines
revenue recognition through the following steps:
 

 •  Identification of a contract with a customer,
 

 •  Identification of the performance obligations in the contract,
 

 •  Determination of the transaction price,
 

 •  Allocation of the transaction price to the performance obligations in the contract, and
 

 •  Recognition of revenue when or as the performance obligations are satisfied.

A performance obligation is a promise in a contract to transfer a distinct product. Performance obligations promised in a contract are identified based on
the goods that will be transferred that are both capable of being distinct and are distinct in the context of the contract, whereby the transfer of the goods is
separately identifiable from other promises in the contract. Performance obligations include establishing and maintaining customer online stores, providing
access to the Company’s e-commerce platform, customer service support, photography services, warehousing, and fulfillment. Most of the contracts of the
Company with customers contain multiple promises, which may result in multiple performance obligations, while others are combined into one
performance obligation. For contracts with customers, the Company accounts for individual promises separately if they are distinct. The transaction price
is allocated to the separate performance obligations on a relative standalone selling price basis. The Company determines the standalone selling prices
based on its overall pricing objectives, taking into consideration market conditions and other factors.

The Company has concluded the sale of goods and related shipping and handling on behalf of our customers are accounted for as a single performance
obligation, while the expenses incurred for actual shipping charges are included in cost of sales.

The Company’s revenue is mainly commission fees derived from contractually committed gross revenue processed by customers on the Company’s
e-commerce platform. The Company is acting as an agent in these arrangements and customers do not have the contractual right to take possession of the
Company’s software. Revenue is recognized in an amount that reflects the consideration that the Company expects to ultimately receive in exchange for
those promised goods, net of expected discounts for sales promotions and customary allowances.

CaaS Revenue is recognized on a net basis from maintaining e-commerce platforms and online orders, as the Company is engaged primarily in an agency
relationship with its customers and earns defined amounts based on the individual contractual terms for the customer and the Company does not take
possession of the customers’ inventory or any credit risks relating to the products sold.

Variable consideration is included in revenue for potential product returns. The Company uses an estimate to constrain revenue for the expected variable
consideration at each period end. The Company reviews and updates its estimates and related accruals of variable consideration each period based on the
terms of the agreements, historical experience, and expected levels of returns. Any uncertainties in the ultimate resolution of variable consideration due to
factors outside of the Company’s influence are typically resolved within a short timeframe therefore not requiring any additional constraint on the variable
consideration. The estimated reserve for returns is included on the balance sheet in accrued expenses with changes to the reserve in revenue on the
accompanying statement of operations. The reserve for returns as of September 30, 2022 was $0.7 million and as of December 31, 2021 was $1.8 million.
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In most cases the Company acts as the merchant of record, resulting in a due to client liability (discussed below). However, in some instances, the
Company may perform services without being the merchant of record in which case there is a receivable from the customer.

Payment terms and conditions are generally consistent for customers, including credit terms to customers ranging from seven days to 60 days, and the
Company’s contracts do not include any significant financing component. The Company performs credit evaluations of customers and evaluates the need
for allowances for potential credit losses based on historical experience, as well as current and expected general economic conditions.

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and, therefore, are excluded from net
revenue in the condensed consolidated statements of operations.

Commerce as a Service

As noted above, the Company’s main revenue stream is CaaS revenue in which it receives commission fees derived from contractually committed gross
revenue processed by customers on the Company’s e-commerce platform. Consideration for online sales is collected directly from the end customer by the
Company and amounts not owed to the Company are remitted to the customer. Revenue is recognized on a net basis from maintaining e-commerce
platforms and online orders, as the Company is engaged in an agency relationship with its customers and earns defined amounts based on the individual
contractual terms for the customer and the Company does not take possession of the customers’ inventory or any credit risks relating to the products sold.

Product sales

Under two licensee agreements, the Company is the owner of inventory and reseller of record. As a result, the Company is the principal in sales to end
customers and records these revenues on a gross basis at a point in time.

Fulfillment services

Revenue for business-to-business (“B2B”) fulfillment services is recognized on a gross basis either at a point in time or over a point in time. For example,
inbound and outbound services are recognized when the service is complete, while monthly storage services are recognized over the service period.

Marketing services

Revenue for marketing services is recognized on a gross basis as marketing services are complete. Performance obligations include providing marketing
and program management such as procurement and implementation.

Shipping services

Revenue for shipping services is recognized on a gross basis as shipments are completed and products are shipped to end customers.

Set up and implementation services

The Company provides set up and implementation services for new clients. The revenue is recognized on a gross basis at the completion of the service,
with the unearned amounts received for incomplete services recorded as deferred revenue, if any.

Other services

Revenue for other services such as photography, business to customer (“B2C”) fulfillment, customer service, development and web design are
reimbursable costs and recognized on the gross basis, and are services rendered
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as part of the performance obligations to clients for which an online platform and online orders are managed. All reimbursable costs are the responsibility
of the Company as the Company uses such services to fulfill its performance obligations.

Cost of services

Cost of services reflects costs directly related to providing services under the master service agreements with customers, which primarily includes service
provider costs directly related to processing revenue transactions, marketing expenses and shipping and handling expenses which correspond to marketing
and shipping revenues, as well as credit card merchant fees. Cost of services is exclusive of depreciation and amortization and general salaries and related
expenses.

Cost of product revenue

Cost of product revenue reflects costs directly related to selling inventory acquired from select clients, which primarily includes product cost, warehousing
costs, fulfillment costs, credit card merchant fees and third-party royalty costs. Cost of product revenue is exclusive of depreciation and amortization and
general salaries and related expenses.

Recent Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (ASC Topic 842), a comprehensive new lease recognition standard which will supersede
previous existing lease recognition guidance. Under the standard, lessees will need to recognize a right-of use asset and a lease liability for leases with
terms greater than twelve months. The liability will be equal to the present value of lease payments. The asset will be based on the liability, subject to
adjustment, such as for initial direct costs. For income statement purposes, leases will be required to be classified as either operating or finance. Operating
leases will result in straight-line expense (similar to current operating leases) while finance leases will result in a front-loaded expense pattern (similar to
current capital leases). The standard is effective for fiscal periods beginning after December 15, 2021 and interim periods within fiscal years beginning
after December 15, 2022 and requires a modified retrospective adoption. The Company anticipates the right of use asset to be approximately $16 million
and the right of use liability to be approximately $18 million to be included in the consolidated balance sheet on the date of adoption.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments—Credit Losses” (Topic 326). The FASB issued this update to provide financial
statement users with more decision-useful information about the expected credit losses on financial instruments and other commitments to extend credit
held by a reporting entity at each reporting date. The amendments in this update replace the existing guidance of incurred loss impairment methodology
with an approach that reflects expected credit losses and requires consideration of a broader range of reasonable and supportable information to inform
credit loss estimates. In November 2018, the FASB issued ASU 2018-19, “Codification Improvements to Topic 326, Financial Instruments—Credit
Losses,” which clarifies the scope of guidance in the ASU 2016-13. The updated guidance is effective for annual periods beginning after December 15,
2022 and interim periods within fiscal years beginning after December 15, 2023. The Company is currently evaluating the impact the adoption of this
standard will have on the financial statements.

In December 2019, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2019-12, Simplifying the
Accounting for Income Taxes, which eliminates certain exceptions related to the approach for intra-period tax allocation, the methodology for calculating
taxes during the quarters and the recognition of deferred tax liabilities for outside basis differences. This guidance also simplifies aspects of the accounting
for franchise taxes and changes in tax laws or rates, as well as clarifies the accounting for transactions that result in a step-up in the tax basis of goodwill.
ASU 2019-12 is effective for the Company beginning January 1, 2022. The Company has adopted this guidance and there was not a material impact on the
financial statements. 
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In August 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2020-06 Debt—Debt with
Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for
Convertible Instruments and Contracts in an Entity’s Own Equity, which improves Convertible Instruments and Contracts in an Entity’s Own Equity and
is expected to improve financial reporting associated with accounting for convertible instruments and contracts in an entity’s own equity. The ASU
simplifies accounting for convertible instruments by removing major separation models required under current U.S. GAAP. Consequently, more
convertible debt instruments will be reported as a single liability instrument and more convertible preferred stock as a single equity instrument with no
separate accounting for embedded conversion features. The ASU removes certain settlement conditions that are required for equity contracts to qualify for
the derivative scope exception, which will permit more equity contracts to qualify for it.

The ASU also simplifies the diluted earnings per share (EPS) calculation in certain areas. ASU 2020-06 is effective for the Company beginning January 1,
2024, with early adoption permitted as of January 1, 2021. The Company early adopted the provisions of ASU 2020-06 effective January 1, 2022. There
was no impact to the Company’s financial statements as a result of adoption.

Other recently issued accounting standards are not expected to have a material effect on the Company’s financial statements.

 
3. PROPERTY AND EQUIPMENT

Property and equipment, net as of September 30, 2022 and December 31, 2021, consisted of the following (in thousands):
 

  
September 30,

2022   
December 31,

2021  
Furniture and equipment  $ 3,880  $ 2,160 
Leasehold Improvements   536   536 

Property, plant, and equipment, gross   4,416   2,696 
Less accumulated depreciation   (1,336)   (907) 

Property and equipment, net  $ 3,080  $ 1,789 

Depreciation expense for property and equipment for the nine months ended September 30, 2022 and 2021 was $445 thousand and $348 thousand,
respectively.

 
4. INTANGIBLE ASSETS

The Company entered into a three-year master service agreement with a new customer for a $2.0 million contract acquisition fee on July 16, 2018. The
agreement resulted in the acquisition of nine new contracts with different companies and brands. The cost is amortized over a three-year period, which
ended in 2021.

In connection with the Betabrand acquisition (Note 11), the Company’s amortization expense for capitalized software for the nine months ended
September 30, 2022 and 2021 was $169 thousand and $36 thousand, respectively.
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As of September 30, 2022 and December 31, 2021, intangible assets consist of the following (in thousands):
 

   
September 30,

2022    
December 31,

2021  
Contract acquisition cost   $ 2,000   $ 2,000 
Software    1,175    1,174 

    

   3,175    3,174 
Less: Accumulated amortization    (2,236)    (2,062) 

    

Intangible assets-net   $ 939   $ 1,112 
    

 
5. INVESTMENT IN UNCONSOLIDATED AFFILIATES

On April 6, 2021, the Company and Tiger Capital Group, LLC (“Tiger Capital”) formed a joint venture, Modcloth Partners, LLC. (“Modcloth”). The
Company and Tiger Capital each contributed $1.5 million into Modcloth and the Company will own 50% of the outstanding membership units. Tiger
Capital will provide the financing for the inventory, while the Company entered into a Master Services Agreement (“MSA”) with Modcloth to provide the
eCommerce services (see Note 12). The Company accounts for its investment in ModCloth under the fair value option of accounting. As of September 30,
2022 and December 31, 2021, the investment balance related to ModCloth was $4.5 million and $6.4 million, respectively, and was included in investment
in unconsolidated affiliates on the condensed consolidated balance sheets. For the nine months ended September 30, 2022, the Company recorded a fair
value adjustment related to its ModCloth investment of $1.9 million included in changes in fair value of unconsolidated affiliates on the condensed
consolidated statements of operations.

On December 31, 2021, the Company and CFL Delaware, Inc. (“CFL”) formed a joint venture, IPCO, whereby Nogin contributed certain assets acquired
from the BTB (ABC), LLC (“Betabrand”) acquisition (see Note 11) and entered into a MSA with IPCO to provide certain eCommerce services, marketing,
photography, customer service and merchant credit card monitor fraud services (Note 12); and CFL entered into a Master Supply Agreement with IPCO
and agreed to procure the supply of inventory to IPCO, provide manufacturing, fulfillment, logistics and warehousing services for the inventory. The
Company accounts for its investment in IPCO under the fair value option of accounting. As of September 30, 2022 and December 31, 2021, the investment
balance related to IPCO was $7.2 million and $7.1 million, respectively, and was included in investment in unconsolidated affiliates on the condensed
consolidated balance sheets. For the nine months ended September 30, 2022, the Company recorded $1.6 million to other income, net related to the
settlement of deferred revenue related to sale of finished inventory to IPCO. In addition, the Company recorded a fair value adjustment related to its IPCO
investment of $45 thousand included in changes in fair value of unconsolidated affiliates on the condensed consolidated statement of operations for the
nine months ended September 30, 2022.

The following table presents summarized financial information for the joint ventures for the three and nine months ended September 30, 2022 and as of
September 30, 2022 and December 31, 2021 (in thousands):
 
   Modcloth   IPCO  
   Nine months ended  Three months ended  Nine months ended  Three months ended 
   September 30, 2022  September 30, 2022   September 30, 2022  September 30, 2022  
Net revenue   $ 12,172  $ 2,822  $ 18,558  $ 4,991 
Gross margin    5,242   1,245   14,190   3,943 
Net loss    (3,642)   (1,111)   (1,767)   (461) 
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   Modcloth    IPCO  

   
As of September 30,

2022    

As of
December 31,

2021    
As of September 30,

2022    

As of
December 31,

2021  
Current assets   $ 3,878   $ 5,009   $ 3,759   $ 2,596 
Long term assets    6,202    6,303    5,672    6,130 
Current liabilities    13,379    8,539    7,300    1,699 
Long term liabilities    3,292    5,698    —      —   

The Company’s ModCloth and IPCO investments are Level 3 fair value measurement. The Company utilized the following valuation methods to conclude
on the fair value as of September 30, 2022:

- Discounted Cash Flow – The key unobservable input utilized was a discount rate of 17.4% for Modcloth and 19.0% for IPCO.

- Guideline Public Company Method – The Company utilized a revenue multiple of 0.78x for Modcloth and 0.28x for IPCO on current period forecasted
revenues. The revenue multiple was derived from public peers of the Company.

- Guideline Transaction Method – The Company utilized a revenue multiple of 0.80x for Modcloth and 0.29x for IPCO on current period forecasted
revenues. The revenue multiple was derived from public transactions in which the target companies were similar to the Company.

The following table summarizes the changes in the ModCloth and IPCO investment Level 3 fair value measurement (in thousands):
 

   Modcloth   IPCO  
Balance as of December 31, 2021   $ 6,437   $7,133 
Change in fair value    (1,940)    45 

    

Balance as of September 30, 2022   $ 4,497   $7,178 
    

 
6. CERTAIN LIABILITY ACCOUNTS

Accrued expenses and other current liabilities as of September 30, 2022 and December 31, 2021 were as follows (in thousands):
 

   
September 30,

2022    
December 31,

2021  
Cash election consideration payable    5,000    —   
Deferred revenue    2,381    4,524 
Deferred rent    2,040    1,573 
Payroll and other employee costs    1,678    2,196 
Accrued transaction costs    940    1,750 
Sales tax payable    737    1,113 
Accrued interest    456    —   
Other accrued expenses and current liabilities    3,103    2,862 

    

Total    16,335    14,018 
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Other long-term liabilities as of September 30, 2022 and December 31, 2021 were as follows (in thousands):
 

   
September 30,

2022    
December 31,

2021  
Deferred transaction costs payable    10,979    —   
Cash election consideration payable    3,865    —   
Standby agreement derivative liability    1,900    —   
Deferred PIPE issuance costs payable    1,160    —   
Warrant liability    —      561 
Other long-term liabilities    84    173 

    

Total    17,988    734 
    

 
7. LONG-TERM DEBT

Convertible Notes and Indenture

On April 19, 2022, the Company, certain guarantors named therein (the “Notes Guarantors”) and certain investors named therein (each, a “Subscriber” and
collectively, the “Subscribers”), entered into subscription agreements (each, a “PIPE Subscription Agreement” and collectively, the “PIPE Subscription
Agreements”) pursuant to which the Company agreed to issue and sell to the Subscribers immediately prior to the closing of the Business Combination
(i) up to an aggregate principal amount of $75.0 million of 7.00% Convertible Senior Notes due 2026 (the “Convertible Notes”) at par value of the notes
and (ii) up to an aggregate of 1.5 million warrants (the “PIPE Warrants”) with each whole PIPE Warrant entitling the holder thereof to purchase one share
of Common Stock

On August 26, 2022, immediately prior to the closing of the Business Combination (the “Closing”), the Company issued $65.5 million aggregate principal
amount of Convertible Notes and, as contemplated by the PIPE Subscription Agreements, the Company, the Note Guarantors and U.S. Bank Trust
Company, National Association, as trustee, entered into an Indenture governing the Convertible Notes (the “Indenture”). The Convertible Notes were
offered in a private placement under the Securities Act, pursuant to the PIPE Subscription Agreements. The Convertible Notes will mature on September 1,
2026 (the “Maturity Date”), unless earlier repurchased, redeemed or converted in accordance with their terms, and will accrue interest at a rate of 7.00%
per annum, payable in cash. The Convertible Notes may be converted at any time (in whole or in part) into shares of Common Stock, at the option of the
holder of such Convertible Note, based on the applicable conversion rate at such time. The initial conversion price is approximately $11.50 per share of
Common Stock, based on an initial conversion rate of 86.9565 shares of Common Stock per $1,000 principal amount of Convertible Notes. For
conversions with a conversion date on or after the first anniversary of the closing of the Transactions and prior to the regular record date immediately
preceding the Maturity Date, the conversion consideration will also include an interest make-whole payment equal to the remaining scheduled payments of
interest on the Convertible Note being converted through the Maturity Date. The Company will be able to elect to make such interest make-whole payment
in cash or in Common Stock, subject to certain conditions. The conversion rate is subject to adjustments set forth in the Indenture, including conversion
rate resets (x) on August 27, 2023, September 26, 2023 and September 26, 2024 and (y) following the consummation of certain equity and equity-linked
offerings by the Company and sales of certain equity and equity-linked securities by certain shareholders of the Company. On August 27, 2023, the
conversion rate will reset to the greater of (i) the then- current conversion rate and (ii) if the Standby Capital VWAP Sale Price (as defined below) is less
than or equal to $7.50, the quotient of (x) $1,000 and (ii) the volume weighted average sale price of shares of Common Stock sold under the Standby
Agreement (as defined below) (the “Standby Capital VWAP Sale Price”). As of September 30, 2022, the Standby Capital VWAP Sale Price was $2.40.

Each holder of a Convertible Note will have the right to cause the Post-Combination Company to repurchase for cash all or a portion of the Convertible
Notes held by such holder upon the occurrence of a “Fundamental
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Change” (as defined in the Indenture) at a price equal to (i) on or before September 26, 2023, 100% of the original principal amount of such Convertible
Note, and (ii) from and after September 26, 2023, 100% of the accreted principal amount applicable at such time pursuant to the terms of the Indenture, in
each case, plus accrued and unpaid interest.

The Indenture includes restrictive covenants that, among other things, require the Company to maintain a minimum level of liquidity on a consolidated
basis and limit the ability of the Company and its subsidiaries to incur indebtedness above certain thresholds or to issue preferred stock, to make certain
restricted payments, to dispose of certain material assets and engage in other asset sales, subject to reinvestment rights, to pay certain advisory fees in
connection to the Transactions and the transactions contemplated by the PIPE Subscription Agreements above a certain threshold, and other customary
covenants with respect to the collateral securing the obligations created by the Convertible Notes and the Indenture, including the entry into security
documents (in each case, subject to certain exceptions set forth in the Indenture); provided that the covenants with respect to (i) the making of restricted
payments, (ii) the incurrence of indebtedness, (iii) the disposition of certain material assets and asset sales, (iv) liquidity, (v) the payment of advisory fees
and (vi) the collateral securing the obligations created by the Convertible Notes and the Indenture shall terminate once less than 15% of the aggregate
principal amount of the Convertible Notes are outstanding. The liquidity covenant would terminate if the Company achieves $175 million in consolidated
revenue in the preceding four fiscal quarters. Certain of the Company’s subsidiaries will serve as Notes Guarantors that jointly and severally, fully and
unconditionally guarantee the obligations under the Convertible Notes and the Indenture. The Indenture also requires certain future subsidiaries of the
Post-Combination Company, if any, to become Notes Guarantors. This covenant will terminate once less than 15% of the aggregate principal amount of
the Convertible Notes are outstanding. The Indenture also includes customary events of default and related provisions for potential acceleration of the
Convertible Notes.

If the Company does not have an effective registration statement on file with the SEC within 90 days of the Closing Date, registering the underlying shares
issuable upon conversion of the Convertible Notes, or fails to maintain the effectiveness of such registration statement, then additional interest would
accrue on the outstanding principal of the Convertible Notes at a rate of (a) 0.25% per annum for the first 90 days commencing on the first business day
following a ten business day grace period and (b) 0.50% per annum thereafter, in each case, until the Company cures the lapse of effectiveness. The
Company accounts for such additional interest in accordance with ASC subtopic 825-20, Registration Payment Arrangements (“ASC 825-20”). ASC
825-20 specifies that the contingent obligation to make future payments under a registration payment arrangement, whether issued as a separate agreement
or included as a provision of a financial instrument, should be separately recognized and accounted for as a contingency in accordance with ASC 450-20,
Loss Contingencies. The Company recorded no amount for this contingency at issuance of the Convertible Notes, nor as of September 30, 2022 as the
likelihood of making such registration payments was remote at each date.

The Company elected to account for the Convertible Notes under the fair value option of accounting upon issuance of the Convertible Notes. At issuance
the Company recognized the fair value of the Convertible Notes of $65.1 million with the remaining $0.4 million of proceeds received allocated to the
PIPE Warrants. As of September 30, 2022, the fair value of the Convertible Notes was $74.9 million, of which $0.5 million, representing accrued interest,
is included in accrued expenses and other current liabilities on the condensed consolidated balance sheets. The loss on the increase in fair value of the
Convertible Notes during the three and nine months ended September 30, 2022 was $9.8 million of which $0.6 million is included in interest expense,
which is recognized based on the effective interest method, and $9.2 million included in the change in fair value of convertible notes on the condensed
consolidated statements of operations. The difference between the amount due at maturity of $73.8 million, which is due on September 1, 2026, and the
fair value of the Convertible Notes as of September 30, 2022 is $1.1 million.

The primary reason for electing the fair value option is for simplification and cost-benefit considerations of accounting for the Convertible Notes (the
hybrid financial instrument) at fair value in its entirety versus
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bifurcation of the embedded derivatives. The significant inputs to the valuation of the Convertible Notes at fair value are Level 3 inputs since they are not
directly observable. The fair value was determined using a binomial lattice valuation model. The significant assumptions used in the model are the credit
spread and volatility of the Common Stock.

As of September 30, 2022, there have been no interest or principal payments made on the Convertible Notes.

Line of credit

Effective January 14, 2015, the Company entered into a Revolving Credit Agreement with a financial institution that provided maximum borrowing under
a revolving loan commitment of up to $2 million, bearing an interest rate of 2% plus prime rate as published by the Wall Street Journal. Effective July 3,
2020, the Company renewed the line of credit with the financial institution through May 31, 2021 that provided maximum borrowing under a revolving
loan commitment of up to $5 million. In May 2021 the maturity date was extended to June 30, 2021 and then further extended to July 31, 2021. The line
was then renewed on July 21, 2021 with an expanded credit limit of $8 million, a new maturity date of June 30, 2023 and an amended per annum interest
rate of the greater of 2.25% plus prime rate as published by the Wall Street Journal or 5.50%. The line of credit was repaid at the closing of the Business
Combination.

Notes Payable

On August 11, 2021, the Company entered into a loan and security agreement (the “Note Agreement”) with a financial institution that provided for a
borrowing commitment of $15 million in the form of promissory notes. In August 2021, the Company borrowed $10 million under the first tranche (“First
Tranche Notes”). The Note Agreement had a commitment for additional second tranche borrowings of $5 million through June 30, 2022 (“Second
Tranche Notes”). In October 2021, the Company borrowed the remaining $5 million committed under the Note Agreement. The borrowings under the
Note Agreement were secured by substantially all assets of the Company.

The First Tranche Notes and Second Tranche Notes were due to mature on September 1, 2026 and November 1, 2026, respectively, and bore interest at a
rate per annum of 6.25% plus the greater of 3.25% or the prime rate as published by the Wall Street Journal. The Company was required to make interest-
only payments on the first of each month beginning October 1, 2021 and December 1, 2021, respectively. Beginning October 1, 2023 and December 1,
2023, respectively, the Company would have been required to make principal payments of $278 thousand and $139 thousand, respectively, plus accrued
interest on the first of each month through maturity. Upon payment in full of the First Tranche Notes and Second Tranche Notes, the Company was
required to pay exit fees of $600 thousand and $300 thousand, respectively.

In December 2021, the Company borrowed an additional $1 million from the same financial institution, which was repaid in full on December 31, 2021.
In addition, the Company borrowed an additional $5 million (“Third Tranche Notes”) that bore interest at a rate per annum of 6.25% plus the greater of
3.25% or the prime rate as published by the Wall Street Journal. The Company is required to make interest-only payments on the first of each month
beginning February 1, 2022, with the full principal amount due on July 1, 2023. Upon payment in full, the Company is required to pay exit fees of
$50 thousand.

In connection with the Note Agreement, the Company issued warrants to purchase up to 33,357 shares of common stock of the Company (the “Legacy
Liability Warrants”) at an exercise price of $0.01 per share (Note 8). On the date of issuance, the Company recorded the fair value of the Legacy Liability
Warrants as a discount to the First Tranche Notes which was being amortized into interest expense over the term of the First Tranche Notes using the
effective interest method. The issuance costs were deferred over the repayment term of the debt. Deferred issuance costs relate to the Company’s debt
instruments, the short-term and long-term portions are reflected as a deduction from the carrying amount of the related debt.
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In addition, the Company issued additional notes payable in July 2022 for proceeds of $3.0 million. Such notes payable matured on the earlier of
(a) December 30, 2022 or (b) the close of the Business Combination. The amount due at maturity was $4.5 million. The Company elected to account for
the additional notes payable under the fair value option of accounting.

The notes payable were repaid at the closing of the Business Combination.

Promissory Notes

During the second quarter of 2022, the Company entered into promissory notes with various individuals (the “Promissory Notes”), including current
investors, members of management and other unrelated parties in exchange for cash in an amount equal to $7.0 million (the “Promissory Notes”). The
Promissory Notes were due to mature on the earlier of (a) one year from issuance or (b) the closing of the Business Combination (Note 1) and bore per
annum interest at the rate of 7.75% plus the greater of 3.50% or the prime rate as published by the Wall Street Journal. The Company was required to
make nine interest-only payments, followed by three principal and interest payments. In connection with the Promissory Notes, the Company issued
warrants (“Promissory Note Warrants”) to purchase up to 31,024 shares of common stock of the Company at an exercise price of $0.01 per share (Note 7).
Upon payment in full of the Promissory Notes, the Company was required to make an additional final payment (“Final Payment”) of $3.5 million.

The Company elected to account for the Promissory Notes under the fair value option of accounting upon issuance of each of the Promissory Notes. At
issuance the Company recognized the fair value of the Promissory Notes of $6.3 million with the remaining $0.7 million of proceeds received allocated to
the Promissory Note Warrants.

The Promissory Notes were repaid at the closing of the Business Combination.

Paycheck Protection Program Loan

On April 14, 2020, the Company received loan proceeds of $2.3 million pursuant to the Paycheck Protection Program (the “PPP Loan”) under the
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) and administered by the U.S. Small Business Administration (“SBA”). The PPP
Loan had a maturity date of April 22, 2022 and bore interest at a rate of 1% per annum. The balance as of December 31, 2020 of $2.3 million is included in
Paycheck Protection Program loan payable on the condensed consolidated balance sheets. On September 17, 2021, the PPP Loan was forgiven in full
including accrued interest thereon. As such, the Company recorded a gain on loan forgiveness during the nine months ended September 30, 2021 of
$2.3 million included in other income in the consolidated statement of operations.

 
8. WARRANTS AND DERIVATIVES

In connection with the Note Agreement, on August 11, 2021 the Company granted Legacy Liability Warrants to purchase up to 33,357 shares of common
stock at a price of $0.01 per share. The Legacy Liability Warrants were exercisable at any time through the tenth anniversary from the date of grant. The
Legacy Liability Warrants had customary anti-dilution provisions for stock splits, stock dividends and recapitalizations of the Company’s common stock.
In addition, in connection with issuance of the additional notes payable in July 2022, the Company granted additional Legacy Liability Warrants to
purchase up to 13,343 shares of Common Stock that had a fair value of $428 thousand at issuance. The Legacy Liability Warrants had been determined to
be liability classified as the exercise price may be reduced and result in the issuance of additional shares in connection with the sale of the Company if such
Legacy Liability Warrants are not assumed. The Legacy Liability Warrants were initially recorded at fair value with a corresponding debt discount (Note
7) at grant date and are subsequently remeasured to fair value each reporting period. The Company recorded a fair value loss on the Legacy Liability
Warrants of $208 thousand and $717 thousand for the three and nine months ended September 30, 2022,
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respectively, which is included in other (loss) income, net on the condensed consolidated statements of operations. The Company did not recognize a
change in fair value on the Legacy Liability Warrants during the three and nine months ended September 30, 2021. The fair value of the warrant liability as
of December 31, 2021 was $561 thousand, and is included in other long-term liabilities in the condensed consolidated balance sheets. All Legacy Liability
Warrants were settled in connection with the closing of the Business Combination.

The Company had determined the warrant liability to be a Level 3 fair value measurement. The Company utilizes the Black-Scholes-Merton (“Black-
Scholes”) model to determine the fair value of the Legacy Liability Warrants at each reporting date. The significant inputs utilized in the Black-Scholes
model as of December 31, 2021 were as follows.
 

   December 31, 2021 
Common Stock Fair Value Per Share   $ 16.81 
Exercise Price Per Share   $ 0.01 
Volatility    75.7% 
Risk-free rate    0.53% 
Expected Dividend Rate    0.0% 

The expected dividend rate was 0.0% as the Company has not and does not intend to pay dividends. The Company utilized the probability weighted
expected return method (“PWERM”) to value the Company’s common stock.

The following table summarizes the changes in the warrant liability included in other long-term liabilities that were issued in connection with the Note
Agreement (in thousands):
 

   
Warrant
Liability 

Balance as of December 31, 2021   $ 561 
Legacy Liability Warrants issued    428 
Change in fair value    717 
Settlement of warrant liability in common stock    (1,706) 

  

Balance as of September 30, 2022   $ —   
  

Convertible Note Warrants

The Company issued the PIPE Warrants in connection with the Convertible Notes issuance. There were 1,396,419 PIPE Warrants issued to purchase
common stock of the Company at $11.50 per share. The PIPE Warrants are redeemable for $0.01 once the Company’s stock prices reaches $18.00 per
share. The PIPE Warrants are equity classified. Approximately $377 thousand of the proceeds upon issuance of the Convertible Notes was allocated to the
PIPE Warrants along with an immaterial amount of issuance costs.

Other Warrants

The Company had also granted Legacy Equity Warrants in 2017 and 2018 to purchase 100,000 shares of common stock at a price of $0.96 per share.
75,000 of such warrants were set to expire on January 12, 2027 and the remaining 25,000 were set to expire on July 20, 2028. The Legacy Equity Warrants
were fully vested and exercisable at the Holder’s option at any time. Any shares not exercised at time of an acquisition would have automatically been
deemed to be cashless exercised. Under the applicable accounting literature, these warrants meet the criteria to be classified as permanent equity within the
equity section of the condensed consolidated balance sheet. These warrants were settled in connection with the closing of the Business Combination.

In addition, in connection with the Promissory Notes, the Company issued the Promissory Note Warrants to purchase up to 31,024 shares of common stock
of the Company at an exercise price of $0.01 per share. The
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Promissory Note Warrants are fully vested and exercisable at the Holder’s option at any time. Under the applicable accounting literature, these warrants
meet the criteria to be classified as permanent equity within the equity section of the condensed consolidated balance sheet. These warrants were settled in
connection with the closing of the Business Combination.

Standby Agreement Derivative Liability

In connection with the Business Combination, Legacy Nogin acquired from SWAG a derivative liability associated with agreements entered into by
SWAG prior to the Closing Date. SWAG entered into an agreement with a financial institution (the “Financial Institution”), whereby the Financial
Institution purchased SWAG Class A common stock from third parties prior to the Closing Date (the “Standby Agreement”). At the Closing Date, the
Company paid the Financial Institution 80% of the Financial Institution’s aggregate purchase price of such shares of SWAG Class A common stock. After
the Closing Date, the Financial Institution may sell the shares purchased pursuant to the Standby Agreement and keep all the proceeds of such sales until
they have recouped the remaining 20% of the aggregate purchase price of the shares purchased prior to the Closing Date. After such time, proceeds from
the sale of such shares would be paid to the Company less a liquidity fee equal to 3.5% of the proceeds from such sales. If the Financial Institution has not
fully recouped the aggregate purchase price of the shares purchased prior to the Closing Date by August 26, 2026, the Company would be obligated to pay
the remaining amount due to the Financial Institution on such date. Any remaining unsold shares as of August 26, 2026 would be returned to the
Company.

In addition, SWAG entered into a subscription agreement (the “Subscription Agreement”) with the same Financial Institution whereby the Financial
Institution purchased 517,079 shares of Common Stock at a purchase price of $10.17 per share at the closing of the Business Combination and paid the
Company an amount equal to 20% of the purchase price. The Subscription Agreement was structured similarly to the Standby Agreement between the
Company and the Financial Institution regarding the timing and amount of future payments, as well as the return of any unsold shares at maturity.

The Company concluded the Standby Agreement would be accounted for as a derivative in its entirety in accordance with ASC 815-10, and the structured
payments within the Subscription Agreement was considered an embedded feature in the Subscription Agreement that met the definition of a derivative
and required bifurcation from the Subscription Agreement, as it is not clearly and closely related to the Subscription Agreement and would be accounted
for in accordance with ASC 815-10 (together the “Standby Agreement Derivative). The Standby Agreement Derivative was not entered in to for hedging
purposes. The Company accounted for the Standby Agreement Derivative acquired at fair value upon the closing of the Business Combination. The
Company will continue to account for the Standby Agreement Derivative at fair value each reporting period in accordance with ASC 815-10.

The Company engaged a third-party valuation specialist to assist with the fair value assessment. The acquisition date fair value at the closing of the
Business Combination was $2.0 million. The fair value as of September 30, 2022 of the Standby Agreement Derivative liability is $1.9 million and is
recognized in other long-term liabilities on the condensed consolidated balance sheets. The change in fair value of the Standby Agreement Derivative
liability for both the three and nine months ended September 30, 2022 of $0.1 million is recorded in change in fair value of derivatives on the condensed
consolidated statements of operations.

 
9. FAIR VALUE MEASUREMENTS

The Company applies the provisions of Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair Value
Measurements and Disclosures (“ASC 820”), which provides a single authoritative definition of fair value, sets out a framework for measuring fair value,
and expands on required disclosures about fair value measurement.
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The Company applies the provisions of ASC 820 to all financial assets and liabilities and non-financial assets and liabilities that are recognized or
disclosed at fair value in the financial statements on a recurring basis.

The Company defines fair value as an exit price, representing the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. As such, fair value is a market-based measurement that should be determined based on
assumptions that market participants would use in pricing an asset or liability.

Fair value is estimated by applying the following hierarchy, which prioritizes the inputs used to measure fair value into three levels and bases the
categorization within the hierarchy upon the lowest level of input that is available and significant to the fair value measurement:

Level 1—Quoted prices in active markets for identical assets or liabilities.

Level 2—Observable inputs other than quoted prices in active markets for identical assets and liabilities, quoted prices for identical or similar assets or
liabilities in inactive markets, or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.

Level 3—Inputs that are generally unobservable and typically reflect management’s estimate of assumptions that market participants would use in
pricing the asset or liability.

In determining fair value, the Company utilized valuation techniques that maximize the use of observable inputs and minimize the use of unobservable
inputs to the extent possible as well as considers counter party credit risk and nonperformance risk in its assessment of fair value.

The carrying value of the Company’s short-term financial instruments, such as cash, restricted cash, accounts receivable, notes payable, and accounts
payable, approximate the fair value due to the immediate or short-term maturity of these instruments. As of September 30, 2022, the Company no longer
has recurring measurements for warrant liability. Further, the Company has elected to apply the fair value option of accounting for its Convertible Notes
and equity investments in unconsolidated affiliates. The Company is required to present the fair value of the Standby Agreement derivative liability each
reporting period. The following details the Company’s recurring measurements for assets and liabilities at fair value (in thousands):
 

   September 30, 2022   December 31, 2021 
Warrant liability (Level 3)—Note 8   $ —     $ 561 
Investment in unconsolidated affiliates (Level 3)

—Note 5    11,674    13,570 
Convertible Note (Level 3)—Note 7    74,942    —   
Standby Agreement derivative liability (Level 3)

—Note 8    1,900    —   
Non-current Cash Consideration (Level 3)    3,865    —   

Deferred cash consideration

In connection the Business Combination, Legacy Nogin equityholders elected to receive $15.0 million of the merger consideration in cash. In order to
meet conditions to close the Transactions, the Company paid $4.1 million of the $15.0 million cash consideration at the Closing Date. Of the $10.9 million
in deferred cash consideration, $5.0 million is payable, subject to certain conditions, on February 21, 2023, and is included in accrued expenses and other
current liabilities as of September 30, 2022 on the condensed consolidated balance sheets (the “Current Cash Consideration”). The remaining $5.9 million
(the “Non-current Cash Consideration”) is payable, subject to certain conditions, on the earlier of (a) the date on which the Company completes a primary
 

F-55



Table of Contents

offering of equity securities that generates gross proceeds to the Company equal to or in excess of $15.0 million and (b) November 25, 2026. In the event
the conditions to paying cash consideration are not met and cash consideration remains unpaid as of November 25, 2026, the unpaid cash consideration
will be settled in shares of the Company’s common stock with the number of shares issued determined based on the quotient of unpaid cash consideration
divided by the 10-day volume weighted average trading price of the Company’s common stock on NASDAQ. The Company elected to account for the
Non-current Cash Consideration of $5.9 million under the fair value option of accounting under ASC 825-10. At the Closing Date, the fair value of the
Non-current Cash Consideration was $4.2 million. In connection with the reverse recapitalization, the cash consideration would be akin to a distribution of
capital. As a result, the Company recorded the fair value of the distribution at the Closing Date of $13.3 million, which included the $4.1 million paid at
the Closing Date, $5.0 million Current Cash Consideration and $4.2 million Non-current Cash Consideration, against accumulated deficit. As of
September 30, 2022, the fair value of the Non-current Cash Consideration was $3.9 million which is included in other long-term liabilities on the
condensed consolidated balance sheets. The change in fair value from the Closing Date for the three and nine months ended September 30, 2022 of
$0.3 million is included in other (loss) income, net on the condensed consolidated statements of operations.

The significant inputs to the valuation of the deferred cash consideration at fair value are Level 3 inputs since they are not directly observable. The
Company primarily used a discounted cash flow method to value the deferred cash consideration, based on the expected future payment discounted to
present value. The significant input is the discount rate which is based on the Company’s credit rating.

 
10. INCOME TAXES

The income tax expense for the nine months ended September 30, 2022 and September 30, 2021 was $134 thousand and $82 thousand, respectively.
Income tax expense differs from the income taxes expected at the U.S. federal statutory tax rate of 21%, primarily due to state taxes and additional
valuation allowance for the nine months ended September 30, 2022.

 
11. ACQUISITION

On December 2, 2021, the Company acquired the assets of Betabrand through a credit bid of $7.0 million on Betabrand’s outstanding indebtedness. The
Company engaged a third-party valuation specialist to assist with the purchase price valuation, which resulted in goodwill of $3.1 million. The following
table summarizes the finalized fair value of the assets and assumed liabilities (in thousands):
 

   
As of

December 2, 2021 
Acquired assets   
Inventory   $ 2,408 
Other current assets    741 
Property and equipment    25 
Internal-use software and website    348 
Intangible assets   

Customer relationships    2,538 
Developed technology    748 
Trade name    438 

Security Deposits    19 
  

Total identifiable assets   $ 7,265 
Liabilities assumed   
Accounts payable   $ 151 
Deferred revenue    3,224 

  

Total liabilities   $ 3,375 
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On December 31, 2021, the Company and CFL entered into a Limited Liability Operating Agreement (the “LLC Agreement”), whereby Nogin contributed
certain assets acquired from the Betabrand acquisition and entered into a MSA with IPCO to provide certain eCommerce services, marketing, photography,
customer service and merchant credit card monitor fraud services; and CFL entered into a Master Supply Agreement with IPCO and agreed to procure the
supply of inventory to IPCO, provide manufacturing, fulfillment, logistics and warehousing services for the inventory. The Company and CFL each
received fifty percent ownership.

 
12. RELATED PARTY TRANSACTIONS

The Company provides services to its joint ventures, ModCloth and IPCO under Master Services agreements (“MSA”), which were entered into on
April 25, 2021 and December 31, 2021, respectively. Sales under the MSA to ModCloth and IPCO were equal to $4.4 million and $4.9 million,
respectively, during the nine months ended September 30, 2022. In addition, the Company sold inventory to IPCO for $0.6 million during the nine months
ended September 30, 2022, which such amount is included in net revenue to related parties in the condensed consolidated statement of operations. As of
September 30, 2022 and December 31, 2021, the Company had receivables from ModCloth of $7.7 million and $5.3 million, respectively, which were
included in related party receivables on the condensed consolidated balance sheets. As of September 30, 2022, the Company had payables to IPCO of
$0.2 million, which was included in related party payables on the condensed consolidated balance sheets.

During the second quarter of 2022, the Company issued a portion of the Promissory Notes described in Note 7 to certain principal owners and members of
management of the Company which have been identified as related parties. The Company received proceeds in connection with the Promissory Notes to
related parties of $2.0 million at issuance of which $0.2 million was allocated to the Promissory Note Warrants. The Company paid $3.1 million to settle
the Promissory Notes at the closing of the Business Combination.

One of the Company’s co-chief executive officers and his immediate family member (together, the “PIPE Related Parties”) were investors in the PIPE
issuance of Convertible Notes (Note 7) for total proceeds of $1.5 million, which is included in proceeds from PIPE convertible note issuance in the
condensed consolidated statements of cash flows for the nine months ended September 30, 2022. In addition to the $1.5 million in Convertible Notes, the
PIPE Related Parties also received 32,142 equity classified Convertible Note Warrants (Note 8). As of September 30, 2022, the fair value of the
Convertible Notes with the PIPE Related Parties was $1.7 million, which is included in Convertible Notes on the condensed consolidated balance sheets.
The terms of the Convertible Notes with the PIPE Related Parties are consistent with the rest of the Convertible Note holders.

 
13. REVENUE

Disaggregation of Revenue

The Company has five major streams of revenue. CaaS service revenue, product revenue and shipping revenue are considered transferred to customers at
the point of sale. Marketing and other revenue (other than B2C fulfillment services for rental space) are considered transferred to customers when services
are performed. Thus, these revenues streams are recognized at a point in time. B2C fulfillment services for rental space is recognized over time.
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The following table presents a disaggregation of the Company’s revenues by revenue source for the nine months ended September 30, 2022 and 2021 (in
thousands):
 

   
Three Months ended

September 30,    
Nine Months ended

September 30,  
   2022    2021    2022    2021  
Commerce-as-a-Service Revenue   $ 5,422   $ 4,409   $15,729   $13,791 
Product sales revenue    8,645    15,224    29,401    19,739 
Marketing revenue    3,417    4,319    11,104    13,127 
Shipping revenue    2,574    1,583    6,688    4,405 
Other revenue    916    1,412    3,600    4,159 

        

Total revenue   $20,974   $26,947   $66,522   $55,221 
        

 
14. SEGMENT REPORTING

The Company conducts business domestically and our revenue is managed on a consolidated basis. Our Co-Chief Executive Officer, Jonathan S.
Huberman, who is our Chief Operating Decision Maker, reviews financial information presented on a consolidated basis for purposes of allocating
resources and evaluating financial performance. There are no segment managers who are held accountable for operations, operating results, and plans for
levels, components, or types of products or services below the consolidated unit level. Accordingly, the Company is considered to be a single reportable
segment.

All of the Company’s long-lived assets and external customers are located within the United States.

 
15. EARNINGS PER SHARE

Basic and diluted net income (loss) per share are computed using the two-class method as required when there are participating securities. The Company’s
redeemable convertible preferred stock are participating securities as the holders of the redeemable convertible preferred stock are entitled to participate
with in dividends with common stock. In periods of net income, net income is attributed to common stockholders and participating securities based on
their participating rights. Net losses are not allocated to the participating securities as the participating securities do not have a contractual obligation to
share in any losses. The following table presents the Company’s basic and diluted net income (loss) per share:
 

   
Three Months ended

September 30,    
Nine Months ended

September 30,  
(In thousands, except share and per share
amounts)   2022    2021    2022    2021  
Numerator: Basic EPS         
Net (loss) income   $ (28,896)   $ (251)   $ (49,812)   $ 2,074 
Less: Undistributed earnings attributable to

participating securities    —      —      —      (581) 
        

Net (loss) income attributable to common
stockholders-basic   $ (28,896)   $ (251)   $ (49,812)   $ 1,493 

        

Denominator: Basic EPS         
Weighted average shares of common stock

outstanding-basic    49,921,209    39,621,946    43,092,760    39,621,946 
Net (loss) income per share attributable to

common stock-basic   $ (0.58)   $ (0.01)   $ (1.16)   $ 0.04 
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Three Months ended

September 30,    
Nine Months ended

September 30,  
(In thousands, except share and per share
amounts)   2022    2021    2022    2021  
Numerator: Diluted EPS         
Net income (loss) attributable to common

stockholders-diluted   $ (28,896)   $ (251)   $ (49,812)   $ 1,493 
Denominator: Diluted EPS         
Adjusted weighted average shares of common

stock outstanding-basic    49,921,209    39,621,946    43,092,760    39,621,946 
Dilutive potential shares of common stock:         

Options to purchase shares of common stock    —      —      —      728,284 
Warrants to purchase shares of common stock    —      —      —      546,049 

        

Weighted average shares of common stock
outstanding-diluted    49,921,209    39,621,946    43,092,760    40,896,279 

        

Net income (loss) per share attributable to
common stock-diluted   $ (0.58)   $ (0.01)   $ (1.16)   $ 0.04 

        

The Company’s potentially dilutive securities below, have been excluded from the computation of diluted net loss per share as they would be anti-dilutive.

Weighted-average number of potentially anti-dilutive shares excluded from calculation of dilutive earnings per share
 

   
Three Months ended

September 30,    
Nine Months ended

September 30,  
   2022    2021    2022    2021  
Series A convertible, redeemable preferred shares    5,492,133    8,864,495    7,728,022    8,864,495 
Series B convertible, redeemable preferred shares    3,924,419    6,334,150    5,522,080    6,334,150 
Stock-based compensation awards    1,927,862    —      2,419,681    —   
Legacy Nogin Warrants    472,624    —      572,779    —   
PIPE Warrants    531,246    —      179,028    —   
SWAG Warrants    8,136,240    —      2,741,883    —   
Shares Underlying Convertible Notes    2,166,825    —      730,212    —   

 
16. MEZZANINE EQUITY AND SHAREHOLDERS’ DEFICIT

Significant changes in the Company’s mezzanine equity and shareholders’ deficit during the nine months ended September 30, 2022 were as follows:

Common Stock

Subsequent to the Business Combination, the Company authorized up to 500 million shares of common stock with a par value of $0.0001 per share. Each
share of common stock entitles the shareholder to one vote.
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Preferred Stock

As part of the Business Combination, all of the convertible preferred stock of Legacy Nogin, (including both the Series A preferred stock and Series B
preferred stock) were converted into approximately 15.2 million shares of the Company’s Common Stock. As a result of the conversion of the Series A
preferred stock and Series B preferred stock, the Company reclassified the amounts previously recorded in mezzanine equity to additional paid-in capital.

Subsequent to the Business Combination, the Company is authorized to issue 50 million shares of preferred stock with a par value of $0.0001 per share.
There were no shares of preferred stock issued and outstanding as of September 30, 2022.

 
17. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company has entered into lease agreements for offices and warehouses located in California.

As of September 30, 2022, the monthly lease payments for the leases range from approximately $36 thousand to approximately $124 thousand and the
leases expire at various times through November 2028. Some of the leases contain renewal options.

Minimum rent payments under all operating leases are recognized on a straight-line basis over the term of the lease including any periods of free rent, and
any difference between rental payments and straight-line is recognized as deferred rent in the accompanying condensed consolidated balance sheet.

Rent expense for the nine months ended September 30, 2022 and 2021 was approximately $4.1 million and $2.7 million, respectively, and is included in
general and administrative expenses in the condensed consolidated statements of operations.

In July 2018, the Company assumed the operating lease for office space of the entity with which an asset purchase agreement (APA) was executed. The
monthly lease payment is $75 thousand and expires in May 2023. The future minimum lease payments are included in the table below. The Company
subleased the office space to a third-party in December 2018 for approximately $87 thousand per month. The sublease agreement will expire in May 2023.
Future rental income is approximately $1.0 million for 2022 and approximately $435 thousand for 2023.

Future minimum lease payments under non-cancelable terms are as follows (in thousands):
 

   As of September 30, 2022 
2022 (remaining payments)   $ 570 
2023    1,272 
2024    873 
2025    900 
2026    927 
Thereafter    1,853 

  

Total minimum lease payments   $ 6,395 
  

Litigation

In the ordinary course of business, the Company may face various claims brought by third parties and the Company may, from time to time, make claims
or take legal actions to assert its rights, including intellectual
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property disputes, contractual disputes, and other commercial disputes. Any of these claims could subject the Company to litigation. As of September 30,
2022 there are no claims that would cause a material impact on the condensed consolidated financial statements.

Indemnities

The Company’s directors and officers agreements require us, among other things, to indemnify the director or officer against specified expenses and
liabilities, such as attorneys’ fees, judgments, fines and settlements, paid by the individual in connection with any action, suit or proceeding arising out of
the individual’s status or service as our director or officer, other than liabilities arising from willful misconduct or conduct that is knowingly fraudulent or
deliberately dishonest, and to advance expenses incurred by the individual in connection with any proceeding against the individual with respect to which
the individual may be entitled to indemnification by the Company. The Company also indemnifies its lessor in connection with its facility lease for certain
claims arising from the use of the facilities.

These indemnities do not provide for any limitation of the maximum potential future payments the Company could be obligated to make. Historically, the
Company has not incurred any payments for these obligations and, therefore, no liabilities have been recorded for these indemnities in the accompanying
condensed consolidated balance sheets.

 
18. SUBSEQUENT EVENTS

On December 1, 2022, Tiger Capital assigned its interest in Modcloth to the Company for $1.5 million, at which point Modcloth became a fully owned
subsidiary of the Company. In addition, the Company paid the remaining balance of approximately $1 million on the inventory financing arrangement
between Modcloth and Tiger Capital.
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Part II
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution.

The following table indicates the expenses to be incurred in connection with the offering described in this registration statement, other than
underwriting discounts and commissions.
 

   Amount 
Securities and Exchange Commission registration fee   $ 1,102 
FINRA filing fee    * 
Accountants’ fees and expenses    * 
Legal fees and expenses    * 
Blue Sky fees and expenses    * 
Transfer Agent’s fees and expenses    * 
Printing and engraving expenses    * 
Miscellaneous    * 

  

Total expenses   $ * 
  

 
* To be provided by amendment.

Item 14. Indemnification of Directors and Officers.

Section 102 of the DGCL permits a corporation to eliminate the personal liability of directors of a corporation to the corporation or its stockholders
for monetary damages for a breach of fiduciary duty as a director, except where the director breached his duty of loyalty, failed to act in good faith,
engaged in intentional misconduct or knowingly violated a law, authorized the payment of a dividend or approved a stock repurchase in violation of
Delaware corporate law or obtained an improper personal benefit. Our certificate of incorporation provides that no director of the Registrant shall be
personally liable to it or its stockholders for monetary damages for any breach of fiduciary duty as a director, notwithstanding any provision of law
imposing such liability, except to the extent that the DGCL prohibits the elimination or limitation of liability of directors for breaches of fiduciary duty.

Section 145 of the DGCL provides that a corporation has the power to indemnify a director, officer, employee, or agent of the corporation, or a
person serving at the request of the corporation for another corporation, partnership, joint venture, trust or other enterprise in related capacities against
expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by the person in connection with an
action, suit or proceeding to which he was or is a party or is threatened to be made a party to any threatened, ending or completed action, suit or proceeding
by reason of such position, if such person acted in good faith and in a manner he reasonably believed to be in or not opposed to the best interests of the
corporation, and, in any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful, except that, in the case of actions
brought by or in the right of the corporation, no indemnification shall be made with respect to any claim, issue or matter as to which such person shall have
been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or other adjudicating court determines that, despite
the adjudication of liability but in view of all of the circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses
which the Court of Chancery or such other court shall deem proper.

Our certificate of incorporation provides that we will indemnify each person who was or is a party or threatened to be made a party to any
threatened, pending or completed action, suit or proceeding (other than an action by or in the right of us) by reason of the fact that he or she is or was, or
has agreed to become, a director or officer, or is or was serving, or has agreed to serve, at our request as a director, officer, partner, employee or
 

II-1



Table of Contents

trustee of, or in a similar capacity with, another corporation, partnership, joint venture, trust or other enterprise (all such persons being referred to as an
“Indemnitee”), or by reason of any action alleged to have been taken or omitted in such capacity, against all expenses (including attorneys’ fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred in connection with such action, suit or proceeding and any appeal
therefrom, if such Indemnitee acted in good faith and in a manner he or she reasonably believed to be in, or not opposed to, our best interests, and, with
respect to any criminal action or proceeding, he or she had no reasonable cause to believe his or her conduct was unlawful. Our certificate of incorporation
provides that we will indemnify any Indemnitee who was or is a party to an action or suit by or in the right of us to procure a judgment in our favor by
reason of the fact that the Indemnitee is or was, or has agreed to become, a director or officer, or is or was serving, or has agreed to serve, at our request as
a director, officer, partner, employee or trustee of, or in a similar capacity with, another corporation, partnership, joint venture, trust or other enterprise, or
by reason of any action alleged to have been taken or omitted in such capacity, against all expenses (including attorneys’ fees) and, to the extent permitted
by law, amounts paid in settlement actually and reasonably incurred in connection with such action, suit or proceeding, and any appeal therefrom, if the
Indemnitee acted in good faith and in a manner he or she reasonably believed to be in, or not opposed to, our best interests, except that no indemnification
shall be made with respect to any claim, issue or matter as to which such person shall have been adjudged to be liable to us, unless a court determines that,
despite such adjudication but in view of all of the circumstances, he or she is entitled to indemnification of such expenses. Notwithstanding the foregoing,
to the extent that any Indemnitee has been successful, on the merits or otherwise, he or she will be indemnified by us against all expenses (including
attorneys’ fees) actually and reasonably incurred in connection therewith. Expenses must be advanced to an Indemnitee under certain circumstances.

We have entered into indemnification agreements with each of our directors and officers. These indemnification agreements may require us, among
other things, to indemnify our directors and officers for some expenses, including attorneys’ fees, judgments, fines and settlement amounts incurred by a
director or officer in any action or proceeding arising out of his or her service as one of our directors or officers, or any of our subsidiaries or any other
company or enterprise to which the person provides services at our request.

We maintain a general liability insurance policy that covers certain liabilities of directors and officers of our corporation arising out of claims based
on acts or omissions in their capacities as directors or officers.

In any underwriting agreement we enter into in connection with the sale of common stock being registered hereby, the underwriters will agree to
indemnify, under certain conditions, us, our directors, our officers and persons who control us within the meaning of the Securities Act against certain
liabilities.

Item 15. Recent Sales of Unregistered Securities.

Set forth below is information regarding shares of capital stock issued by us within the past three years. Also included is the consideration received
by us for such shares and information relating to the section of the Securities Act, or rule of the Securities and Exchange Commission, under which
exemption from registration was claimed.

 
(a) Issuance of Capital Stock.

In January 2021, the Sponsor purchased an aggregate of 5,750,000 shares of SWAG’s Class B common stock, par value $0.0001 per share, for an
aggregate offering price of $25,000. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.

On August 26, 2022, the Registrant issued 517,079 shares of common stock to new and existing investors for aggregate gross proceeds of
approximately $5.2 million. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.
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On August 26, 2022, the Registrant issued 407,500 shares of common stock to certain financial advisors of the Registrant in exchange for services
rendered by such financial advisors for the Registrant in connection with the Business Combination. These securities were issued pursuant to Section 4(a)
(2) of the Securities Act.

On August 26, 2022, the Registrant issued 5,750,000 shares of common stock to certain existing investors upon the automatic conversion of SWAG
Class B common stock held by such investors. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.

 
(b) Warrants.

On August 2, 2021, the Registrant issued 9,000,000 Warrants to purchase shares of SWAG Class A common stock to the Sponsor for aggregate
gross proceeds of $9,000,000. On August 4, 2021, the Registrant issued an additional 982,754 Warrants to purchase shares of SWAG Class A common
stock to the Sponsor for aggregate gross proceeds of $982,754. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.

On August 26, 2022, the Registrant issued 1,396,419 PIPE Warrants with each whole PIPE Warrant entitling the holder thereof to purchase one
share of common stock at a price of $11.50 per share. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.

 
(c) Convertible Notes.

On August 26, 2022, the Registrant issued $65.5 million aggregate principal amount of Convertible Notes for aggregate gross proceeds of
$65.5 million. These securities were issued pursuant to Section 4(a)(2) of the Securities Act.

Item 16. Exhibits and Financial Statement Schedules.
 

(a) Exhibits.
 
      Incorporated by Reference  
Exhibit      Form  Exhibit   Filing Date  
    2.1*

  
Agreement and Plan of Merger, dated as of February 14, 2022, by and among Software Acquisition Group Inc.
III, Nuevo Merger Sub, Inc. and Branded Online, Inc. dba Nogin.   S-4   2.1    2/14/2022 

    2.2
  

Amendment to Agreement and Plan of Merger, dated as of April 19, 2022, by and among Software Acquisition
Group Inc. III, Nuevo Merger Sub, Inc. and Branded Online, Inc. dba Nogin.   S-4   2.2    5/16/2022 

    2.3

  

Amendment to Agreement and Plan of Merger, dated as of August 26, 2022, by and among Software
Acquisition Group Inc. III, Nuevo Merger Sub, Inc., Branded Online, Inc. dba Nogin, Jan Nugent and Geoff
Van Haeren.   8-K   2.3    9/01/2022 

    3.1   Amended and Restated Certificate of Incorporation of Nogin, Inc.   8-K   3.1    9/01/2022 

    3.2   Amended and Restated Bylaws of Nogin, Inc.   8-K   3.2    9/01/2022 

    4.1   Specimen Common Stock Certificate.   S-1   4.2    7/14/2021 

    4.2   Specimen Warrant Certificate.   S-1   4.3    7/14/2021 

    4.3
  

Warrant Agreement, dated as of July 28, 2021, by and between the Company and Continental Stock
Transfer & Trust Company, as warrant agent.   8-K   4.1    8/02/2021 
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      Incorporated by Reference  
Exhibit      Form   Exhibit   Filing Date  

    4.4
  

Convertible Notes Indenture, dated as of August 26, 2022, by and among the Company, the guarantors
named therein and the subscribers named therein.   8-K   4.4    9/01/2022 

    4.5   Form of 7.00% Convertible Senior Notes due 2026 (included in Exhibit 4.4).   8-K   4.5    9/01/2022 

    4.6
  

PIPE Warrant Agreement, dated as of August 26, 2022, by and among the Company and Continental Stock
Transfer & Trust Company, as warrant agent.   8-K   4.6    9/01/2022 

    5.1**   Opinion of Latham & Watkins LLP.       

  10.1

  

Amended and Restated Registration Rights Agreement, dated as of August 26, 2022, by and among the
Company, certain equityholders of the Company named therein and certain equityholders of Legacy Nogin
named therein.   8-K   10.1    9/01/2022 

  10.2
  

Letter Agreement, dated as of July 28, 2021, by and among the Company, its officers, its directors and
Sponsor.   8-K   10.1    8/02/21 

  10.3
  

Sponsor Support Agreement, dated as of February 14, 2022, by and among the Company, Sponsor and
Legacy Nogin.   S-4   10.9    2/14/22 

  10.4   Form of Convertible Note Subscription Agreement.   S-4   10.14    5/16/22 

  10.5   Form of Indemnification Agreement.   S-4   10.13    7/18/22 

  10.6   Branded Online, Inc. 2013 Stock Incentive Plan.   8-K   10.6    9/01/2022 

  10.7   Nogin, Inc. 2022 Incentive Award Plan.   8-K   10.7    9/01/2022 

  10.8
  

Form of Stock Option Grant Notice and Stock Option Agreement under the Nogin, Inc. 2022 Incentive
Award Plan.   8-K   10.8    9/01/2022 

  10.9
  

Form of Restricted Stock Unit Grant Notice and Restricted Stock Unit Agreement under the Nogin, Inc.
2022 Incentive Award Plan.   8-K   10.9    9/01/2022 

  10.10   Form of Equity PIPE Subscription Agreement.   8-K   10.10    9/01/2022 

  10.11
  

Separation Agreement and Mutual Release, dated January 27, 2023, by and between Nogin, Inc., Nogin
Commerce, Inc. and Jan-Christopher Nugent.   8-K   10.1    1/27/2023 

  10.12   Employment Agreement, dated January 30, 2023, by and between Nogin, Inc. and Jonathan S. Huberman.   8-K   10.1    2/03/2023 

  10.13   Employment Agreement, dated January 30, 2023, by and between Nogin, Inc. and Shahriyar Rahmati.   8-K   10.2    2/03/2023 

  21.1   Subsidiaries of Nogin, Inc.   8-K   21.1    9/01/2022 

  23.1   Consent of Grant Thornton LLP.       

  23.2**   Consent of Latham & Watkins LLP (included in Exhibit 5.1).       

  24.1   Power of Attorney (included on signature page of the initial filing of this Registration Statement).       

101.INS   XBRL Instance Document.       
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http://www.sec.gov/Archives/edgar/data/1841800/000119312522236634/d292151dex211.htm
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Incorporated by

Reference  

Exhibit      Form   Exhibit   
Filing
Date  

101.SCH  XBRL Taxonomy Extension Schema Document.       

101.CAL  XBRL Taxonomy Calculation Linkbase Document.       

101.DEF   XBRL Taxonomy Definition Linkbase Document.       

101.LAB  XBRL Taxonomy Extension Label Linkbase Document.       

101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document.       

107   Filing Fee Table.       
 
* Certain of the exhibits and schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(a)(5). The Company agrees to

furnish a copy of all omitted exhibits and schedules to the SEC upon its request.
** To be filed by amendment.

 
(b) Financial Statement Schedules.

Schedules not listed above have been omitted because the information required to be set forth therein is not applicable or is shown in the financial
statements or notes thereto.

Item 17. Undertakings.

The undersigned registrant hereby undertakes:

(1) to file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement: (i) to include any
prospectus required by Section 10(a)(3) of the Securities Act; (ii) to reflect in the prospectus any facts or events arising after the effective date of the
registration statement (or the most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the
information set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total
dollar value of securities offered would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum
offering range may be reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume
and price represent no more than a 20% change in the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the
effective registration statement; and (iii) to include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement; provided, however, that paragraphs (i), (ii) and (iii) do not
apply if the registration statement is on Form S-1 and the information required to be included in a post-effective amendment by those paragraphs is
contained in reports filed with or furnished to the Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of
1934 that are incorporated by reference in the registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of the
registration statement;

(2) that, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a new
registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof;

(3) to remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the termination
of the offering;

(4) that, for the purpose of determining liability under the Securities Act to any purchaser:
 

II-5



Table of Contents

Each prospectus filed pursuant to Rule 424(b) as part of a registration statement relating to an offering, other than registration statements relying on Rule
430B or other than prospectuses filed in reliance on Rule 430A, shall be deemed to be part of and included in the registration statement as of the date it is
first used after effectiveness. Provided, however, that no statement made in a registration statement or prospectus that is part of the registration statement or
made in a document incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of the registration statement
will, as to a purchaser with a time of contract of sale prior to such first use, supersede or modify any statement that was made in the registration statement
or prospectus that was part of the registration statement or made in any such document immediately prior to such date of first use; and

(5) that, for the purpose of determining liability of the registrant under the Securities Act to any purchaser in the initial distribution of the securities,
the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this registration statement, regardless
of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser by means of any of the
following communications, the undersigned registrant will be a seller to the purchaser and will be considered to offer or sell such securities to such
purchaser:

(a) any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 424;

(b) any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the
undersigned registrant;

(c) the portion of any other free writing prospectus relating to the offering containing material information about the undersigned registrant or its
securities provided by or on behalf of an undersigned registrant; and

(d) any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the
registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for
indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of
the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the
securities being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed by
the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Registration Statement to be signed on its
behalf by the undersigned hereunto duly authorized, on this 14th day of February, 2023.
 

Nogin, Inc.

By:  /s/ Jonathan S. Huberman
Name:  Jonathan S. Huberman
Title:

 

Chief Executive Officer,
President and Chairman
of the Board of Directors

Each person whose signature appears below constitutes and appoints each of Jonathan S. Huberman and Shahriyar Rahmati, acting alone or together
with another attorney-in-fact, as his or her true and lawful attorney-in-fact and agent, with full power of substitution and resubstitution, for such person and
in his or her name, place and stead, in any and all capacities, to sign any or all further amendments (including post-effective amendments) to this
registration statement (and any additional registration statement related hereto permitted by Rule 462(b) promulgated under the Securities Act of 1933 (and
all further amendments, including post-effective amendments, thereto)), and to file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do
and perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney-in-fact and agent, or his or her substitute or substitutes, may lawfully do or cause
to be done by virtue hereof

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities held
on the dates indicated.
 

Signature   Title  Date

/s/ Jonathan S. Huberman
Jonathan S. Huberman

  

Chief Executive Officer, President and
Chairman of the Board of Directors

(Principal Executive Officer)  

February 14, 2023

/s/ Shahriyar Rahmati
Shahriyar Rahmati

  

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)  

February 14, 2023

/s/ Geoffrey Van Haeren
Geoffrey Van Haeren   

Chief Technology Officer
and Director  

February 14, 2023

/s/ Wilhelmina Fader
Wilhelmina Fader   

Director
 

February 14, 2023

/s/ Eileen Moore Johnson
Eileen Moore Johnson   

Director
 

February 14, 2023
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Signature   Title  Date

/s/ Hussain Baig
Hussain Baig   

Director
 

February 14, 2023

/s/ Andrew Pancer
Andrew Pancer   

Director
 

February 14, 2023
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our report dated February 14, 2023, with respect to the consolidated financial statements of Nogin, Inc. contained in the Registration
Statement and Prospectus. We consent to the use of the aforementioned report in the Registration Statement and Prospectus, and to the use of our name as
it appears under the caption “Experts.”

/s/ GRANT THORNTON LLP

Newport Beach, California
February 14, 2023



Exhibit 107

Calculation of Filing Fee Tables

S-1
(Form Type)

Nogin, Inc.
(Exact Name of Registrant as Specified in its Charter)

Table 1: Newly Registered Securities
 

   
Security

Type  

Security
Class
Title  

Fee
Calculation or

Carry
Forward Rule  

Amount
Registered(1)  

Proposed
Maximum
Offering
Price Per
Security  

Maximum Aggregate
Offering Price(1)(2)  

Fee
Rate  

Amount of
Registration

Fee

Fees to Be Paid

 

Equity

 

Common
Stock,

par value
$0.0001
per share  

Rule 457(o)

   

$10,000,000.00

 

0.00011020

 

$1,102.00

  Total Offering Amounts   $10,000,000.00   $1,102.00
  Net Fee Due        $1,102.00

 
(1) Pursuant to Rule 416 under the Securities Act of 1933, as amended (the “Securities Act”), the registrant is also registering an indeterminate number

of additional shares of Common Stock that may become issuable as a result of any stock dividend, stock split, recapitalization or other similar
transaction.

(2) Estimated solely for the purpose of calculating the amount of the registration fee pursuant to Rule 457(o) under the Securities Act of 1933, as
amended.
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