








Upstart Holdings, Inc.
Management’s Discussion and Analysis of Financial Condition and Results of Operations
(Tabular Amounts in Thousands, Except Share and Per Share Data and Ratios, or as Noted)

Off-Balance Sheet Arrangements

In the ordinary course of business, we engage in activities that are not reflected on our consolidated
balance sheets, generally referred to as off-balance sheet arrangements. These activities involve transactions
with unconsolidated VIEs, including sale of whole loans and sponsored and co-sponsored securitization
transactions, which we contractually service. We use these transactions to provide a source of liquidity to
finance our business and to diversify our institutional investor base. If we are the retaining sponsor of a
securitization transaction, we are required by law to retain at least 5% of the credit risk of the securities issued
in these securitizations. We provide additional information regarding transactions with unconsolidated VIEs in
“Note 3. Variable Interest Entities” in Part I, Item 8 of this Annual Report on Form 10-K.

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements requires us to make judgments, estimates and
assumptions that affect the reported amounts of assets, liabilities, revenue, costs and expenses and related
disclosures. We base our estimates on historical experience and on various other assumptions that we believe to
be reasonable under the circumstances. Actual results could differ significantly from our estimates. To the
extent that there are differences between our estimates and actual results, our future financial statement
presentation, financial condition, results of operations and cash flows will be affected. Our significant
accounting policies are described in “Note 1. Description of Business and Significant Accounting Policies” in
Part I1, Item 8 of this Annual Report on Form 10-K.

Fair Value

Financial instruments measured at fair value on a recurring basis include, loans, beneficial interest
assets and liabilities, notes receivable and residual certificates, and payable to securitization note holders. We
believe the estimate of fair value of these financial instruments requires significant judgment. We use a
discounted cash flow model to estimate the fair value of these financial instruments based on the present value
of estimated future cash flows. This model uses both observable and unobservable inputs and reflects our best
estimates of the assumptions a market participant would use to calculate fair value. Primary inputs that require
significant judgment include discount rates, credit risk rates and expected prepayment rates. These inputs are
based on historical performance of loans facilitated through our platform, as well as the consideration of market
participant requirements.

We have also elected the fair value option for servicing assets and liabilities. We record servicing
assets and liabilities at estimated fair value when we transfer loans which qualify as sales under Topic 860,
Transfers and Servicing. We use a discounted cash flow model to estimate the fair value of loan servicing assets
and liabilities. The cash flows in the valuation model represent the difference between the servicing fees
charged to institutional investors and an estimated market servicing fee. Since servicing fees are generally based
on the monthly unpaid principal balance of the underlying loans, the expected cash flows in the model
incorporate estimated credit risk and expected prepayments on the loans. For further information on fair value
measurement refer to “Note 6. Fair Value Measurement” in Part 11, Item 8 of this Annual Report on Form 10-
K.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risks in the ordinary course of our business, which primarily relate to
fluctuations in market discount rates, credit risks, and interest rates. We are exposed to market risk directly
through loans and securities held on our consolidated balance sheets, access to the securitization markets,
institutional investor demand for loans facilitated through our marketplace, and availability of funding under our
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Upstart Holdings, Inc.

current credit facilities and term loans. Our inability or failure to manage market risks could harm our business,
financial condition or results of operations.

Discount Rate Risk

Discount rate sensitivity refers to the risk of loss to future earnings, values or future cash flows that may
result from changes in market discount rates.

As of December 31, 2022 and 2023, we were exposed to market discount rate risk on $1,010.4 million
and $977.3 million, respectively, of loans held on our consolidated balance sheets, excluding loans held in
consolidated securitization. The fair value of these loans is estimated using a discounted cash flow
methodology, where the discount rate represents an estimate of the required rate of return by market
participants. The changes in the discount rates for loans held on our balance sheet reflect the expected returns of
similar financial instruments available in the market and can be caused by changes in the market interest rates,
expected loan performance, and other factors. Any gains and losses from discount rate changes are recorded in
earnings. A hypothetical 100 basis point and 200 basis point increase in the discount rate would result in a $12.0
million and $23.7 million decrease, respectively, in the fair value of loans held on our consolidated balance
sheet as of December 31, 2022 and a $11.7 million and $23.1 million decrease, respectively, as of December 31,
2023.

Loans held in the consolidated securitization are included in loans, at fair value on the consolidated
balance sheets. The fair value of these loans is determined by the sum of the fair value of the related
securitization notes and residual certificates issued as part of the consolidated securitization, and uses the same
projected net cash flows as the underlying collateral loan pool. As the Company retained all residual certificates
issued by the consolidated securitization, their value is eliminated as part of the consolidation process. A
hypothetical 100 basis point and 200 basis point increase in the discount rate would result in a $2.4 million and
$4.8 million decrease, respectively, in the fair value of loans held in the consolidated securitization on the
consolidated balance sheet as of December 31, 2023.

As of December 31, 2023, we were also exposed to market discount rate risk on payable to
securitization note holders of $141.4 million. A hypothetical 100 basis point and 200 basis point increase in the
discount rate would result in a $1.9 million and $3.7 million decrease, respectively, in the fair value of payable
to securitization note holders on the consolidated balance sheet as of December 31, 2023.

As of December 31, 2023, we were also exposed to market discount rate risk on other financial
instruments, including $41.0 million of beneficial interest assets. Beneficial interest assets are estimated at fair
value using a discounted cash flow model which considers projected defaults, losses and recoveries to project
future losses and net cash flows on the underlying loans. We use two different discount rates for expected cash
flows associated with demonstrated to-date credit performance and those associated with future credit
performance. Any gains and losses from discount rate changes are recorded in earnings. A hypothetical 100
basis point and 200 basis point increase in the discount rate would result in a $1.2 million and $2.4 million
decrease, respectively, in the fair value of beneficial interest assets held on our consolidated balance sheet as of
December 31, 2023.

Credit Risk

Credit risk refers to the risk of loss of the loans on our consolidated balance sheets arising from
individual borrower default due to inability or unwillingness to meet their financial obligations. The
performance of certain financial instruments, including loans, beneficial interests, securitization notes and
residual certificates, and payable to securitization note holders on our consolidated balance sheets are dependent
on the credit performance of loans facilitated by us. To manage this risk, we monitor borrower payment
performance through our lending marketplace and utilize our Al capabilities to price loans in a manner that we
believe is reflective of their credit risk.
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The fair values of these loans, beneficial interests, securitization notes and residual certificates, and
payable to securitization note holders are estimated based on a discounted cash flow model which involves the
use of significant unobservable inputs and assumptions. These instruments are sensitive to changes in credit
risk.

As of December 31, 2022 and 2023, we were exposed to credit risk on $1,010.4 million and $977.3
million, respectively, of loans held on our consolidated balance sheet excluding loans held in consolidated
securitization. Loans bear fixed interest rates and are carried on our consolidated balance sheets at fair value. As
of December 31, 2022, a hypothetical 10% and 20% increase in credit risk would result in a $11.9 million and
$23.9 million decrease, and as of December 31, 2023, a hypothetical 10% and 20% increase in credit risk would
result in a $12.5 million and $25.0 million decrease in the fair value of loans held on our consolidated balance
sheets, respectively.

Loans held in the consolidated securitization are included in loans, at fair value on the consolidated
balance sheets. The fair value of these loans is determined by the sum of the fair value of the related
securitization notes and residual certificates issued by the consolidated entities, and uses the same projected net
cash flows as the underlying collateral loan pool. As the Company retained all residual certificates issued by the
consolidated securitization, the residual certificates value is eliminated as part of the consolidation process. A
hypothetical 100 and 200 basis point increase in the credit risk would result in a $2.7 million and $5.2 million
decrease, respectively, in the fair value of loans held in consolidated securitization on the consolidated balance
sheet as of December 31, 2023.

We are also exposed to credit risk on $41.0 million of beneficial interest assets and $4.2 million of
beneficial interest liabilities held on the consolidated balance sheet as of December 31, 2023. A hypothetical
10% and 20% increase in credit risk spread would result in a $9.1 million and $16.7 million decrease,
respectively, in the fair value of beneficial interest assets held on our consolidated balance sheet, and would
result in a $5.6 million and $11.2 million increase in the fair value of beneficial interest liabilities on our
consolidated balance sheet, respectively, as of December 31, 2023.

Counterparty Risk

We are subject to risk that arises from our derivative financial instruments, beneficial interests,
warehouse facilities, and third-party custodians. These activities generally involve an exchange of obligations
with unaffiliated lenders or other individuals or entities, referred to in such transactions as “counterparties”. If a
counterparty were to default or otherwise fail to perform, we could potentially be exposed to loss if such
counterparty were unable to meet its obligations to us. We manage this risk by selecting only counterparties that
we believe to be financially strong, spreading the risk among multiple such counterparties, and placing
contractual limits on the amount of dependence on any single counterparty.

As of December 31, 2022 and 2023, we held $532.5 million and $467.8 million, respectively, related
to cash and restricted cash in business checking accounts and interest-bearing deposit accounts at various
financial institutions in the United States. We are exposed to credit risk in the event of default by these financial
institutions to the extent the amount recorded on our consolidated balance sheets exceeds the insured amounts
by the Federal Deposit Insurance Corporation, or FDIC. We reduce credit risk by placing our cash and restricted
cash in reputable institutions.

Interest Rate Risk
An increase in interest rates typically results in an increase in the rate of return required by lending

partners and institutional investors, and therefore leads to a decrease in borrower demand. Higher interest rates
also correspond with higher payment obligations for borrowers, which may reduce the ability of individual
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borrowers to remain current on their obligations, leading to increased delinquencies, defaults, customer
bankruptcies and charge-offs, and decreasing recoveries, all of which could have a material adverse effect on
our business. We expect these outcomes would generally invert in an environment of decreasing interest rates.

An increase or decrease in interest rates may also impact our exposure to interest rate risk on our
warehouse credit facilities. As of December 31, 2022 and 2023, we were exposed to interest rate risk on $336.5
million and $387.4 million, respectively, under our warehouse credit facilities, which bear floating interest rates.
Changes in interest rates may impact our cost of borrowing. During the year ended December 31, 2023 we
entered into interest rate cap agreements in connection with our warehouse credit facilities with an aggregate
notional amount of $299.6 million. The interest rate caps provide protection to the credit facilities against
exposure to changes in cash flows to the extent the 1-month SOFR exceeds the strike rate. The UAWT interest
rate cap matures in April 2029 and the ULT interest rate cap matures June 2025. Refer to “Note 4. Derivative
Financial Instruments” for further details.

Equity Investment Risk

Our non-marketable equity securities are subject to a wide variety of market-related risks that could
substantially reduce or increase the carrying value of our investments.

Our non-marketable equity investments are in equity securities of privately-held companies without
readily determinable fair values. We elected to account for each such investment using the measurement
alternative which is cost less impairment, if any, and adjusted for changes resulting from observable price
changes in orderly transactions for an identical or similar investment in the same issuer. The determination of
whether an orderly transaction is for an identical or similar investment requires significant management
judgment and is inherently complex due to the lack of readily available market data. We consider factors such
as differences in the rights and preferences of the investments and the extent to which those differences would
affect the fair values of each investment. We also assess our non-marketable equity securities for impairment on
a quarterly basis. Our impairment analysis encompasses an assessment of both qualitative and quantitative
factors including the investee's financial metrics, market acceptance of the investee's product or technology,
general market conditions and liquidity considerations. Adjustments and impairments are recorded in other
expense on the consolidated statements of operations and comprehensive income (loss) upon recognition of
such adjustments or impairments. As of December 31, 2022 and 2023, the carrying value of our non-marketable
equity securities, which do not have readily determinable fair values, totaled $41.3 million.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the stockholders and the Board of Directors of Upstart Holdings, Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Upstart Holdings, Inc. and
subsidiaries (the “Company”) as of December 31, 2023 and 2022, the related consolidated statements of
operations and comprehensive income (loss), stockholders’ equity, and cash flows for each of the three years in
the period ended December 31, 2023, and the related notes (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2023 and 2022, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2023, in conformity with accounting principles
generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States) (PCAOB), the Company’s internal control over financial reporting as of December 31,
2023, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission and our report dated February 15, 2024, expressed
an unqualified opinion on the Company’s internal control over financial reporting.

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 PCAOB and are required to be independent with respect to the Company in accordance
with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. 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.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the
financial statements that was communicated or required to be communicated to the audit committee and that (1)
relates to accounts or disclosures that are material to the financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in
any way our opinion on the financial statements, taken as a whole, and we are not, by communicating the
critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or
disclosures to which it relates.

Valuation of Level 3 Financial Assets and Liabilities (“level 3 financial instruments”) and Unobservable
Inputs Therein

— Loans at Fair Value — See Notes 1 and 6
— Loan Servicing Assets and Liabilities at Fair Value — See Notes 1 and 6

— Beneficial Interest Assets at Fair Value — See Notes 1, 5 and 6
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Critical Audit Matter Description

The Company has elected the fair value option for loans, which are valued using unobservable inputs
significant to the fair value measurement. The Company estimates the fair value of these loans using a
discounted cash flow model based on the present value of estimated future cash flows. This model uses both
observable and unobservable inputs and reflects the Company’s best estimates of the assumptions a market
participant would use to calculate the fair value. The fair value methodology considers historical defaults, losses
and recoveries to project future losses and net cash flows on loans that are discounted using an estimate of
market rates of return. Primary inputs that require significant judgment include discount rates and credit risk
rates. These inputs are based on historical performance of loans facilitated through the Company’s platform, as
well as management’s consideration of assumptions a market participant would use.

The Company has elected the fair value option for loan servicing assets and liabilities, which are
valued using unobservable inputs significant to the fair value measurement. The Company estimates the fair
value of its loan servicing assets and liabilities using a discounted cash flow model based on the difference
between the servicing fees charged to institutional investors and an estimated market servicing fee on the
monthly unpaid principal balance of the underlying loans.

The Company has elected the fair value option for beneficial interest assets, and estimates the fair
value of its beneficial interest assets using a discounted cash flow model based on projected defaults, losses and
recoveries to project future losses and net cash flows on the underlying loans. Net cash flows are discounted
using an estimate of market rates of return that reflect the risk premium related to those cash flows. The model
uses discount rates that are inherently judgmental and reflect the Company’s best estimates of the assumptions a
market participant would use to determine fair value of its beneficial interest assets.

Given the significant judgments made by management in selecting the unobservable inputs used in
estimating the fair value of these level 3 financial instruments, performing audit procedures to evaluate the
reasonableness of management’s judgments related to the selection of the discount rates and credit risk rates for
loans, market servicing fee for loan servicing assets and liabilities, and discount rates for beneficial interest
assets required a high degree of auditor judgment and an increased extent of effort, including the need to
involve our fair value specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the unobservable inputs used by management to estimate the fair value
of these level 3 financial instruments, included the following, among others:

*  We tested the effectiveness of management’s internal controls relating to estimation of the fair value of
these level 3 financial instruments, including controls related to management’s selection of the
discount rates and credit risk rates for loans, market servicing fee for loan servicing assets and
liabilities, and discount rates for beneficial interest assets.

*  We evaluated the accuracy and completeness of the data used in estimation of the fair value of these
level 3 financial instruments.

*  With the assistance of our fair value specialists, we developed independent estimates of the fair value
of these level 3 financial instruments, and compared our estimates to the Company’s estimates.

/s/ Deloitte & Touche LLP

San Francisco, California
February 15, 2024

We have served as the Company’s auditor since 2015.
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Upstart Holdings, Inc.
Consolidated Balance Sheets

(In thousands, except share data)

December 31, December 31,

2022 2023
Assets
Cash $ 422411 $ 368,405
Restricted cash 110,056 99,382
Loans (at fair value)'” 1,010,421 1,156,413
Property, equipment, and software, net 44,168 42,655
Operating lease right of use assets 86,335 54,694
Beneficial interest assets (at fair value) — 41,012
Non-marketable equity securities 41,250 41,250
Goodwill 67,062 67,062
Other assets (includes $42,648 and $48,897 at fair value as of December 31,
2022 and December 31, 2023, respectively) 154,351 146,227
Total assets” $ 1,936,054 $ 2,017,100
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable $ 18,715  $ 12,613
Payable to investors 90,777 53,580
Borrowings 986,394 1,040,424
Payable to securitization note holders (at fair value) — 141,416
Accrued expenses and other liabilities (includes $8,820 and $10,510 at fair
value as of December 31, 2022 and December 31, 2023, respectively) 66,946 71,438
Operating lease liabilities 100,787 62,324
Total liabilities 1,263,619 1,381,795
Stockholders’ equity:
Common stock, $0.0001 par value; 700,000,000 shares authorized; 81,259,676
and 86,330,303 shares issued and outstanding as of December 31, 2022 and
December 31, 2023, respectively 8 9
Additional paid-in capital 714,871 917,872
Accumulated deficit (42,444) (282,576)
Total stockholders’ equity 672,435 635,305
Total liabilities and stockholders’ equity $ 1,936,054 $ 2,017,100
(1) As of December 31, 2023, includes $179.1 million of loans, at fair value, contributed as collateral for the consolidated

securitization. No such loans were held as of December 31, 2022. Refer to “Note 6. Fair Value Measurement” for details.

2) The following table presents information on assets and liabilities related to variable interest entities (“VIEs”) that are consolidated
by Upstart Holdings, Inc. at December 31, 2022 and December 31, 2023. The assets in the table below may only be used to settle
obligations of consolidated VIEs and are in excess of those obligations. The liabilities in the table below include liabilities for
which creditors do not have recourse to the general credit of Upstart Holdings, Inc. The assets and liabilities in the table below
include third-party assets and liabilities of consolidated VIEs and exclude intercompany balances that eliminate in consolidation.
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Upstart Holdings, Inc.
Consolidated Balance Sheets (Continued)

(In thousands, except share data)

Assets
Cash
Restricted cash

Loans (at fair value)

Other assets (includes $2,244 and $5,958 at fair value as of December 31, 2022
and December 31, 2023, respectively)

Total assets

Liabilities
Payable to investors
Borrowings
Payable to securitization note holders (at fair value)
Accrued expenses and other liabilities
Total liabilities
Total net assets

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

December 31,

2022 2023
$ 838 1,603
13,147 23,450
958,822 1,147,423
11,674 22,917
$ 984,481 1,195,393
$ — 121
336,452 387,440
— 141,416
1,378 1,975
337,830 530,952
$ 646,651 664,441




Upstart Holdings, Inc.

Consolidated Statements of Operations and Comprehensive Income (Loss)

(In thousands, except share and per share data)

Year Ended December 31,
2021 2022 2023
Revenue:
Revenue from fees, net 801,275 $ 907,272 $ 560,431
Interest income, interest expense, and fair value
adjustments, net:
Interest income'" 20,634 105,580 168,996
Interest expense'” (3,274) (10,843) (34,894)
Fair value and other adjustments' 29,954 (159,565) (180,971)
Total interest income, interest expense, and fair value
adjustments, net 47,314 (64,828) (46,869)
Total revenue 848,589 842,444 513,562
Operating expenses:
Sales and marketing 333,453 345,776 127,143
Customer operations 117,579 187,994 150,418
Engineering and product development 133,999 237,247 280,138
General, administrative, and other 122,677 185,290 212,388
Total operating expenses 707,708 956,307 770,087
Income (loss) from operations 140,881 (113,863) (256,525)
Other income (expense), net (5,174) 9,473 21,206
Expense on convertible notes (1,976) (4,684) (4,706)
Net income (loss) before income taxes 133,731 (109,074) (240,025)
(Benefit) provision for income taxes (1,712) (409) 107
Net income (loss) 135,443 $ (108,665) $ (240,132)
Net income (loss) per share, basic 1.73  $ (1.31) $ (2.87)
Net income (loss) per share, diluted 143 § (1.31) $ (2.87)
Weighted-average number of shares outstanding used in
computing net income (loss) per share, basic 78,106,359 82,771,268 83,765,896
Weighted-average number of shares outstanding used in
computing net income (loss) per share, diluted 94,772,641 82,771,268 83,765,896
(1) Balances for year ended December 31, 2023 include amounts related to the consolidated securitization. Refer to “Note 2. Revenue”

for details.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Stockholders’ Equity

Upstart Holdings, Inc.

(In thousands, except share data)

Balance as of December 31, 2020

Issuance of common stock upon exercise of
stock options

Issuance of common stock upon settlement
of restricted stock units

Exercise of common stock warrants
Stock-based compensation expense

Shares withheld related to net share
settlement of restricted stock units

Issuance of common stock in connection
with acquisition

Issuance of common stock in connection
with follow-on offering, net of underwriting
discounts, commissions, and offering costs

Issuance of common stock under employee
stock purchase plan

Purchase of capped calls
Net income
Balance as of December 30, 2021

Issuance of common stock upon exercise of
stock options

Issuance of common stock upon settlement
of restricted stock units

Shares withheld related to net share
settlement of restricted stock units

Repurchase and retirement of restricted
stock

Stock-based compensation expense

Issuance of common stock under employee
stock purchase plan

Repurchases of stock
Net loss
Balance as of December 31, 2022

Issuance of common stock upon exercise of
stock options

Issuance of common stock upon settlement
of restricted stock units

Shares withheld related to net share
settlement of restricted stock units

Stock-based compensation expense

Issuance of common stock under employee
stock purchase plan

Net loss
Balance as of December 31, 2023

Additional Retained Total
1tiona Earnings ota
Common Stock Paid-in  (Accumulated Stockholders’
Shares Amount Capital Deficit) Equity
73,314,026 $ 7 $ 369,467 $ (69,222) $ 300,252
7,047,722 — 14,736 — 14,736
32,775 — — —
72,407 — — —
— — 76,327 — 76,327
(1,730) — (236) — (236)
650,740 — 71,003 — 71,003
2,300,000 1 263,930 — 263,931
243725 — 4,145 — 4,145
— — (58,523) — (58,523)
— — — 135,443 135,443
83,659,665 $ 8 $ 740,849 $ 66,221 $ 807,078
2,464,572 1 12,353 — 12,354
866,717 — — —
(619) — (16) — (16)
(10,279) — — — —
— — 131,905 — 131,905
162,796 — 7,662 — 7,662
(5,883,176) (1) (177,882) — (177,883)
— — — (108,665) (108,665)
81,259,676 $ 8 § 714,871 $ (42,444) $ 672,435
1,441,787 1 12,880 — 12,881
3,170,158 — — —
(777) — (15) — (15)
— — 181,705 — 181,705
459,459 — 8,431 — 8,431
— — — (240,132) (240,132)
86,330,303 § 9 §$ 917,872 § (282,576) $ 635,305

The accompanying notes are an integral part of these consolidated financial statements.
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Upstart Holdings, Inc.
Consolidated Statements of Cash Flows
(In thousands)

Year Ended December 31,
2021 2022 2023

Cash flows from operating activities
Net income (loss) $ 135,443 $  (108,665) $ (240,132)

Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:

Change in fair value of financial instruments (228) 168,878 234,822
Stock-based compensation 73,186 125,945 175,039
Gain on loan servicing rights, net (6,916) (28,739) (13,713)
Depreciation and amortization 7,541 13,513 24,903
Non-cash interest expense 1,983 3,047 3,057
Other — — (3,869)
Net changes in operating assets and liabilities:
Purchases of loans held-for-sale (8,932,604) (7,807,429) (3,006,510)
Proceeds from sale of loans held-for-sale 8,826,045 6,828,617 2,514,627
Principal payments received for loans held-for-sale 8,659 152,018 189,746
Principal payments received for loans held by consolidated
securitization — — 24,832
Settlements of beneficial interest liabilities — — (596)
Other assets (62,042) 4,173 (8,932)
Operating lease liability and right-of-use asset 3,126 10,204 (6,822)
Accounts payable (7,513) 11,878 (6,127)
Payable to investors 62,097 (16,821) (42,989)
Accrued expenses and other liabilities 59,576 (31,300) 2,171
Net cash provided by (used in) operating activities 168,353 (674,681) (160,493)

Cash flows from investing activities

Purchases and originations of loans held-for-investment (159,398) (149,298) (157,223)
Proceeds from sale of loans held-for-investment 51,403 14,289 972
Principal payments received for loans held-for-investment 24,532 43,311 102,446
Principal payments received for notes receivable and
repayments of residual certificates 11,458 6,736 4,328
Purchases of property and equipment (8,427) (8,825) (1,527)
Capitalized software costs (6,688) (14,088) (10,559)
Acquisition of beneficial interest assets — — (56,892)
Purchases of non-marketable equity securities (40,000) (1,250) —
Purchase of certificates of deposit — (5,000) —
Acquisition, net of cash acquired (16,757) — =
Net cash used in investing activities (143,877) (114,125) (118,455)

Cash flows from financing activities
Proceeds from borrowings 718,422 688,813 626,910
Repayments of borrowings (71,316) (400,898) (575,937)
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Upstart Holdings, Inc.
Consolidated Statements of Cash Flows (Continued)

(In thousands)
Year Ended December 31,
2021 2022 2023
Principal payments made on securitization notes — — (23,320)
Proceeds from issuance of securitization notes — — 165,318
Proceeds from secondary offering, net of underwriting
discounts, commissions, and offering costs 263,931 — —
Payment of debt issuance costs (15,727) — —
Purchase of capped calls (58,523) — —
Proceeds from issuance of common stock under employee
stock purchase plan 4,145 7,662 8,431
Proceeds from exercise of stock options 14,736 12,354 12,881
Taxes paid related to net share settlement of equity awards (236) (16) (15)
Repurchases of common stock — (177,883) —
Net cash provided by financing activities 855,432 130,032 214,268
Change in cash and restricted cash 879,908 (658,774) (64,680)
Cash and restricted cash
Cash and restricted cash at beginning of year 311,333 1,191,241 532,467
Cash and restricted cash at end of year $ 1,191,241 § 532,467 $ 467,787
Supplemental disclosures of cash flow information
Cash paid for interest $ 3274 $ 12,473 $ 36,547
Cash (received) paid for income taxes, net 2,300 328 (658)
Supplemental disclosures of non-cash investing and
financing activities
Securities retained under consolidated securitization transaction $ — 3 — 3 44,763
Residual certificates retained under unconsolidated securitization — 4,680 13,172
Beneficial interest assets included in payable to investors — — 5,792
Capitalized stock-based compensation expense 3,141 5,960 6,666
Issuance of common stock in connection with acquisition 80,256 — —

The following presents cash and restricted cash by category within the consolidated balance sheets:

December 31, December 31,

2022 2023
Cash $ 422411 $ 368,405
Restricted cash 110,056 99,382
Total cash and restricted cash $ 532,467 $ 467,787

The accompanying notes are an integral part of these consolidated financial statements.
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1. Description of Business and Significant Accounting Policies

Description of Business

Upstart Holdings, Inc. and its subsidiaries (together “Upstart”, the “Company”, “management”, “we”,
or “our”) apply modern data science and technology to the process of originating consumer credit. The
Company helps originate credit, including personal and auto loans, by providing lending partners with access to
a proprietary, cloud-based, artificial intelligence lending marketplace. As the Company’s technology continues
to improve and additional lending partners adopt the Upstart platform, consumers benefit from improved access
to affordable and frictionless credit. The Company currently operates in the United States and is headquartered
in San Mateo, California and Columbus, Ohio. The Company’s fiscal year ends on December 31.

Basis of Presentation and Consolidation

The Company has one reportable segment. The Company’s chief operating decision maker, the Chief
Executive Officer, reviews financial information presented on a consolidated basis for purposes of allocating
resources and evaluating financial performance. The accompanying consolidated financial statements have been
prepared in conformity with accounting principles generally accepted in the United States of America
(“GAAP”) and include the accounts of the Company, its wholly-owned subsidiaries, and consolidated VIEs. All
intercompany accounts and transactions have been eliminated. The Company’s functional and reporting
currency is the U.S. dollar.

Follow-on Offering

On April 13, 2021, the Company completed a follow-on offering, in which 2,300,000 shares of
common stock (including the exercise in full of the underwriters’ option to purchase 300,000 additional shares)
were issued and sold at $120.00 per share. The Company received net proceeds of $263.9 million after
deducting underwriting discounts and commissions of $11.0 million and offering expenses of $1.0 million.
Offering expenses consisted of incremental accounting, legal, and other fees incurred related to the follow-on
offering.

Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAP requires that
management make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported
amounts of revenues and expenses during the reporting periods.

Significant estimates and assumptions made in the accompanying consolidated financial statements,
which management believes are critical in understanding and evaluating the Company’s reported financial
results include: (i) fair value determinations; (ii) stock-based compensation; (iii) consolidation of VIEs; and (iv)
the evaluation for impairment of goodwill and acquired intangible assets. The Company bases its estimates on
various factors it believes to be reasonable under the circumstances. Actual results could differ from those
estimates and such differences could affect the results of operations reported in future years.

Cash and Restricted Cash
Cash consists of bank deposits held in business checking and interest-bearing deposit accounts. As of

December 31, 2022 and 2023, the Company did not have any cash equivalent balances, defined as highly liquid
financial instruments purchased with original maturities of three months or less.
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Restricted cash primarily consists of deposit accounts that are held in our custody but restricted for
regulatory or legal purposes. This balance includes amounts that are: (i) received from borrowers for interest
and principal applied to loans as part of loan servicing, but not yet distributed to institutional investors; (ii)
provided by institutional investors in relation to loan purchases; (iii) collateral for letters of credit the Company
as required to maintain under its operating lease agreements; (iv) received from borrowers for interest and
principal applied to loans pledged as part of our Company’s warehouse credit facilities, but not yet distributed
to the Company, and (v) cash balances restricted in connection with the Company’s risk sharing arrangements.

Fair Value Measurement

Assets and liabilities recorded at fair value on a recurring basis on the consolidated balance sheets are
categorized based upon the level of judgment associated with the inputs used to measure their fair values. Fair
value is defined as the exchange price that would be received for an asset or an exit price that would be paid to
transfer a liability in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. The price used to measure fair value is not adjusted for
transaction costs. The principal market is the market in which the Company would sell or transfer the asset with
the greatest volume and level of activity for the asset. In determining the principal market for an asset or
liability, it is assumed that the Company has access to the market as of the measurement date. If no market for
the asset exists, or if the Company does not have access to the principal market, a hypothetical market is used.

The authoritative guidance on fair value measurements establishes a three-tier fair value hierarchy for
disclosure of fair value measurements as follows:

Level 1—Unadjusted quoted market prices in active markets for identical assets or liabilities;

Level 2— Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability. These include quoted prices for similar assets or liabilities in active markets
and quoted prices for identical or similar assets or liabilities in markets that are not active; and

Level 3— Unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities.

Assets and liabilities measured at fair value on a recurring basis include loans, notes receivable and
residual certificates, loan servicing assets and liabilities, derivatives, beneficial interests, payable to
securitization note holders, and trailing fee liabilities. When developing fair value measurements, the Company
maximizes the use of observable inputs and minimizes the use of unobservable inputs.

However, for certain instruments, the Company must utilize unobservable inputs in determining fair
value due to the lack of observable inputs in the market, which requires greater judgment in measuring fair
value. In instances where there is limited or no observable market data, fair value measurements for assets and
liabilities are based primarily upon the Company’s own estimates, and the measurements reflect information
and assumptions that management believes a market participant would use in pricing the asset or liability.

Financial Instruments not Measured at Fair Value

The Company’s financial instruments not measured at fair value consist primarily of cash, restricted
cash, and other assets (excluding certain financial instruments, which are measured at fair value, such as loan
servicing assets, interest rate caps, notes receivable and residual certificates), accounts payable, payable to
investors, and other liabilities (excluding certain financial instruments, such as loan servicing liabilities,
beneficial interest liabilities, and trailing fee liabilities which are measured at fair value). Payable to investors
includes amounts of loan repayments not yet distributed to institutional investors, as well as amounts received
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from institutional investors but not yet invested directly in whole loans. The carrying values of these financial
instruments are approximates of their respective fair values due to their short-term nature.

Borrowings are presented at par, net of debt issuance costs and amortized over the contractual term
using the effective interest method, with accrued interest included as part of accrued expenses and other
liabilities on the consolidated balance sheets. The carrying value of borrowings associated with the warehouse
credit facilities approximates the fair value due to their relatively short maturities.

Variable Interest Entities

A legal entity is considered a VIE if it has either a total equity investment that is insufficient to finance
its operations without additional subordinated financial support or whose equity holders lack the characteristics
of a controlling financial interest. The Company’s variable interests arise from contractual, ownership, or other
monetary interests in the entity. The Company consolidates a VIE when it is deemed to be the primary
beneficiary. The Company determines it is the primary beneficiary if it has the power to direct activities that
most significantly impact the VIE’s economic performance and has the obligation to absorb losses or the right
to receive benefits of the VIE that could be potentially significant to the VIE. The Company assesses whether or
not it is the primary beneficiary of a VIE on an ongoing basis.

Consolidated Securitization

The Company elected the measurement alternative under Accounting Standards Codification (“ASC”)
810, Consolidation, and maximizes the use of observable inputs to estimate the fair value of the financial assets
and liabilities of a consolidated securitization entity. Under the measurement alternative, the Company
determined that the fair value of the liabilities, which consists of securitization notes and residual certificates
issued by the entity, is based on more observable inputs than inputs used to determine the fair value of the
assets, which consists of held-for-sale loans. Thus, the fair value of these loans is determined by the sum of the
fair value of the related securitization notes and residual certificates. Changes in the fair value of these assets
and liabilities are included in the consolidated statements of operations and comprehensive income (loss).

Transfer of Financial Assets

Upstart-powered loans originated by lending partners are either retained by the lending partners,
purchased by the Company and immediately sold to institutional investors under loan sale agreements, or
purchased and held by the Company for a period of time before being sold to third-party investors, or held to
maturity by the Company for the primary purpose of product research and development. Loans held on the
Company’s consolidated balance sheets are classified as either held-for-investment or held-for-sale, and loans
purchased for immediate resale to third-party investors are classified as held-for-sale. Immediate loan resales to
institutional investors are accounted for as transfers of financial assets when the Company surrenders control of
these loan assets. These sales typically occur shortly after the origination of the loans by the lending partner and
the Company’s subsequent acquisition of the loans from the originating lending partner. Loans sold to
institutional investors are derecognized from the Company’s consolidated balance sheets at the time of sale in
accordance with the ASC 860, Transfers and Servicing. The Company records an asset or a liability at fair value
for its estimated post-sale servicing arrangements. The Company also records liabilities net of fair value for
contingent obligations to repurchase loans that do not conform to the representations and warranties made to the
loan purchaser at the time of sale. These liabilities are included within other liabilities on the Company’s
consolidated balance sheets.

Loan Servicing Assets and Liabilities
Loan servicing assets and liabilities are recognized at fair value when the Company transfers loans,

which qualify as sales under ASC 860 with servicing rights retained or when the Company enters into servicing
agreements with lending partners who retain Upstart-powered loans. A loan servicing asset or liability exists
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depending on whether the revenue from servicing is expected to more than adequately compensate the
Company for carrying out its servicing obligations.

Loan servicing assets and liabilities are recorded in other assets and accrued expenses and other
liabilities, respectively, in the consolidated balance sheets, with changes in fair value recorded in servicing
revenue, net, which is part of revenue from fees, net in the consolidated statements of operations and
comprehensive income (loss). Refer to “Note 2. Revenue” for further details.

Property, Equipment, and Software, Net

Property, equipment, and software are stated at cost less accumulated depreciation and amortization.
Depreciation and amortization are recognized using the straight-line method over the estimated useful lives of
the assets, which are generally three years for internally developed software, computer and networking
equipment, and furniture and fixtures. Leasehold improvements are depreciated over the shorter of the
remaining lease term or the estimated useful life.

Internally developed software is capitalized upon completion of the preliminary project stage, when it
becomes probable that the project will be completed, and the software will be used as intended. Capitalized
costs primarily consist of salaries and payroll related costs for employees directly involved in development
efforts. Costs related to the preliminary project stage and activities occurring after the implementation of the
software are expensed as incurred. Costs incurred for software upgrades are capitalized if they result in
additional functionalities or substantial enhancements.

The Company evaluates its long-lived assets for potential impairment when events or changes in
circumstances indicate that the carrying amount of the assets may not be recoverable. When such an event
occurs the carrying amount of the asset is reduced to its estimated fair value.

Leases

The Company determines if an arrangement is or contains a lease at inception. Operating leases are
recorded on the consolidated balance sheets with right-of-use assets representing the right to use the underlying
asset and lease liabilities representing the obligation to make lease payments. Right-of-use assets (“ROU”) and
lease liabilities are recognized at lease commencement primarily based on the present value of lease payments
over the lease term, and as necessary, at modification. The operating lease ROU assets also include any initial
direct costs, lease payments made prior to lease commencement, and lease incentives received. Variable lease
payments are expensed as incurred and are not included within the ROU asset and lease liability calculation.
Variable lease payments primarily include reimbursements of costs incurred by lessors for common area
maintenance and utilities. The Company’s lease terms are the non-cancelable period including any rent-free
periods provided by the lessor and may include options to extend or terminate the lease when it is reasonably
certain that it will exercise that option. At lease inception, and in subsequent periods as necessary, the Company
estimates the lease term based on its assessment of extension and termination options that are reasonably certain
to be exercised. Lease costs for lease payments are recognized on a straight-line basis over the lease term. As
the rate implicit on the Company’s leases is not readily determinable, the Company uses its secured incremental
borrowing rate to determine the present value of lease payments. The incremental borrowing rate is the rate of
interest that the Company would have to pay to borrow an amount equal to the lease payments on a
collateralized basis over a similar term and in a similar economic environment.

The Company has elected not to separate lease and non-lease components for any leases within its

existing classes of assets and, as a result, accounts for any lease and non-lease components as a single lease
component. The Company has immaterial leases with a term of 12 months or less.
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Derivative Financial Instruments

The Company evaluates its contracts and financial instruments to determine if these contracts and
instruments or their parts meet the definition of derivatives in accordance with the requirements of ASC 815,
Derivatives and Hedging. Derivatives are recorded on the consolidated balance sheets at fair value with changes
in the value recorded in earnings on the consolidated statements of operations and comprehensive income (loss),
and are reported within the net cash used in operating activities in the consolidated statements of cash flows.
The Company uses derivative financial instruments to manage risks related to our ongoing business operations,
including managing interest rates on our warehouse facilities. The Company does not employ derivatives for
trading or speculative purposes and has no derivatives classified as accounting hedges.

Beneficial Interests

Beneficial interests represent the Company’s right to receive or an obligation to make cash payments to
certain loan buyers based on the credit performance of the underlying loan portfolios. The Company evaluates
these arrangements to determine if they or their components meet the characteristics of derivative financial
instruments. Beneficial interests that meet such characteristics are reported in accordance with the derivative
financial instruments policy. For other beneficial interests that meet the criteria of a debt security, the Company
has elected to record the arrangement at fair value and recognize the changes in fair value and other adjustments
on the consolidated statements of operations and comprehensive income (loss). Refer to “Note 5. Beneficial
Interests” for additional information.

Non-marketable Equity Securities

The Company’s strategic investments consists of non-marketable equity securities on the consolidated
balance sheets which are investments in privately held companies. Non-marketable equity securities do not have
a readily determinable fair value and are measured by the Company at cost less impairment, if any, and adjusted
for changes resulting from observable price changes in orderly transactions for an identical or similar
investment in the same issuer (the “measurement alternative”). Gains and losses on the investment, realized and
unrealized, are recognized in other income (expense), net on our consolidated statements of operations and
comprehensive income (loss) and a new carrying value is established for the investment upon such recognition
of the gains and losses. There have been no unrealized or realized gains and losses or impairments related to the
non-marketable equity securities accounted for under the measurement alternative for the years presented. As of
December 31, 2022 and 2023, the carrying value of our non-marketable equity securities was $41.3 million.

The determination of whether an orderly transaction is for an identical or similar investment requires
significant management judgment. In its evaluation, the Company considers factors such as differences in the
rights and preferences of the investment and the extent to which those differences would affect the fair value of
the investment. In the event the Company identifies an observable price change from an orderly transaction for
an identical or similar investment of the same issuer, the Company must estimate the fair value of its strategic
investments using the most recent data available. The Company’s impairment analysis encompasses an
assessment of both qualitative and quantitative factors.

Business Combinations

The Company accounts for business combinations using the acquisition method of accounting which
requires the fair values of assets acquired and liabilities assumed to be recognized in the consolidated financial
statements. Assets acquired and liabilities assumed in a business combination are recognized at their estimated
fair value as of the acquisition date. The excess purchase price over the fair value of assets acquired and
liabilities assumed is recorded as goodwill. The allocation of fair values may be subject to adjustment after the
initial allocation for up to a one-year period, with the corresponding offset to goodwill. Acquisition-related
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costs, such as legal and consulting fees, are recognized separately from the business combination and are
expensed as incurred.

Goodwill and Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of identifiable net assets
acquired. Goodwill is reviewed for impairment annually, or more frequently if an event or a change in
circumstances indicates that goodwill may be impaired. We first assess qualitative factors to determine if it is
more likely than not that the fair value of the reporting unit is less than its carrying value. Examples of
qualitative factors include, but are not limited to, a significant adverse change in legal factors or in the business
climate, a significant decline in our stock price, a significant decline in our projected revenue or cash flows, or
the presence of other indicators that would indicate a reduction in the fair value of a reporting unit. If the
Company concludes that it is more likely than not that the fair value of the reporting unit is less than its carrying
value, a quantitative test is performed. We perform a quantitative goodwill impairment test by determining the
fair value of the reporting unit and comparing it to the carrying value of the reporting unit. If the fair value of
the reporting unit is greater than the reporting unit’s carrying value, then the carrying value of the reporting unit
is deemed to be recoverable. If the carrying value of the reporting unit is greater than the reporting unit’s fair
value, goodwill is impaired and written down to the reporting unit’s fair value.

Acquired intangible assets are recorded at fair value on the date of acquisition and amortized on a
straight-line basis over their estimated useful lives. Acquired intangible assets are presented net of accumulated
amortization on the consolidated balance sheets. The Company reviews the carrying amounts of intangible
assets for impairment whenever an event or change in circumstances indicates that the carrying amount of the
assets may not be recoverable. We measure the recoverability of intangible assets by comparing the carrying
amount of each asset to the future undiscounted cash flows we expect the asset to generate. Impairment is
measured by the amount in which the carrying value of the asset exceeds its fair value. In addition, we
periodically evaluate the estimated remaining useful lives of long-lived intangible assets to determine whether
events or changes in circumstances warrant a revision to the remaining period of amortization.

Revenue Recognition

The Company’s revenue consists of two components: revenue from fees, net and interest income,
interest expense, and fair value adjustments, net. The revenue from fees, net line item on the consolidated
statements of operations and comprehensive income (loss) is primarily comprised of platform and referral fees,
net, which are recognized in accordance with ASC 606, Revenue from Contracts with Customers, and servicing
and other fees, net, which are accounted for under ASC 860, Transfers and Servicing. Refer to “Note 2.
Revenue” for further information.

Operating Expenses
Sales and Marketing

Sales and marketing expenses primarily consist of costs incurred across various advertising channels,
including expenses for partnerships with third-parties providing borrower referrals, direct mail and digital
advertising campaigns, as well as other expenses associated with building overall brand awareness and
experiential marketing costs. Sales and marketing expenses also include payroll and other personnel-related
costs, including stock-based compensation expense, for related teams. These costs are recognized in the period
incurred.
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Customer Operations

Customer operations expenses include payroll and other personnel-related expenses, including stock-
based compensation expense, for personnel engaged in onboarding, loan servicing, customer support and other
related operational teams. These costs also include costs of third-party collection agencies and other systems
and tools the Company uses as part of information verification, fraud detection, and payment processing
activities. These costs are recognized in the period incurred.

Engineering and Product Development

Engineering and product development expenses primarily consist of payroll and other employee-
related expenses, including stock-based compensation expenses, for the engineering and product development
teams as well as the costs of systems and tools used by these teams. These costs are recognized in the period
incurred.

General, Administrative, and Other

General, administrative, and other expenses consist primarily of payroll and other employee-related
expenses, including stock-based compensation expense for legal and compliance, finance and accounting,
human resources and facilities teams, as well as depreciation and amortization of property, equipment and
software, professional services fees, facilities and travel expenses. These costs are recognized in the period
incurred.

Stock-Based Compensation

The Company issues stock options, restricted stock units (“RSUs”), performance-based restricted stock
units (“PRSUs”), and restricted stock to employees and non-employees, including directors and third-party
service providers, and employee stock purchase rights granted under the Company’s employee stock purchase
plan (“ESPP”). Stock options and employee stock purchase rights granted under the ESPP are initially measured
at fair value at the date of grant using the Black-Scholes option-pricing model. RSUs and restricted stock are
measured at the fair market value of our common stock at the grant date. PRSUs are initially measured at fair
value using a Monte Carlo simulation model. Stock-based compensation expenses are recognized based on their
respective grant-date fair values. Forfeitures are estimated at the time of grant and revised, as necessary, in
subsequent periods if actual forfeitures differ from initial estimates. Stock-based compensation expense is
recorded net of estimated forfeitures, such that the expense is recorded only for those awards that are expected
to vest.

Other Income (Expense), Net

In 2021, the Company voluntarily repaid proceeds received under the Paycheck Protection Program
plus accrued interest totaling $5.3 million. The Company recognized the loan principal repayment as an other
expense. In the year ended December 31, 2022 and 2023, other income (expense), net primarily consists of
dividend income earned by the Company on its unrestricted cash balance which is recognized in the period
earned.

Income Taxes
Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities
are recognized for the future tax consequences attributable to differences between the consolidated financial

statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to
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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 includes the enactment date. A valuation allowance may be established to reduce the deferred tax
asset to the level at which it is “more likely than not” that the tax asset or benefits will be realized. Realization
of tax benefits of deductible temporary differences and operating loss carryforwards depends on having
sufficient taxable income of an appropriate character within the carryback or carryforward periods.

The Company recognizes the effect of income tax positions only if those positions are more likely than
not of being sustained upon review by the taxing authority. Recognized income tax positions are measured at
the largest amount that is greater than 50% likely of being realized. Changes in recognition or measurement are
reflected in the period in which the change in judgment occurs.

Net Income (Loss) Per Share

The Company follows the two-class method when computing net income (loss) per common share
when shares are issued that meet the definition of participating securities. The two-class method determines net
income (loss) per common share for each class of common stock and participating securities according to
dividends declared or accumulated and participation rights in undistributed earnings. The two-class method
requires income available to common stockholders for the year to be allocated between common stock and
participating securities based upon their respective rights to receive dividends as if all income for the year had
been distributed.

Basic net income (loss) per share is computed by dividing the net income (loss) attributable to common
stockholders by the weighted-average number of common shares outstanding for the year.

Diluted net income (loss) per share is the amount of net income (loss) available to each share of
common stock outstanding during the reporting year, adjusted to include the effect of potentially dilutive
common shares. Potentially dilutive common shares include incremental shares issued for stock options,
unvested RSUs, purchase rights committed under the ESPP, and convertible debt. The calculation of diluted net
income (loss) per share excludes all anti-dilutive common shares. For years in which the Company reports net
losses, basic and diluted net loss per share are the same because potentially dilutive common shares are not
assumed to have been issued if their effect is anti-dilutive.

Recently Adopted Accounting Pronouncements

On January 1, 2023, the Company adopted Accounting Standards Update (“ASU”) 2021-08, Business
Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with
Customers, which was issued by the FASB in October 2021. The new guidance requires contract assets and
contract liabilities acquired in a business combination to be recognized and measured by the acquirer on the
acquisition date in accordance with ASC 606, Revenue from Contracts with Customers, as if it had originated
the contracts. Under the previous business combinations guidance, such assets and liabilities are recognized by
the acquirer at fair value on the acquisition date. The ASU will be applied prospectively to business
combinations occurring after the adoption date. The adoption of this new standard did not have an impact on the
Company's consolidated financial statements or related disclosures.

Recently Issued Accounting Pronouncements
In November 2023, the FASB issued ASU 2023-07, Segment Reporting (Topic 280): Improvements to

Reportable Segment Disclosures. The amendments in this update improve reportable segment disclosure
requirements, primarily through enhanced disclosures about significant segment expenses. Specifically, the new
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guidance requires disclosure, on an annual and interim basis, of significant segment expenses that are regularly
provided to the chief operating decision maker, and an amount for other segment items by reportable segment,
with a description of its composition. In addition, the amendments enhance interim disclosure requirements,
clarify circumstances in which an entity can disclose multiple segment measures of profit or loss, and provide
new segment disclosure requirements for entities with a single reportable segment. This ASU is effective for
fiscal years beginning after December 15, 2023, and interim periods within fiscal years beginning after
December 15, 2024, with early adoption permitted. The Company is currently evaluating the impact of the
amendments to its consolidated financial statements and related disclosures.

In December 2023, the FASB issued ASU 2023-08, Intangibles—Goodwill and Other—Crypto Assets
(Subtopic 350-60): Accounting for and Disclosure of Crypto Assets. The amendments in this update require
entities that hold certain crypto assets to subsequently measure them at fair value, with changes in fair value
recorded in net income. In addition, entities are required to provide additional disclosures about the holdings of
certain crypto assets. This ASU is effective for fiscal years beginning after December 15, 2024, including
interim periods within those fiscal years, with early adoption permitted. The Company does not expect the
adoption of this guidance to have a material impact on its consolidated financial statements or related
disclosures.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to
Income Tax Disclosures. The amendments in this update require entities to disclose specific categories in the
effective tax rate reconciliation and provide additional information for reconciling items where the effect of
those reconciling items is equal to or greater than 5% of the amount computed by multiplying pretax income/
loss by the applicable statutory income tax rate. In addition, entities are required to disclose the year-to-date
amount of income taxes paid (net of refunds received) disaggregated by jurisdictions. This ASU is effective for
annual periods beginning after December 15, 2024 with early adoption permitted. The Company is currently
evaluating the impact of these amendments on its consolidated financial statements and related disclosures.

2. Revenue
Revenue from Fees, Net

The Company disaggregates revenue from fees by type of service for the years presented as follows:

Year Ended December 31,
2021 2022 2023
Revenue from fees, net:
Platform and referral fees, net $ 726,161 $ 732,237 $ 414,120
Servicing and other fees, net 75,114 175,035 146,311
Total revenue from fees, net $ 801,275 $ 907,272 $ 560,431

Platform and Referral Fees, Net

The Company enters into contracts with lending partners to provide access to a cloud-based artificial
intelligence lending marketplace developed by the Company (the “Upstart platform”) to enable lending partners
to originate unsecured personal and secured auto loans. The Upstart platform includes a cloud-based application
(through Upstart.com or a lending partner-branded program) for submitting loan applications, verifying
information provided within submitted applications, risk underwriting (through a series of proprietary
technology solutions), delivery of electronic loan offers, and if the offer is accepted by the borrower, electronic
loan documentation signed by the borrower. Lending partners can specify certain parameters of loans they are
willing to originate. Under these contracts, lending partners can choose to use Upstart’s referral services, which
allow them to access new borrowers through Upstart’s marketing channels.
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After origination, Upstart-powered loans are either retained by lending partners, purchased by the
Company for immediate resale to institutional investors under loan sale agreements, or purchased and held by
the Company. For loans purchased by the Company, Upstart pays lending partners a one-time loan premium fee
upon completion of the minimum contractual holding period. Upstart also pays lending partners monthly loan
trailing fees based on the amount and timing of principal and interest payments made by borrowers of the
underlying loans. Both the loan premium fees and loan trailing fees are consideration payable to customers,
which are our lending partners, and are recorded as a reduction to platform and referral fees, net, which is part
of revenue from fees, net, in the consolidated statements of operations and comprehensive income (loss). The
Company recognized $23.6 million, $27.7 million, and $8.1 million of loan premium fees and loan trailing fees
as contra-revenue within platform and referral fees, net during the year ended December 31, 2021, 2022, and
2023, respectively.

As of December 31, 2022 and 2023, the Company recognized $4.9 million and $4.3 million of loan
trailing fee liability, respectively, which is recorded at fair value and included within accrued expenses and
other liabilities on the Company’s consolidated balance sheets. Refer to “Note 6. Fair Value Measurement” for
additional information on changes in fair value associated with trailing fee liabilities.

The Company’s arrangements for platform and referral services typically consist of an obligation to
provide one or both of these services to customers, on a when and if needed basis (a stand-ready obligation),
and revenue is recognized as such services are performed. Additionally, the services have the same pattern and
period of transfer, and when provided individually or together, are accounted for as a single combined
performance obligation representing a series of distinct services.

Platform and referral services are typically provided under a fixed or variable price per unit based on a
percentage of the value of loans originated each period with certain lending partners subject to minimum fees;
however, pricing for these services may also be based on usage fees, calculated as a percentage of each loan
originated. The nature of the Company’s promise is to stand-ready and provide continuous access to and process
transactions through the platform. Platform and referral fees represent variable consideration as loan origination
volume is not known at contract inception. These fees are determined each time a loan is originated. Fees for
platform and referral services are typically billed and paid on either a daily or monthly basis. As such, the
Company’s contracts with customers do not include a significant financing component.

The Company also enters into subscription agreements with auto dealerships to access Upstart Auto
Retail software, a cloud-based solution that facilitates dealership operations and enables them to provide
consumers with access to Upstart-powered auto loans. Subscription agreements generally have a contractual
term of one to six months with evergreen monthly renewals. The Company bills customers on a monthly basis.
Subscription fees are recognized over the contract term as the performance obligation is satisfied, and is
included within platform and referral fees, net in the consolidated statements of operations and comprehensive
income (loss). During the year ended December 31, 2021 and 2022 the Company recognized immaterial
amounts of subscription fee revenue and recognized $3.8 million during the year ended December 31, 2023.

The Company had $31.1 million and $19.5 million of accounts receivable that are included in other
assets on the consolidated balance sheets related to contracts with customers as of December 31, 2022 and 2023,
respectively. The standard payment terms on accounts receivable are 30 days. The Company’s allowance for
bad debt and bad debt expense were immaterial for the years presented.

The Company capitalizes incremental costs of obtaining a contract with a customer, which are certain
sales commissions paid to employees in connection with the acquisition of lending partners. Capitalized costs
are amortized over the expected period of benefit, which we have determined, based on an analysis, to be three
years. The Company applies the practical expedient to expense costs to obtain contracts with customers if the
amortization period is one year or less. As of December 31, 2022 and 2023, the Company had $2.6 million and

136



Upstart Holdings, Inc.
Notes to Consolidated Financial Statements

(Tabular Amounts in Thousands, Except Share and Per Share Data and Ratios, or as Noted)

$2.7 million of contract costs, respectively, capitalized within other assets on the consolidated balance sheets.
During the years ended December 31, 2021, 2022 and 2023, the Company amortized an immaterial amount,
$2.8 million, and $3.2 million, respectively, of capitalized contracts costs to sales and marketing in the
consolidated statements of operations and comprehensive income (loss) for the years presented.

Customers accounting for greater than 10% of total revenue were as follows:

Year Ended December 31,
2021 2022 2023
Customer A 56% 45% 29%
Customer B 27% 28% 23%
Customer C & & 11%

* Less than 10%

Customers accounting for greater than 10% of accounts receivable were as follows:

December 31, December 31,

2022 2023
Customer C 23% 15%
Customer A * 11%

* Less than 10%
Servicing and Other Fees, Net

The Company also enters into contracts with lending partners and institutional investors to provide
loan servicing for the life of Upstart-powered loans. These services commence upon origination of these loans
by lending partners and include collection, processing and reconciliations of payments received, institutional
investor reporting and borrower customer support as well as distribution of funds to the holders of the loans.
The Company charges the loan holder a monthly servicing fee calculated based on a predetermined percentage
of the outstanding principal balance. Servicing fees also include certain ancillary fees charged on a per
transaction basis for processing late payments and payments declined due to insufficient funds. Servicing fees
are recognized in the period the services are provided. Loan servicing fees are not within the scope of ASC 606,
Revenue from Contracts with Customers, and are accounted for under ASC 860, Transfers and Servicing.

The Company charges lending partners and institutional investors for collection agency fees related to
their outstanding loan portfolio. The Company either performs borrower collection activities in-house, or
outsources to third-party collection agencies particularly for loans that are more than 30 days past due or
charged off. The Company has discretion in hiring the collection agencies and determining the scope of their
work. As the principal in the arrangement, the Company recognizes gross revenue from collection agency fees
in the period that the services are provided. Upstart also receives certain ancillary borrower fees inclusive of late
payment fees and ACH fail fees. The total fees charged by collection agencies are recognized in the period
incurred and reported as part of customer operations expenses.

Servicing and other fees, net also includes gains and losses on assets and liabilities recognized under
loan servicing arrangements for loans retained by lending partners or loans sold to institutional investors. Such
gains or losses are recognized based on whether the benefits of servicing are expected to be more or less than
adequate compensation for servicing obligations performed by the Company. Servicing fees also include
changes in fair value of loan servicing assets and liabilities. Refer to “Note 6. Fair Value Measurement” for
additional information on changes in fair value associated with servicing assets and liabilities.
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The following table presents the components of servicing and other fees, net as part of revenue from
fees, net in the Company’s consolidated statements of operations and comprehensive income (loss):

Year Ended December 31,
2021 2022 2023
Servicing fees $ 51,255 $ 115,742 $ 107,008
Borrower fees 7,289 25,208 29,139
Collection agency fees 4,473 10,519 15,865
Other fees 1,067 675 743
Net gain (loss) on servicing rights and fair value adjustments 11,030 22,891 (6,444)
Total servicing and other fees, net $ 75,114  § 175,035 $ 146,311

Interest Income, Interest Expense, and Fair Value Adjustments, Net

Interest income, interest expense, and fair value adjustments, net is comprised of interest income,
interest expense and net changes in the fair value of financial instruments, held in the Company’s normal course
of business at fair value, including loans, derivatives, beneficial interests, notes receivable and residual
certificates, trailing fee liabilities, and payable to securitization note holders.

The following table presents components of the interest income, interest expense, and fair value
adjustments, net presented in the Company’s consolidated statements of operations and comprehensive income
(loss):

Year Ended December 31,
2021 2022 2023

Interest income'" $ 20,634 $ 105580 $ 168,996
Interest expense'” (3,274) (10,843) (34,894)
Fair value and other adjustments

Unrealized gain (loss) on loans, loan charge-offs, and other

fair value adjustments, net 1,894 (101,422) (130,440)

Realized gain (loss) on sale of loans, net 28,060 (58,143) (24,042)

Fair value losses on beneficial interests — — (26,489)
Total fair value and other adjustments, net" 29,954 (159,565) (180,971)
Total interest income, interest expense, and fair value
adjustments, net $ 47314 $ (64,828) $ (46,869)

(1) Includes interest income, interest expense and fair value and other adjustments, net related to the consolidated securitization as follows:
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Year Ended December 31,

2021 2022 2023
Interest income, interest expense, and fair value adjustments,
net related to consolidated securitization:
Interest income $ — 3 — 3 19,697
Interest expense — — (6,733)
Unrealized loss on loans, loan charge-offs, and other fair value
adjustments, net — — (5,496)
Total interest income, interest expense, and fair value
adjustments, net $ — — 3 7,468

Interest Income

Interest income is recognized based on the terms of the underlying agreements with borrowers for
loans held on the Company’s consolidated balance sheets and is earned over the life of a loan.

Interest income also includes accrued interest earned on outstanding loans but not collected. Loans that
have reached a delinquency of over 120 days are classified as non-accrual status and any accrued interest
recorded in relation to these loans is reversed in the respective period. The Company does not record an
allowance for credit losses on accrued interest receivable. As of December 31, 2022 and 2023, the Company has
recorded $12.8 million and $14.2 million of accrued interest income in loans on the consolidated balance sheets,
respectively.

Interest Expense

Interest expense is primarily related to interest recorded on the Company’s borrowings on warehouse
credit facilities, and interest expense related to the consolidated securitization. Interest expense includes accrued
interest incurred but not paid. Accrued interest expenses were immaterial as of December 31, 2022 and 2023.
Interest expense also includes changes in fair value of the interest rate cap. Refer to “Note 4. Derivative
Financial Instruments” for additional information.

Fair Value and Other Adjustments, Net

Fair value and other adjustments, net include changes in fair value of financial instruments, other than
loan servicing assets and liabilities and the interest rate cap. These adjustments are recorded in the Company’s
consolidated statements of operations and comprehensive income (loss) and include both realized and
unrealized changes to the value of related assets and liabilities. Refer to “Note 6. Fair Value Measurement” for
additional information.

Fair value and other adjustments, net also includes amounts received from borrowers for previously
charged-off loans held on the Company’s consolidated balance sheets. These amounts are recognized in the
period when amounts are received. Amounts received from borrowers for previously charged-off loans were
immaterial for the year ended December 31, 2021 and 2022, and $7.2 million for the year ended December 31,
2023.
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3. Variable Interest Entities
Consolidated VIEs

The Company consolidates VIEs in which the Company has a variable interest and is determined to be
the primary beneficiary. This determination is based on whether the Company has a variable interest (or
combination of variable interests) that provides the Company with (a) the power to direct the activities that most
significantly impact the VIE’s economic performance and (b) the obligation to absorb losses or right to receive
benefits that could be potentially significant to the VIE. The Company continually reassesses whether it is the
primary beneficiary of a VIE throughout the entire period the Company is involved with the VIE.

The Company also determines whether decision-maker or service-provider fees are variable interests.
Decision-maker or service-provider fees are not considered variable interests when the arrangement does not
expose the Company to risks of loss that a potential VIE was designed to pass on to its variable interest holders,
the fees are commensurate, the arrangement is at market, and the Company does not have any other interests
(including direct interests and certain indirect interests held through related parties) that absorb more than an
insignificant amount of a VIE’s potential variability. This determination can have a significant impact on the
Company’s consolidation analysis, as it could affect whether a legal entity is a VIE and whether the Company is
the primary beneficiary of a VIE. When the Company’s decision-maker or service-provider fee is not a variable
interest, the Company is viewed as acting as a fiduciary for the potential VIE.

The following tables present a summary of financial assets and liabilities from the Company’s
involvement with consolidated VIEs:

Assets Liabilities Net Assets
December 31, 2022
Consolidated securitization $ — 3 — 3 —
Consolidated warehouse entities 488,337 337,269 151,068
Other consolidated VIEs 496,144 561 495,583
Total consolidated VIEs $ 984,481 $ 337,830 $ 646,651
Assets Liabilities Net Assets
December 31, 2023
Consolidated securitization $ 187,258 $ 141,420 $ 45,838
Consolidated warehouse entities 645,455 388,681 256,774
Other consolidated VIEs 362,680 851 361,829
Total consolidated VIEs $ 1,195393 $ 530,952 $ 664,441

Consolidated Securitization

On July 6, 2023, the Company completed a private securitization securities offering (“UPST 2023-27).
As a retaining sponsor of the transaction, under risk retention requirements in Title 17 U.S. Code of Federal
Regulations Part 246, Credit Risk Retention, promulgated by the Securities and Exchange Commission, the
Company is required to retain at least 5% of the economic risk in UPST 2023-2. The Company elected to satisfy
the risk retention requirements by holding eligible vertical retained interests in the form of a combination of
securitization notes and residual certificates. The Company has also retained the remainder of the residual
certificates issued as part of the transaction. The Company was the sole contributor of the collateral, which
included $204.7 million unpaid principal balance of Upstart-powered loans held by the Company. The
weighted-average coupon of the securitization notes issued was approximately 9.2%, and their sale generated
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approximately $165.3 million in gross cash proceeds. These proceeds and payments made on securitization
notes are classified as financing activities in the statement of cash flows.

Upon closing of UPST 2023-2, the Company determined that servicing fees represent a variable
interest due to the retained interests held by the Company. The retained interests held by the Company were
deemed to potentially absorb more than an insignificant amount of expected losses or expected returns at the
inception of the securitization transaction. The Company, as servicer, also has the power to direct the activities
that most significantly impact the economics of the entities associated with the UPST 2023-2 securitization, and
as such, the Company determined it was the primary beneficiary and consolidated the entities associated with
UPST 2023-2.

The loans held in the consolidated securitization trust are classified as held-for-sale and included in
loans, at fair value, and the notes sold to third-party investors are recorded at fair value as payable to
securitization note holders on the consolidated balance sheets. Refer to “Note 6. Fair Value Measurement” for
additional information on determination of fair value of these assets and liabilities. The value of the residual
certificates issued as part of the securitization and retained by the Company was eliminated as part of the
consolidation.

Warehouse Entities

The Company established Upstart Loan Trust (“ULT”) and Upstart Auto Warehouse Trust (“UAWT”)
to enter into warehouse credit facilities for the purpose of purchasing Upstart-powered loans. Refer to “Note 10.
Borrowings” for additional information. These entities are Delaware statutory trusts that are structured to be
bankruptcy-remote, with third-party banks operating as trustees.

Other Consolidated VIE

The Company has formed a number of VIEs for the purpose of holding Upstart-powered loans that are
not pledged or eligible to be pledged to the Company’s warehouse credit facilities.

Unconsolidated VIEs

The Company’s transactions with unconsolidated VIEs include securitizations of unsecured personal
whole loans and sales of whole loans to VIEs. While the Company continues to be involved with the
unconsolidated VIEs in its role as the sponsor and the servicer of securitization transactions, the Company does
not hold a significant economic interest in these entities and has determined that it is not the primary beneficiary
of these entities. The Company’s unconsolidated VIEs include entities established as the issuers and grantor
trusts for various securitization transactions.

In cases where the VIEs are not consolidated and the transfer of the loans from the Company to the
securitization trust meets sale accounting criteria, the Company recognizes a gain or loss on sales of loans. The
net proceeds of the sale represent the fair value of any assets obtained or liabilities incurred as part of the
transaction. The assets are transferred into a trust such that the assets are legally isolated from the creditors of
the Company and are not available to satisfy obligations of the Company. These assets can only be used to settle
obligations of the underlying securitization trusts.

During the year ended December 31, 2023, the Company exercised a clean up call related to two
unconsolidated VIEs and subsequently liquidated the associated entities. A clean up call option allows the
Company, as servicer, to repurchase the remaining transferred financial asset once the collateral falls below a
predefined level, which represents the point where servicing becomes administratively burdensome. The clean
up calls had no material impact on the consolidated financial statements of the Company.
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The following tables summarize the aggregate value of assets and liabilities of unconsolidated VIEs in
which the Company holds a variable interest but is not the primary beneficiary:

Maximum
Exposure to
Assets Liabilities Net Assets Losses
December 31, 2022
Securitizations and other $ 364,013 $ 265,040 $ 98,973 $ 13,311
Maximum
Exposure to
Assets Liabilities Net Assets Losses
December 31, 2023
Securitizations and other $ 445929 § 319,357 $ 126,572 $ 20,885

The Company’s maximum exposure to loss from its involvement with unconsolidated VIEs represents
the estimated loss that would be incurred under severe, hypothetical circumstances, for which the Company
believes the possibility is remote. The carrying value of assets that relate to variable interests in unconsolidated
VIEs consists of $6.2 million and $14.8 million of securitization notes and residual certificates which are
included in other assets on the consolidated balance sheets as of December 31, 2022 and 2023, respectively. The
Company also had $7.1 million and $6.0 million of cash deposits held as reserve accounts for related
securitizations, included in other assets on the consolidated balance sheets as of December 31, 2022 and 2023.

For securitization transactions where the Company is not the risk retaining sponsor, and servicing is
the only form of continuing involvement, the Company would only experience a loss if it were required to
repurchase such a loan due to a breach in representations and warranties and is not able to collect all
repayments, refer to “Note 13. Commitments and Contingencies” for further information.

The investors and the securitization trusts have no direct recourse to the Company’s assets, and holders
of the securities issued by the securitization trusts can look only to the assets of the securitization trusts that
issued their securities for payment. The interests held by the Company and its affiliates are subject principally to
the credit and prepayment risk stemming from the underlying unsecured personal whole loans.

4. Derivative Financial Instruments

In February 2023 and June 2023, UAWT and ULT entered into interest rate cap agreements with a
strike rate of 3.0% and 3.25%, respectively. The agreements were entered into in relation to the warehouse
credit facilities which bear floating interest rates, refer to “Note 10. Borrowings” for further information. The
interest rate caps provide protection to the credit facilities against exposure to changes in cash flows to the
extent the underlying interest rate on the facility exceeds the strike rate. The UAWT interest rate cap matures in
April 2029 and the ULT interest rate cap matures June 2025. The interest rate cap agreements meet the
definition of a derivative and are reported at fair value. Refer to “Note 6. Fair Value Measurement” for
additional information.

The following table presents the notional amount as well as the fair value of interest rate caps, which is

reported as part of other assets on the consolidated balance sheets. There were no material derivative financial
instruments held by the Company as of December 31, 2022.

142



Upstart Holdings, Inc.
Notes to Consolidated Financial Statements

(Tabular Amounts in Thousands, Except Share and Per Share Data and Ratios, or as Noted)

December 31, 2023
Notional Amount Fair Value
Interest rate caps $ 299,578 $ 5,958

The Company recognizes changes in fair value of these instruments in earnings and reports them as
part of the interest expense on the consolidated statements of operations and comprehensive income (loss). The
Company recognized no gains or losses on interest rate caps during the year ended December 31, 2021 and
2022. The Company recognized an immaterial amount of fair value gains, net on interest rate caps during the
year ended December 31, 2023.

5. Beneficial Interests

In connection with certain committed capital agreements, the Company has risk sharing arrangements
in which it is obligated to make payments to the loan buyer or is entitled to receive payments from the loan
buyer if credit performance on the underlying loans subject to the arrangements deviates from initial
expectations, subject to a dollar cap. The Company has beneficial interests in these arrangements which either
meet the definition of a derivative or that meet the criteria of a debt security. As of December 31, 2023 the
Company’s capital at risk, which represents the maximum exposure to losses, under these arrangements was
$98.5 million. The Company had no risk sharing arrangements as of December 31, 2022.

The following table presents the aggregate unpaid principal balance of the underlying portfolio as well
as the fair value of beneficial interest assets, which are presented as a separate asset line item on the
consolidated balance sheets and beneficial interest liabilities which are included in other liabilities on the
consolidated balance sheets. There were no beneficial interest assets or liabilities held by the Company as of
December 31, 2022.

December 31, 2023
Unpaid Principal Balance Fair Value
Beneficial interest assets $ 958,870 $ 41,012
Beneficial interest liabilities $ 769,102 $ 4,221

The Company recognizes beneficial interests at fair value with changes reported as part of the fair
value and other adjustments on the consolidated statements of operations and comprehensive income (loss). The
table below presents losses recognized on beneficial interests during the year ended December 31, 2023 The
Company recognized no gains or losses on beneficial interest during the year ended December 31, 2021 and
2022.

Year Ended December 31, 2023
Fair value losses on beneficial interests $ (26,489)

Refer to “Note 6. Fair Value Measurement” for additional information.
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6. Fair Value Measurement

The following tables presents assets and liabilities measured at fair value and categorized in

accordance with the fair value hierarchy:

December 31, December 31,
Level 2022 2023

Assets
Loans 3 $ 1,010421 $ 1,156,413
Beneficial interests 3 — 41,012
Loan servicing assets 3 36,467 28,092
Notes receivable and residual certificates 3 6,181 14,847
Interest rate caps'"’ 2 — 5,958
Total assets $ 1,053,069 $ 1,246,322
Liabilities
Payable to securitization note holders 3 $ — 141,416
Trailing fee liabilities 3 4,852 4,251
Beneficial interest liabilities 3 — 4221
Loan servicing liabilities 3 3,968 2,038
Total liabilities $ 8,820 $ 151,926

(1) The fair value of interest rate caps is determined based on the present value of the estimated future cash flows over the contract term
using observable market-based inputs as of the valuation date, including implied interest rates.

Financial instruments are categorized in the fair value hierarchy based on the significance of
unobservable inputs and assumptions in the overall fair value measurement. Financial instruments classified as
Level 3 within the fair value hierarchy do not trade in an active market with readily observable prices. The
Company uses significant unobservable inputs to measure the fair value of these assets and liabilities.

There were no transfers between Level 1, Level 2 or Level 3 of the fair value hierarchy during the

years presented.

Loans

Loans included in the Company’s consolidated balance sheets are classified as either held-for-sale or

held-for-investment based on the Company’s intent and ability to sell the loans prior to maturity. From time to
time, the Company transfers loans between the classification categories based on changes in the Company’s
intent and ability. Loans held in the consolidated securitization include loans contributed as collateral to and
held in the consolidated securitization (UPST 2023-2) and are classified as held-for-sale following their
classification upon the contribution.
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The following table presents the fair value of classes of loans included in the Company’s consolidated
balance sheets as of December 31, 2022 and 2023:

December 31, December 31,

2022 2023
Loans held-for-sale $ 882,810 $ 830,574
Loans held-for-investment 127,611 146,768
Loans held in consolidated securitization — 179,071
Total $§ 1,010421 § 1,156,413

Valuation Methodology

Loans held-for-sale and held-for-investment are measured at estimated fair value using a discounted
cash flow model. The fair valuation methodology considers projected prepayments and historical defaults,
losses and recoveries to project future losses and net cash flows on loans. Net cash flows are discounted using
an estimate of market rates of return. The fair value of these loans also includes accrued interest.

The Company elected the measurement alternative under Topic 810, Consolidation, and maximizes the
use of observable inputs to estimate the fair value of the financial assets and liabilities of UPST 2023-2. Under
the measurement alternative, the Company determined that inputs used to determine the value of UPST 2023-2
liabilities, which consist of securitization notes and residual certificates issued as part of this securitization, are
more observable than those used to measure fair value of UPST 2023-2 financial assets, which consist of held-
for-sale loans contributed as collateral. Thus, the loans are measured based on the sum of the fair value of the
UPST 2023-2 securitization notes and residual certificates, with changes in fair value included in the
consolidated statements of operations and comprehensive income (loss).

Significant Inputs and Assumptions

The following table presents quantitative information about the significant unobservable inputs used
for the Company’s Level 3 fair value measurements for loans held-for-investment and held-for-sale:

December 31, 2022 December 31, 2023
Weighted- Weighted-
Minimum Maximum  Average”  Minimum Maximum  Average®
Discount rate 6.36 % 22.28 % 11.87 % 9.63 % 23.22 % 12.06 %
Credit risk rate " 0.01 % 93.09 % 16.93 % 0.01 % 93.10 % 17.66 %
Prepayment rate 0.08 % 93.43 % 40.49 % 0.13 % 95.80 % 36.52 %

(1) Expressed as a percentage of the original principal balance of the loans.
(2) Unobservable inputs were weighted by relative fair value.
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The following table presents quantitative information about the significant unobservable inputs implied
for the Company’s Level 3 fair value measurements for loans held in consolidated securitization, which is
determined by the sum of the fair value of the related securitization notes and residual certificates:

December 31, 2022 December 31, 2023
Weighted- Weighted-
Minimum Maximum  Average ®  Minimum Maximum  Average
Discount rate 2 R e 6.85 % 16.00 % 9.99 %
Credit risk rate " * * * 0.61 % 37.70 % 15.51 %
Prepayment rate * * * 6.66 % 89.84 % 4273 %

(1) Expressed as a percentage of the original principal balance of the loans.
(2) Unobservable inputs were weighted by relative fair value.
* Not applicable

Discount rates—The discount rates are rates of return used to discount future expected cash flows to
arrive at a present value, which represents the fair value. The discount rates used for the projected net cash
flows are the Company’s estimates of the rates of return that market participants would require when investing
in these financial instruments with cash flows dependent on credit quality of the related loan. A risk premium
component is implicitly included in the discount rates to reflect the amount of compensation market participants
require due to the uncertainty inherent in the instruments’ cash flows resulting from risks such as credit and
liquidity.

Credit risk rates—The credit risk rates are an estimate of the net cumulative principal payments that will
not be repaid over the entire life of a financial instrument. The credit risk rates are expressed as a percentage of
the original principal amount of the instrument. The estimated net cumulative loss represents the sum of the net
losses estimated to occur each month of the life of the instrument, net of the average recovery expected to be
received.

Prepayment rates—Prepayment rates are an estimate of the cumulative principal prepayments that will

occur over the entire life of a loan as a percentage of the original principal amount of the loan. The assumption
regarding cumulative prepayments impacts the projected balances and expected terms of the loans.
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Significant Recurring Level 3 Fair Value Input Sensitivity
The following table presents the sensitivity of the fair value of loans held-for-sale and held-for-

investment to adverse changes in key assumptions used in the valuation model as of December 31, 2022 and
2023, respectively.

December 31,

2022 2023

Fair value of loans held-for-sale and held-for-investment $ 1,010,421 $ 977,342
Discount rates

100 basis point increase (11,979) (11,680)

200 basis point increase (23,720) (23,127)
Expected credit loss rates on underlying loans

10% adverse change (11,927) (12,453)

20% adverse change (23,852) (24,979)
Expected prepayment rates

10% adverse change (2,284) (1,884)

20% adverse change (4,530) (3,756)

The following table presents the sensitivity of the fair value of loans in consolidated securitization to
adverse changes in key assumptions used in the valuation model as of December 31, 2023. No loans were held
in consolidated securitization as of December 31, 2022.

December 31,

2023

Fair value of loans held in consolidated securitization $ 179,071
Discount rates

100 basis point increase (2,413)

200 basis point increase (4,785)
Expected credit loss rates on underlying loans

10% adverse change (2,669)

20% adverse change (5,227)
Expected prepayment rates

10% adverse change (1,625)

20% adverse change (3,234)
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Rollforward of Level 3 Fair Values

The following tables include a rollforward of the loans classified within Level 3 of the fair value
hierarchy:

Loans Held- Loans Held- Loans Held in

for- for- Consolidated

Sale Investment Securitization Total
Fair value at December 31, 2021 $ 142,685 $ 109,792 $ — 3 252,477
Reclassification of loans!" 103,677 (103,677) — —
Purchases of loans'" 1,807,787 149,344 — 1,957,131
Sale of loans'" (914,369) — — (914,369)
Purchase of loans for immediate resale!” 5,992,148 — — 5,992,148
Immediate resale of loans'"” (5,992,148) — — (5,992,148)
Repayments received"" (180,135) (15,194) — (195,329)
Charge-offs and changes in fair value
recorded in earnings (85,567) (14,215) — (99,782)
Other charges 8,732 1,561 — 10,293
Fair value at December 31, 2022 $ 882,810 $ 127,611 $ — 3 1,010,421
Transfer of loans to consolidated
securitization ® (209,968) - 209,968 —
Purchases and originations of loans’®) 1,676,146 157,223 — 1,833,369
Sale of loans" (1,241,233) — — (1,241,233)
Purchase of loans for immediate resale'” 1,330,364 — — 1,330,364
Immediate resale of loans'” (1,330,364) — — (1,330,364)
Repayments received (202,982) (89,210) (24,832) (317,024)
Charge-offs and changes in fair value
recorded in earnings (74,952) (53,304) (6,065) (134,321)
Other changes 753 4,448 — 5,201
Fair value at December 31, 2023 $ 830,574 $ 146,768 $ 179,071 $ 1,156,413
(1) Represents the principal balance.
2) Transfer of loans to consolidated securitization at fair value.
3) Purchase activity includes an immaterial unpaid principal balance related to securitization clean-up calls during the year ended

December 31, 2023.

The following table presents the aggregate fair value and aggregate principal outstanding of all loans
and loans that were 90 days or more past due included in the consolidated balance sheets:

Loans Loans > 90 Days Past Due
December 31, December 31, December 31, December 31,
2022 2023 2022 2023
Outstanding principal balance $ 1,047,714 § 1,182,577 $ 9,006 $ 15,310
Net fair value and accrued interest
adjustments (37,293) (26,164) (7,006) (12,260)
Fair value" $  1,010421 $ 1,156413 $ 2,000 $ 3,050

(1) Includes $397.7 million and $343.1 million of auto loans at fair value as of December 31, 2022 and 2023, respectively, of which an
immaterial amount and $2.8 million is 90 days or more past due as of December 31, 2022 and 2023, respectively.
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The Company places loans on non-accrual status at 120 days past due. Any accrued interest recorded
in relation to these loans is reversed in the respective period. The Company charges-off loans no later than 120
days past due.

Assets and Liabilities related to Securitization Transactions

As of December 31, 2022 and 2023, the Company held notes receivable and residual certificates with
an aggregate fair value of $6.2 million and $14.8 million, respectively, within other assets on the Company’s
consolidated balance sheets. The balances consist of securitization notes and residual certificates retained from
securitization transactions.

As of December 31, 2023, the Company recognized payables to securitization note holders of $141.4
million at fair value. The balance represents the value of the securitization notes issued and owned by third-
party investors in connection with UPST 2023-2. Accrued interest on these financial instruments is immaterial
as of December 31, 2023. The value of the UPST 2023-2 securitization notes and residual certificates retained
by the Company is eliminated in the consolidation process. As of December 31, 2022, the Company did not
hold liabilities related to the consolidated securitization transaction.

Valuation Methodology

The Company prioritizes the use of observable inputs in estimating the fair value of notes receivable
and residual certificates and payable to securitization note holders when available. When market activity for
these financial instruments is not observable, the fair value is determined using a discounted cash flow
methodology. This approach uses assumptions of projected cash flows of the underlying collateral loan pools
adjusted for features of these securities, which reflect the Company’s best estimates of the assumptions a market
participant would use to calculate fair value.

Significant Inputs and Assumptions
The following table presents quantitative information about the significant unobservable inputs used

for the Company’s Level 3 fair value measurements related to note receivable, residual certificates, and payable
to securitization note holders:

December 31, 2022 December 31, 2023

Weighted- Weighted-

Minimum Maximum Average® Minimum Maximum Average

@

Notes receivable and residual

certificates

Discount rate 8.42 % 22.27 % 12.79 % 9.99 % 2322 % 12.74
Credit risk rate ") 0.59 % 50.69 % 18.43 % 0.48 % 50.69 % 16.32
Prepayment rate " 1090 %  88.73 %  42.66 % 636 %  89.46 %  43.14
Payable to securitization note

holders

Discount rate * * * 6.85 % 12.30 % 8.48
Credit risk rate " i i i 0.61%  37.70% 1551
Prepayment rate ") * * * 6.66 % 89.84 % 42.73
(1) Expressed as a percentage of the original principal balance of the loans underlying the financial instruments.
2) Unobservable inputs were weighted by relative fair value.

* Not applicable
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Significant Recurring Level 3 Fair Value Input Sensitivity
Notes Receivable and Residual Certificates

Adverse changes in discount rates, credit risk rates, or prepayment rates do not result in a material
impact to the fair value of notes receivable and residual certificates as of December 31, 2022 and 2023.

Payable to Securitization Note Holders

The fair value of the payable to securitization note holders is sensitive to adverse changes in discount
rates, which represent estimates of the rates of return that institutional investors would require when investing in
financial instruments with similar risk and return characteristics. On average, a hypothetical 100 and 200 basis
point increase in discount rates results in a decrease in fair value of payable to securitization note holders of
$1.9 million and $3.7 million, respectively, as of December 31, 2023. Adverse changes in credit risk rates and
expected prepayment rates do not result in a material impact to the fair value of payable to securitization note
holders as of December 31, 2023. The Company held no payable to securitization note holders as of December
31,2022.

Rollforward of Level 3 Fair Values
The following tables include a rollforward of the notes receivable and residual certificates and payables

to securitization note holders related to securitization transactions classified by the Company within Level 3 of
the fair value hierarchy:

Notes Receivable Payable to
and Residual Securitization Note
Certificates Holders

Fair value at December 31, 2021 $ 8,288 $ —
Additions 4,680 —
Repayments and settlements (6,736) —
Changes in fair value recorded in earnings (51 —
Fair value at December 31, 2022 $ 6,181 $ —
Additions 13,172 165,318
Repayments and settlements (4,328) (23,320)
Changes in fair value recorded in earnings (178) (582)
Fair value at December 31, 2023 $ 14,847 $ 141,416

Loan Servicing Assets and Liabilities

As of December 31, 2022 and 2023, the Company’s loan servicing assets had a fair value of
$36.5 million and $28.1 million, respectively, recorded within other assets on the consolidated balance sheets.
As of December 31, 2022 and 2023, the Company’s loan servicing liabilities had a fair value of $4.0 million
and $2.0 million, respectively, recorded within other accrued expenses and other liabilities on the consolidated
balance sheets.

Valuation Methodology
Loan servicing assets and liabilities are measured at estimated fair value using a discounted cash flow

model. The cash flows in the valuation model represent the difference between the contractual servicing fees
charged to institutional investors and an estimated market servicing fee. Since contractual servicing fees are
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generally based on the monthly unpaid principal balance of the underlying loans, the expected cash flows in the
model incorporate estimates of net losses and prepayments.

Significant Inputs and Assumptions

The following table presents quantitative information about the significant unobservable inputs used
for the Company’s Level 3 fair value measurements for loan servicing assets and liabilities:

December 31, 2022 December 31, 2023
Weighted- Weighted-

Minimum Maximum Average® Minimum Maximum Average ?
Discount rate 13.00 % 20.00 % 17.20 % 13.00 % 20.00 % 16.89 %
Credit risk rate " 0.03%  91.76 % 1622%  0.05%  88.42% 14.93 %
Market-servicing rate @ 0.62 % 3.72 % 0.62 % 0.62 % 3.72 % 0.62 %
Prepayment rate " 0.53%  91.99 % 41.19 % 1.05%  96.90 % 41.05 %
(1) Expressed as a percentage of the original principal balance of the loans underlying the servicing arrangement.
2) Unobservable inputs were weighted by relative fair value.
3) Excludes ancillary fees that would be passed on to a third-party servicer.
4) Expressed as a percentage of the outstanding principal balance of personal loans and auto loans, of 0.62% and 3.72%, respectively.

Discount rates—The discount rates are the Company’s estimate of the rates of return that market
participants in servicing rights would require when investing in similar servicing rights. Discount rates for
servicing rights on existing loans are adjusted to reflect the time value of money and a risk premium intended to
reflect the amount of compensation market participants would require due to the uncertainty associated with
these instruments’ cash flows.

Credit risk rates—The credit risk rates are the Company’s estimate of the net cumulative principal
payments that will not be repaid over the entire life of a loan expressed as a percentage of the original principal
amount of the loan. The assumption regarding net cumulative losses impacts the projected balances and
expected terms of the loans, which are used to project future servicing revenues.

Market-servicing rates—Market-servicing rate is an estimated measure of adequate compensation for a
market participant, if one was required. The rate is expressed as a fixed percentage of outstanding principal
balance per annum. The estimate considers the profit that would be demanded in the marketplace to service the
portfolio of outstanding loans subject to the Company’s servicing agreements.

Prepayment rates—Prepayment rates are the Company’s estimate of the cumulative principal
prepayments that will occur over the entire life of a loan as a percentage of the original principal amount of the
loan. The assumption regarding cumulative prepayments impacts the projected balances and expected terms of
the loans, which are used to project future servicing revenues.

Significant Recurring Level 3 Fair Value Input Sensitivity
The table below presents the fair value sensitivity of loan servicing assets and liabilities to adverse
changes in key assumptions. The fair value of loan servicing assets and liabilities is not sensitive to adverse

changes in discount rates and prepayments rates as such changes would not result in a significant impact on the
fair value as of December 31, 2022 and 2023, respectively.
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December 31, December 31,

2022 2023
Fair value of loan servicing assets $ 36,467 $ 28,092
Expected market-servicing rates
10% market-servicing rates increase (9,989) (7,475)
20% market-servicing rates increase (19,950) (14,916)
December 31, December 31,
2022 2023
Fair value of loan servicing liabilities $ 3,968 $ 2,038
Expected market-servicing rates
10% market-servicing rates increase 2,303 1,100
20% market-servicing rates increase 4,640 2,235

Rollforward of Level 3 Fair Values

The following tables present a rollforward of the loan servicing assets and liabilities classified by the
Company within Level 3 of the fair value hierarchy:

Loan Loan
Servicing Servicing

Assets Liabilities
Fair value at December 31, 2021 $ 18,388 $ 8,780
Sale of loans 31,041 2,302
Repayments and other changes in fair value recorded in earnings (12,962) (7,114)
Fair value at December 31, 2022 $ 36,467 $ 3,968
Sale of loans 13,796 83
Repayments and other changes in fair value recorded in earnings (22,171) (2,013)
Fair value at December 31, 2023 $ 28,092 $ 2,038

Beneficial Interests

In connection with certain loan sale agreements, the Company is obligated to make payments to the
loan buyer or is entitled to receive payments from the buyer if credit performance on personal loans subject to
the arrangement deviate from initial expectations, subject to a dollar cap. As of December 31, 2023, the
Company held beneficial interest assets related to these arrangements of $41.0 million and beneficial interest
liabilities of $4.2 million. The Company held no beneficial interests as of December 31, 2022.

Valuation Methodology

Beneficial interests are measured at estimated fair value using a discounted cash flow model. The fair
valuation methodology considers projected defaults, losses and recoveries to project future losses and net cash
flows on the underlying loans. Net cash flows are discounted using an estimate of market rates of return that
reflect the risk premium related to those cash flows. The models use inputs that are inherently judgmental and
reflect the Company’s best estimates of the assumptions a market participant would use to determine fair value.
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Significant Inputs and Assumptions

The following table presents quantitative information about the significant unobservable inputs used
for the Company’s fair value measurements of beneficial interests as of December 31, 2023:

Weighted-
Minimum Maximum Average"
Beneficial interest assets
Discount rate 7.00 % 14.00 % 13.63 %
Credit risk rate spread @ (0.85)% (0.85)% (0.85)%
Beneficial interest liabilities
Discount rate 14.00 % 14.00 % 14.00 %
Credit risk rate spread ® 0.09 % 9.81 % 8.79 %

(1) Unobservable inputs were weighted by relative fair value.
(2) Expressed as a percentage of cumulative loss expectations as of the valuation date compared to the origination date.

Discount rates—The discount rates are rates of return used to discount future expected cash flows to
arrive at a present value, which represents the fair value. The discount rates used for the projected net cash
flows are the Company’s estimates of the rates of return that market participants would require when investing
in these financial instruments with cash flows dependent on credit performance of the underlying loan portfolio.
A risk premium component is implicitly included in the discount rates to reflect the amount of compensation
market participants require due to the uncertainty inherent in the instruments’ cash flows resulting from risks
such as credit and liquidity. The Company uses two different discount rates for expected cash flows associated
with demonstrated to-date credit performance and those associated with future credit performance. The
difference in these rates reflects the level of uncertainty and, as a result, risk premium that would be required by
market participants when investing in these instruments.

Credit risk rate spreads—Credit risk rates for beneficial interests are determined the same way as for
underlying loan portfolios. Credit risk rates are an estimate of cumulative losses, net of average recoveries, of
the underlying portfolio, which represent the amount of principal that will not be repaid over the entire life of a
financial instrument. The credit risk rate spreads are the relative difference, expressed as a percentage, between
the expected credit risk rate on origination date and the estimated credit risk rate as of a valuation date.

The following table presents the sensitivity of beneficial interest assets and liabilities to adverse

changes in key assumptions used in the valuation model as of December 31, 2023. Adverse changes in discount
rates do not result in a material impact to the fair value of beneficial interest liabilities as of December 31, 2023.
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Significant Recurring Level 3 Fair Value Input Sensitivity

December 31,

2023
Fair value of beneficial interest assets $ 41,012
Discount rate
100 basis point increase (1,240)
200 basis point increase (2,431)
Expected credit rate spreads on underlying loans
10% adverse change (9,059)
20% adverse change (16,743)
Fair value of beneficial interest liabilities $ 4221
Expected credit rate spreads on underlying loans
10% adverse change 5,606
20% adverse change 11,217
Rollforward of Level 3 Fair Values
The following tables present a rollforward of beneficial interest assets and liabilities:
Beneficial
Beneficial Interest
Interest Assets Liabilities
Fair value as of December 31, 2022 $ — _
Additions 62,684 —
Settlements — (596)
Changes in fair value recorded in earnings (21,672) 4,817
Fair value at December 31, 2023 $ 41,012 $ 4,221

Trailing Fee Liabilities

The Company pays certain bank partners monthly trailing fees based on the amount and timing of
principal and interest payments made by borrowers of the underlying loans. As of December 31, 2022 and 2023,
the Company held trailing fee liabilities of $4.9 million and $4.3 million, respectively.

Valuation Methodology

The discounted cash flow methodology, which is used to estimate the fair value of trailing fee
liabilities, uses the same projected net cash flows as the underlying loans. The fair valuation methodology
considers projected prepayments and historical defaults, losses and recoveries to project future losses and net
cash flows of the underlying loans. Net cash flows are discounted using an estimate of market rates of return.
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Significant Inputs and Assumptions

The following table presents quantitative information about the significant unobservable inputs used
for the Company’s Level 3 fair value measurements for trailing fee liabilities:

December 31, 2022 December 31, 2023
Weighted- Weighted-
Minimum Maximum  Average ® Minimum Maximum  Average
Discount rate 6.36 % 22.28 % 12.80 % 9.63 % 23.22 % 12.88 %
Credit risk rate 0.01 % 93.09 % 18.43 % 0.01 % 88.42 % 17.61 %
Prepayment rate " 0.53 % 93.43 % 39.89 % 1.05 % 94.68 % 39.94 %

(1) Expressed as a percentage of the original principal balance of the loans.
(2) Unobservable inputs were weighted by relative fair value.

Significant Recurring Level 3 Fair Value Input Sensitivity

The fair value sensitivity of trailing fee liabilities to adverse changes in key assumptions would not
result in a material impact on the Company’s financial position or results of operations.

Rollforward of Level 3 Fair Values

The following tables include a rollforward of trailing fee liabilities classified by the Company within
Level 3 of the fair value hierarchy:

Trailing Fee
Liabilities
Fair value at December 31, 2021 $ 4,315
Issuances 3,898
Repayments and settlements (3,001)
Changes in fair value recorded in earnings (360)
Fair value at December 31, 2022 $ 4,852
Issuances 2,126
Repayments and settlements (2,757)
Changes in fair value recorded in earnings 30
Fair value at December 31, 2023 $ 4,251

7. Acquisitions

In April 2021, the Company completed its acquisition of Prodigy Software, Inc. (“Prodigy”). Prodigy
provided a modern multi-channel car buying experience, helping dealerships serve consumers with a holistic
software solution that integrates legacy systems. The acquisition enabled the launch of Upstart Auto Retail
software, a cloud-based solution that enables dealerships to provide consumers with access to Upstart-powered
auto loans by combining Prodigy Software and Upstart intellectual property.
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The total consideration the Company provided for Prodigy was $89.0 million, comprised of the
following:

April 8, 2021
Fair value of Upstart common stock issued to Prodigy stockholders'"” $ 70,121
Cash paid to common and preferred stockholders, warrant holders, and vested option
holders 17,151
Fair value of assumed Prodigy options attributable to pre-combination service period 889
Transactions costs paid by Upstart on behalf of Prodigy 883
Total purchase consideration $ 89,044

(1) The fair value is based on 568,539 shares of Company common stock at $123.33 per share, the closing stock price on April 8, 2021,
and 87,339 shares are held in escrow as security for certain indemnification obligations of former Prodigy stockholders.

Excluded from the total purchase consideration above are 82,201 shares of the Company’s restricted
common stock (“restricted stock”) with a fair value of $10.1 million issued to certain Prodigy employees. As of
the year ended December 31, 2023, all restricted stock was fully lapsed. Refer to “Note 11. Stockholders’
Equity” for further information.

The acquisition was accounted for as a business combination. The purchase consideration was
allocated to the tangible and intangible assets and liabilities acquired as of the acquisition date, with the excess
recorded to goodwill. The values assigned to the assets acquired and liabilities assumed were based on estimates
of fair value available to us as of the date of acquisition, and adjusted during the measurement period, which
ended on January 1, 2022. No material adjustments to the fair value of assets and liabilities were made during
the measurement period. Refer to “Note 8. Goodwill and Intangible Assets” for further information.

The Company recognized acquisition-related costs of $1.2 million in the year ended December 31,
2021, which are included in the general and administrative expense in the consolidated statement of operations
and comprehensive income (loss). No acquisition-related costs were incurred during the year ended December
31, 2022 and 2023.

We have included the financial results of the acquired business in our consolidated financial statements
from the date of acquisition. These revenues and expenses were immaterial for the year ended December 31,
2021. Pro forma results of operations have not been presented because the effects of this acquisition were not
material to our financial results.

8. Goodwill and Intangible Assets
Goodwill

During the year ended December 31, 2022 and 2023, there were no changes in the carrying amount of
goodwill of $67.1 million on the Company’s consolidated balance sheets.

Intangible Assets
Acquired intangible assets subject to amortization consist of developed technology and customer

relationships, and are recorded net of amortization and included within other assets on the consolidated balance
sheets. The gross and net carrying values and accumulated amortization are as follows:
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December 31, 2022 December 31, 2023
Gross Gross
Carrying Accumulated Net Carrying Carrying Accumulated Net Carrying
Value Amortization Value Value Amortization Value
Developed technology $ 9,400 $ (5,483) $ 3917 § 9,400 $ (8,617) $ 783
Customer relationships 13,700 (1,998) 11,702 13,700 (3,139) 10,561
Total intangible assets $ 23,100 $ (7,481) $ 15,619 $ 23,100 $ (11,756) $ 11,344

Amortization expense was $3.2 million, $4.3 million and $4.3 million for the year ended December 31,
2021, 2022, and 2023, respectively.

Expected future amortization expense for intangible assets as of December 31, 2023 is as follows:

Fiscal Years:

2024 $ 1,925
2025 1,142
2026 1,142
2027 1,142
2028 1,142
Thereafter 4,851
Total $ 11,344
9. Balance Sheet Components
Other Assets

Other assets consisted of the following:

December 31, December 31,

2022 2023
Servicing fees and other receivables $ 46,652 $ 40,490
Loan servicing assets (at fair value) 36,467 28,092
Other assets 22,678 18,589
Prepaid expenses 16,740 17,976
Notes receivable and residual certificates (at fair value) 6,181 14,847
Intangible assets, net?® 15,631 11,356
Deposits 10,002 8,919
Interest rate caps (at fair value)" — 5,958
Total other assets $ 154,351 $ 146,227

(1) Refer to “Note 4. Derivative Financial Instruments” for further information.
2) Refer to “Note 8. Goodwill and Intangible Assets” for further information.

Servicing fees and other receivables represent amounts recognized as revenue but not yet collected in
relation to servicing and other agreements with institutional investors and lending partners.
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Property, Equipment, and Software, Net

Property, equipment, and software, net consisted of the following:

December 31, December 31,

2022 2023

Internally developed software $ 37,783 $ 55,008
Leasehold improvements 13,074 14,281
Computer and networking equipment 6,049 6,054
Furniture and fixtures 4,421 4,761

Total property, equipment, and software 61,327 80,104
Accumulated depreciation and amortization (17,159) (37,449)
Total property, equipment, and software, net $ 44,168 $ 42,655

For the year ended December 31, 2021, 2022 and 2023, depreciation and amortization expense on
property, equipment, and software was $4.2 million, $13.5 million, and $20.6 million, respectively. Capitalized
internally developed software balances, net of accumulated amortization, were $27.4 million and $31.3 million
as of December 31, 2022 and 2023, respectively. The Company also recognized impairment charges to
internally developed software of $2.6 million during the year ended December 31, 2023 as a result of the
January 2023 Plan. Refer to “Note 16. Reorganization Expenses” for more information. There were no
impairments of long-lived assets during the year ended December 31, 2022.

Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities consisted of the following:

December 31, December 31,

2022 2023
Accrued payroll $ 21,825 $ 30,161
Accrued expenses 23,506 28,099
Trailing fee liability (at fair value) 4,852 4,251
Beneficial interest liabilities (at fair value) — 4221
Other liabilities 12,795 2,668
Loan servicing liabilities (at fair value) 3,968 2,038
Total accrued expenses and other liabilities $ 66,946 $ 71,438
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10. Borrowings

The following table presents the aggregate principal outstanding of all debt mentioned in this note that
are included in the consolidated balance sheets:

Borrowings

December 31, December 31,

2022 2023
Warehouse credit facilities $ 336,452 $ 387,425
Convertible senior notes 661,250 661,250
Total payments due 997,702 1,048,675
Unamortized debt discount (11,308) (8,251)
Total borrowings $ 986,394 $ 1,040,424

Warehouse Credit Facilities
Upstart Loan Trust Warehouse Credit Facility

In November 2015, the Company’s consolidated VIE, ULT, entered into a revolving credit and
security agreement with a third-party lender (the “ULT Warehouse Credit Facility”). The credit and security
agreement for the ULT Warechouse Credit Facility was amended and restated in its entirety in May 2020 and has
been further amended from time to time. Under the revolving credit and security agreement, the ULT
Warehouse Credit Facility provides an aggregate of $250.0 million financing capacity of which $175.0 million
is committed and $75.0 million is uncommitted. ULT may borrow up to this capacity until the earlier of June
15, 2025 or the occurrence of an accelerated amortization event. Accelerated amortization events include, but
are not limited to, failure to satisfy certain loan performance metrics or the occurrence of an event of default.
The proceeds may only be used to purchase unsecured personal loans and to pay fees and expenses related to
the credit facility. The ULT Warehouse Credit Facility matures on the earlier of June 15, 2026 or acceleration of
the facility following an event of default, upon which date 100% of the outstanding principal amount, together
with any accrued and unpaid interest, becomes due and payable. The ULT Warehouse Credit Facility bears a
floating interest rate of Compounded Secured Overnight Financing Rate (“SOFR”) plus a spread ranging from
2.75% to 4.13% per annum, due and payable monthly in arrears. The Company is also subject to a monthly
unused fee ranging from 0.15% to 1.00% per annum on the undrawn balance. The maximum advance rate under
the ULT Warehouse Credit Facility on outstanding principal of loans held by ULT was 72.5% as of
December 31, 2022 and 2023.

In June 2023, ULT entered into an interest rate cap agreement intended to protect against exposure to
changes in cash flows attributable to interest rate risk on the warehouse facility. Refer to “Note 4. Derivative
Financial Instruments” for further details related to the agreement.

The ULT Warehouse Credit Facility contains certain financial covenants. As of December 31, 2022
and 2023, ULT was in compliance with all applicable covenants under the ULT Warehouse Credit Facility. The
creditors of ULT have no recourse to the general credit of the Company, except for certain limited obligations
of ULT to its creditors that are guaranteed by the Company. The Company does not guarantee the credit
performance of the loans owned by ULT, and the loans and other assets owned by ULT are not available to
settle the claims of creditors of the Company.
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The following table includes the aggregate balances held by ULT that were pledged as collateral for
the ULT Warehouse Credit Facility and included in loans at fair value and restricted cash in the consolidated
balance sheets:

ULT Warehouse Credit Facility

December 31, December 31,
2022 2023
Outstanding borrowings $ 163,773 $ 247,942
Aggregate outstanding principal of loans pledged as collateral 228,895 350,396
Aggregate fair value of loans purchased and held by ULT 256,024 356,109
Restricted cash pledged as collateral $ 8,547 $ 10,799

Upstart Auto Warehouse Trust Credit Facility

In December 2021, the Company’s consolidated VIE, UAWT, entered into a revolving credit and
security agreement with a third-party lender (the “UAWT Warehouse Credit Facility”). The credit and security
agreement for the UAWT Warehouse Credit Facility was amended and restated in its entirety in August 2022
and has been further amended from time to time.

On January 31, 2023, UAWT entered into the Omnibus Amendment to the Credit Agreement with the
existing third-party lender which extended the last date by which UAWT may make a drawdown from its
existing $200 million UAWT Warehouse Credit Facility until the earlier of June 2024 or an accelerated
amortization event. An accelerated amortization event includes, but is not limited to, failure to satisfy certain
loan performance metrics or the occurrence of an event of default. The proceeds may only be used to purchase
secured auto loans originated using Upstart’s platform and to pay fees and expenses related to the credit facility.
The UAWT Warehouse Credit Facility matures in June 2025, at which time all outstanding amounts owed must
be repaid. As of December 31, 2023 the UAWT Warehouse Credit Facility bears interest per annum at a rate
equivalent to the weighted-average cost of commercial paper notes issued by the lender (the “UAWT
Benchmark Rate”), plus a spread ranging from 3.0% to 4.0%, and the maximum advance rate under the credit
facility on outstanding principal of loans held by UAWT was 82.5% as of December 31, 2022 and 72.5% as of
December 31, 2023. All other key terms of the Omnibus Amendment to the Credit Agreement were the same as
those as of December 31, 2022.

In February 2023, UAWT entered into an interest rate cap agreement intended to protect against
exposure to changes in cash flows attributable to interest rate risk on the warehouse facility. Refer to “Note 4.
Derivative Financial Instruments” for further details related to the agreement.

The UAWT Warehouse Credit Facility contains certain financial covenants. As of December 31, 2022
and 2023, UAWT was in compliance with all applicable covenants under the UAWT Warehouse Credit
Facility. The creditors of UAWT have no recourse to the general credit of the Company, except for certain
limited obligations of UAWT to its creditors that are guaranteed by the Company.

The following table includes the aggregate balances held by UAWT that were pledged as collateral for

the UAWT Warehouse Credit Facility and included in loans at fair value and restricted cash in the consolidated
balance sheets as of December 31, 2022 and 2023.
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UAWT Warehouse Credit Facility

December 31, December 31,
2022 2023
Outstanding borrowings $ 172,679 $ 139,483
Aggregate outstanding principal of loans pledged as collateral 221,847 271,576
Aggregate fair value of loans purchased and held by UAWT 216,539 258,374
Restricted cash pledged as collateral $ 843 § 446

Convertible Senior Notes

On August 20, 2021, the Company issued $661.3 million aggregate principal amount of 0.25%
convertible senior notes due 2026 (“Notes”) pursuant to an indenture (the “Indenture”), (including the exercise
in full of the initial purchasers’ option of an additional $86.3 million aggregate principal of additional notes) in
a private placement to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933, as
amended. The net proceeds from the sale of the Notes were $645.5 million after deducting debt issuance costs.

The Notes represent senior unsecured obligations of the Company and bear interest at a rate of 0.25%
per year, payable semiannually in arrears on February 15 and August 15 of each year beginning on February 15,
2022. The Notes mature on August 15, 2026 unless earlier converted, redeemed, or repurchased in accordance
with their terms.

The Notes will be convertible at an initial conversion rate of 3.5056 shares of our common stock per
$1,000 principal amount of Notes, which is equivalent to an initial conversion price of $285.26 per share,
subject to adjustment if certain events occur. Following certain corporate events that may occur prior to the
maturity date or following our issuance of a notice of redemption, the Company will increase the conversion
rate for a holder who elects to convert its Notes in connection with such corporate event or during the related
redemption period in certain circumstances. Additionally, upon the occurrence of a corporate event that
constitutes a “fundamental change” per the Indenture, holders of the Notes may require the Company to
repurchase for cash all or a portion of their respective notes at a purchase price equal to 100% of the principal
amount of the Note plus accrued and unpaid interest.

Holders may convert their Notes at their option any time prior to the close of business on the business
day immediately preceding May 15, 2026 only under the following circumstances:

(1) during any calendar quarter commencing after December 31, 2021 (and only during such calendar
quarter), if the last reported sale price of the Common Stock for at least 20 trading days (whether or not
consecutive) during a period of 30 consecutive trading days ending on, and including, the last trading day of the
immediately preceding calendar quarter is greater than or equal to 130% of the conversion price on each
applicable trading day;

(2) during the five business-day period after any five consecutive trading-day period in which the
trading price per $1,000 principal amount of Notes for each trading day of such five consecutive trading-day
period was less than 98% of the product of the last reported sale price of the Common Stock and the conversion

rate on each such trading day;

(3) if we call any or all of the Notes for redemption, at any time prior to the close of business on the
second scheduled trading day immediately preceding the redemption date; or

(4) upon the occurrence of specified corporate events.
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On or after May 15, 2026, until the close of business on the second scheduled trading day immediately
preceding the maturity date, holders of the Notes may convert all or any portion of their Notes regardless of the
foregoing conditions. Upon conversion, the Company will pay or deliver, as the case may be, either cash, shares
of common stock or a combination of cash and shares of common stock, at its election.

The Company may not redeem the Notes prior to August 20, 2024. The Company may redeem for cash
all or any portion of the Notes, at our option, on or after August 20, 2024, if the last reported sale price of our
common stock has been at least 130% of the conversion price then in effect for at least 20 trading days (whether
or not consecutive) during any 30 consecutive trading-day period (including the last trading day of such period)
ending on, and including, the trading day immediately preceding the date on which the Company provides a
notice of redemption at a redemption price equal to 100% of the principal amount of the Notes to be redeemed,
plus any accrued and unpaid interest to, but excluding, the redemption date.

The Company accounted for the issuance of the Notes as a single liability at par as the conversion
feature does not require bifurcation as a derivative under ASC 815 and the Notes were not issued at a substantial
premium. Debt issuance costs related to the Notes totaled $15.7 million and consisted of underwriting fees and
third-party offering costs, which are amortized to interest expense using the effective interest method over the
contractual term. The Company recorded immaterial coupon interest expense for all years presented. The
Company also recorded $1.4 million, $3.0 million, and $3.1 million for the year ended December 31, 2021,
2022, and 2023 respectively, of amortization of debt issuance costs within expense on convertible notes on the
consolidated statements of operations and comprehensive income (loss). The effective interest rate of the Notes
is 0.7%.

The estimated fair value of the Notes as of December 31, 2022 and 2023 was approximately
$364.8 million and $488.7 million, respectively, which represent Level 2 valuations in the fair value hierarchy.
The estimated fair value was determined based on the estimated or actual bids and offers of the Notes in an
over-the-counter market. The carrying value of the Notes as of December 31, 2022 and 2023 was
$649.9 million and $653.0 million, respectively.

Capped Call Transactions

The Company used $58.5 million of the net proceeds from the Notes to enter into privately negotiated
capped call instruments (“Capped Calls™) with certain financial institutions. The Capped Calls each have an
initial strike price of $285.26 per share, subject to certain adjustments, which corresponds to the initial
conversion price of the Notes. The Capped Calls each have an initial cap price of $400.36 per share. The
Capped Calls cover, subject to anti-dilution adjustments, 2.3 million shares of common stock. The Capped Calls
are expected to reduce the potential dilution to common stock upon any conversion of Notes and/or offset any
cash payments the Company is required to make in excess of the principal amount of converted Notes, as the
case may be, in the event the market price per share of common stock, as measured under the terms of the
Capped Call, is greater than the strike price of the Capped Call, with such reduction and/or offset subject to a
cap. If, however, the market price per share of the common stock, as measured under the terms of the Capped
Call, exceeds the cap price of the Capped Calls, there would be dilution and/or there would not be an offset of
such potential cash payments, in each case, to the extent that such market price per share of the common stock
exceeds the cap price of the Capped Calls. The Capped Calls expire on August 15, 2026, subject to earlier
exercise.

The Capped Calls were determined to be freestanding financial instruments that meet the criteria for

classification in equity; as such the Capped Calls were recorded as a reduction of additional paid-in capital
within stockholders’ equity.
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The following table summarizes the aggregate amount of maturities of all borrowings as of
December 31, 2023:

December 31,

2023

2024 $ —
2025 139,483
2026 909,192
2027 —
2028 —
Thereafter —

Total $ 1,048,675

11. Stockholders' Equity
Common Stock Reserved for Future Issuance
In December 2020, the Company's amended and restated certificate of incorporation became effective,

which authorizes the issuance of 700,000,000 shares of common stock with a par value of $0.0001 per share.
Shares of common stock reserved for issuance, on an as-converted basis, are as follows:

December 31, December 31,

2022 2023
Options issued and outstanding 12,547,010 12,617,254
RSUs outstanding 6,046,796 5,534,394
PRSUs outstanding 687,500 —
Shares available for future issuance under 2020 plan 5,842,057 6,420,703
Shares available for issuance under ESPP 2,543,089 2,896,226
Total 27,666,452 27,468,577

Share Repurchase Program

In February 2022, the Board of Directors authorized the Company to purchase up to $400.0 million of
common stock of the Company. The Company may repurchase shares from time to time through open market
purchases, in privately negotiated transactions or by other means, including through the use of trading plans
intended to qualify under Rule 10b5-1. The repurchase program does not obligate the Company to acquire any
particular amount of its common stock, and may be suspended or terminated by the Company at any time at its
discretion without prior notice.

The Company records share repurchases on the settlement date. Repurchased shares are subsequently
retired and returned to the status of authorized but unissued. The Company’s policy for share retirements is to
allocate the excess between par value and the repurchase price, including costs and fees, to additional paid-in
capital. During the year ended December 31, 2023, the Company made no repurchases of common stock. As of
December 31, 2023, $222.1 million remains available for future purchases of our common stock under the share
repurchase program.
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Equity Incentive Plans

In 2012, the Company adopted the Equity Incentive Plan (“2012 Equity Incentive Plan”) authorizing
the granting of incentive stock options (“ISOs”) and non-statutory stock options (“NSOs”) to eligible
participants.

Under the 2012 Equity Incentive Plan, the exercise price of an ISO and NSO shall not be less than
100% of the estimated fair value of the shares on the date of grant, as determined by the Board of Directors. The
exercise price of an ISO granted to a 10% stockholder shall not be less than 110% of the estimated fair value of
the shares on the date of grant, as determined by the Board of Directors. Options generally vest over four years
and are exercisable for up to 10 years after the date of grant if the employee provides service to the Company
for at least three years.

In October 2020, our Board of Directors adopted, and in November 2020 our Board of Directors
amended and our stockholders approved, our 2020 Equity Incentive Plan which was effective on December 14,
2020. The Company terminated the 2012 Equity Incentive Plan immediately prior to effectiveness of the 2020
Equity Incentive Plan with respect to the grant of future awards. However, our 2012 Equity Incentive Plan
continues to govern the terms and conditions of the outstanding awards granted under our 2012 Equity Incentive
Plan.

The 2020 Equity Incentive Plan authorizes granting of ISOs, NSOs, stock appreciation rights,
restricted stock, restricted stock units, or RSUs, and performance awards. In addition, the 2020 Equity Incentive
Plan also includes any shares subject to awards granted under our 2012 Equity Incentive Plan that, on or after
December 15, 2020, expire or otherwise terminate without having been exercised or issued in full, are tendered
to or withheld by us for payment of an exercise price or for satisfying tax withholding obligations, or are
forfeited to or repurchased by us due to failure to vest. The maximum number of shares that may be added to
the 2020 Equity Incentive Plan pursuant to outstanding awards under the 2012 Equity Incentive Plan is
15,000,000 shares. The number of shares available for issuance under our 2020 Equity Incentive Plan also
includes an annual increase on the first day of each fiscal year beginning with 2021 in an amount equal to the
lesser of 15,000,000 shares or 5% of the outstanding shares of our common stock on the last day of our
immediately preceding fiscal year.

In connection with the Company’s acquisition of Prodigy, the Company assumed the Prodigy
Software, Inc. 2015 Stock Incentive Plan (the “Prodigy Plan”), under which certain unvested options under the
Prodigy Plan were assumed by the Company. The assumed options are subject to the same terms and conditions
that were applicable to them under the Prodigy Plan, except that (i) the assumed options relate to shares of
Upstart’s common stock, and (ii) the number of shares of Upstart’s common stock was the result of an
adjustment based upon a ratio as described further in the Registration Statement on Form S-8 filed with the SEC
on April 16, 2021.
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Stock Options

The following table summarizes stock option activity for the year ended December 31, 2023:

Weighted- Weighted-

Average Average
Exercise Remaining Aggregate
Number of Price Per Contractual Intrinsic
Options Share Life (years) Value
Balances at December 31, 2022 12,547,010 $ 14.65 6.6 $ 77,289
Options granted 2,139,321 15.82
Options exercised (1,441,787) 8.93
Options cancelled and forfeited (627,290) 33.41
Balances at December 31, 2023 12,617,254 14.57 6.1 375,897
Options exercisable — December 31, 2023 8,754,026 9.82 4.9 292,002
Options vested and expected to vest — December
31,2023 12,617,254 $ 14.57 6.1 $ 375,897

The aggregate intrinsic value is calculated as the difference between the exercise price of the
underlying awards and the fair value of the Company’s stock as of December 31, 2023. The aggregate intrinsic
value of options exercised for the year ended December 31, 2021, 2022 and 2023 was $1,391.7 million,
$157.3 million, and $28.9 million respectively. The weighted-average grant date fair value of options granted
during the year ended December 31, 2021, 2022 and 2023 was $62.06, $15.60, and $8.19 per share,
respectively. The total fair value of options vested for the year ended December 31, 2021, 2022 and 2023 was
$23.5 million, $23.2 million, and $34.7 million, respectively.

As of December 31, 2023, total unrecognized stock-based compensation expense related to unvested
stock options was $40.6 million, which is expected to be recognized over a remaining weighted-average period
of 2.5 years.

In May 2021, the Company amended an employee stock option agreement which resulted in a
modification of the vesting of a certain number of option shares. The Company valued the amended stock
options as of the modification date. Based on the Black-Scholes option pricing model, incremental stock-based
compensation expense of $4.4 million resulting from the modification was recognized during the year ended
December 31, 2021. The amendment had no impact for the years ended December 31, 2022 and 2023.

Restricted Stock Units

The Company grants RSUs to employees and nonemployees. RSUs vest upon satisfaction of a service-
based condition, which is generally satisfied over one to four years. The following table summarizes RSU
activity for the year ended December 31, 2023:

Weighted-Average
Grant Date Fair

Number of Shares Value Per Share
Unvested at December 31, 2022 6,046,796 $ 51.28
RSUs granted 4,049,756 19.64
RSUs vested (3,170,158) 36.05
RSUs cancelled and forfeited (1,392,000) 59.05
Unvested at December 31, 2023 5,534,394 $ 34.90
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As of December 31, 2023, total unrecognized stock-based compensation expense related to outstanding
unvested RSUs was $150.1 million, which is expected to be recognized over a remaining weighted-average
period of 2.0 years.

Restricted Stock

In connection with the Prodigy acquisition in April 2021, 82,201 shares of the Company’s restricted
stock with a fair value of $10.1 million were issued to certain Prodigy employees. The restricted stock is subject
to transfer restrictions and a repurchase option and is contingent upon the employees' continued employment
with the Company. The restricted stock is subject to restrictions which lapse on a quarterly basis over two years
from the time of the Prodigy acquisition, refer to Note 7. Acquisitions for further information. During the year
ended December 31, 2023, 10,271 shares of restricted stock with a weighted-average grant date value of
$123.33 per share fully lapsed and there was no unrecognized stock-based compensation expense as of
December 31, 2023.

Performance-based Restricted Stock Units

On February 24, 2023, the Company’s Compensation Committee of the Board of Directors approved
the cancellation of PRSUs that may be settled for 687,500 shares of the Company’s common stock granted to an
executive in February 2022.

At the time the PRSUs were granted, the PRSUs were intended to be the executive’s primary
compensation through calendar year 2029 so that, in connection with the grant of the PRSUSs, the executive’s
cash compensation was limited to the amount necessary to allow the executive to participate in the broad-based
employee benefits generally applicable at the Company. In reaching its decision to cancel the PRSUs, the
Compensation Committee extensively considered the purpose of the PRSUs and determined that the grant no
longer provided the intended retention and incentive value to the executive. After considering various
alternatives and the pros and cons of such alternatives and consulting with its external advisors, the
Compensation Committee believed it was in the best interest of the Company and its stockholders to cancel the
PRSUs in exchange for the reinstatement of the executive’s cash compensation, including the executive’s
annual base salary and eligibility to participate in the Company’s 2023 Executive Bonus Plan with an annual
target bonus opportunity equal to 75% of the executive’s annual base salary.

Compensation expense associated with the PRSUs was recognized using the straight-line attribution
method for each of the nine vesting tranches over the respective derived service period. The weighted-average
grant date fair value using the Monte Carlo simulation was $68.76 per share. The Company recognizes stock-
based compensation expense for awards subject to market-based vesting conditions regardless of whether these
conditions will be achieved or not, and stock-based compensation expense for any such awards is not reversed if
the market condition is not met. The cancellation of the grant was treated by the Company as a settlement for no
consideration and remaining unrecognized compensation expense of $39.0 million associated with the grant was
accelerated and recorded by the Company as part of engineering and product development expense on the
consolidated statements of operations and comprehensive income (loss) for the year ended December 31, 2023.

2020 Employee Stock Purchase Plan

Our ESPP provides for consecutive six-month offering periods. The offering periods are scheduled to
start on the first trading day on or after February 15 and August 15 of each year. The ESPP permits participants
to purchase shares in the amount of 85% of the lower of the fair market value of our shares of common stock on
the first trading day of the offering period or on the exercise date. During the year ended December 31, 2023,
459,459 shares of common stock were purchased under the ESPP.

As of December 31, 2023, total unrecognized stock-based compensation expense related to the ESPP
was immaterial.
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Fair Value of Awards Granted

In determining the fair value of stock-based awards, the Company uses a Black-Scholes option-pricing
model for its options granted and ESPP purchase rights and a Monte Carlo simulation model for its PRSUs. The
inputs used for estimating the fair values of options granted, ESPP purchase rights and PRSUs granted during
the period include:

Fair Value of Common Stock—The fair value of the Company’s common stock is determined by the
closing price, on the date of grant, of its common stock, which is traded on the Nasdaq Global Select Market.

Expected Term—The expected term represents the period that the Company’s stock options and ESPP
purchase rights are expected to be outstanding. We estimate the expected term based on the simplified method,
which is the weighted-average time to vesting and the contractual maturity. The expected term for PRSUs is the
simulation term, the time period from the valuation date to the end of the performance measurement period.

Volatility—Because the Company has not had an active trading market for its common stock for a
sufficient period of time, the expected volatility is estimated based on the average volatility for comparable
publicly-traded companies, over a period equal to the expected term of the stock option grants.

Risk-free Interest Rate—The risk-free interest rate assumption is based on the U.S. Treasury zero
coupon issues in effect at the time of grant for periods corresponding with the expected term of the option.

Dividends—The Company has never paid dividends on its common stock and does not anticipate paying
dividends on common stock for the foreseeable future. Therefore, the Company uses an expected dividend yield

of zero.

The following assumptions were used to estimate the fair value of options granted:

Year Ended December 31,
2021 2022 2023
Expected term (in years) 53-69 51-7.0 51-17.0
Expected volatility 45.98% —65.01% 47.58% —52.96% 50.96% — 53.76%
Risk-free interest rate 0.62% — 1.34% 1.70% — 4.23% 3.45% — 4.86%
Dividend yield —% —% —%

The following assumptions were used to estimate the fair value of the February 2022 PRSUs granted:

Expected term (in years) 6.9
Expected volatility 48.43%
Risk-free interest rate 1.89%
Dividend yield 0%
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The following assumptions were used to estimate the fair value of ESPP purchase rights:

Year Ended December 31,
2021 2022 2023
Expected term (in years) 0.5-0.6 0.5 0.5
Expected volatility 61.65% - 152.95% 91.98% - 179.35% 97.74% - 131.05%
Risk-free interest rate 0.05% - 0.09% 0.72% - 3.13% 4.97% - 5.55%
Dividend yield —% —% — %

Stock-Based Compensation

The Company recorded stock-based compensation in the following expense categories in its
consolidated statements of operations and comprehensive income (loss) for employees and nonemployees:

Year Ended December 31,
2021 2022 2023
Sales and marketing $ 6,059 $ 11,354 $ 8,166
Customer operations 6,251 9,355 10,683
Engineering and product development 39,191 72,169 110,381
General, administrative, and other 21,685 33,067 45,809
Total $ 73,186 $ 125,945 $ 175,039

12. Leases

The Company’s operating leases expire between 2027 and 2029 and are primarily for its corporate
headquarters in San Mateo, California and Columbus, Ohio, as well as additional office space in Columbus,
Ohio and Austin, Texas. Certain leases have rent abatement, escalating rent payment provisions, lease renewal
options, and tenant allowances. Rent expense is recognized on a straight-line basis over the non-cancelable lease
term, except when it is reasonably certain that the renewal option will be exercised.

During the year ended December 31, 2023, the Company entered into an amendment to partially
terminate a portion of its leased office space in Columbus, Ohio. In connection with the amendment, the
Company removed the extension option from the lease term as it was no longer reasonably certain to exercise
such option. The Company also incurred a one-time termination fee of $7.0 million. The transaction was
accounted for as a lease modification, which resulted in a decrease of the ROU asset and lease liability of
$19.9 million and $21.2 million, respectively, and an immaterial gain on partial termination within other income
(expense) on the consolidated statements of operations and comprehensive income (loss).

In connection with the Company’s lease agreements, letters of credit were issued on behalf of the

Company for the benefit of the landlord in an aggregate amount of $3.4 million. The letters of credit are secured
by certificates of deposit which are included in restricted cash on the consolidated balance sheets.

168



Upstart Holdings, Inc.
Notes to Consolidated Financial Statements

(Tabular Amounts in Thousands, Except Share and Per Share Data and Ratios, or as Noted)

As of December 31, 2023, future minimum lease payments are as follows:

Operating
Leases
2024 $ 14,966
2025 15,402
2026 15,850
2027 15,474
2028 6,143
Thereafter 2,990
Total undiscounted lease payments 70,825
Less: Present value adjustment (8,501)
Operating lease liabilities $ 62,324

The Company did not have any material finance leases as of December 31, 2022 and had no finance
leases as of December 31, 2023. The Company’s operating lease expense consists of rent and variable lease
payments. Variable lease payments such as common area maintenance and parking fees, were included in
operating expenses. Rent expense for the Company’s short-term leases was immaterial for the years presented.
Operating lease expense was as follows:

Year Ended December 31,
2021 2022 2023
Rent expense $ 7,756 $ 15,916 $ 15,766
Variable lease payments $ 1,650 $ 3,696 § 4,067

Supplemental cash flow and non-cash information related to the Company’s operating leases was as
follows:

Year Ended December 31,
2021 2022 2023
Cash paid for amounts included in the measurement of lease
liabilities $ 4,553 $ 11,084 $ 22,014
Right-of-use assets capitalized 83,463 1,826 —
Adjustments to operating lease right-of-use assets due to
modification and other reassessment events $ — 3 — $ (19,865)

Supplemental balance sheet information related to the Company’s operating leases was as follows:

December 31,

2023
Weighted-average remaining lease term (in years) 4.56
Weighted-average discount rate 5.11%
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13. Commitments and Contingencies
Commitments

The Company has loan purchase obligations under the Company’s loan agreements with certain
lending partners. These lending partners retain ownership of the loans facilitated through Upstart’s platform for
three days or longer (the “holding period”) after origination, as required under the respective agreements. The
Company has committed to purchase the loans at the conclusion of the required holding period. As of December
31, 2022 and 2023, the total loan purchase commitment included outstanding principal balance of $17.8 million
and $36.6 million, respectively.

Contingencies

Accounting for contingencies requires the Company to use judgment related to both the likelihood of a
loss and the estimate of the amount or range of loss. The Company records a loss contingency when it is
probable that a liability has been incurred and the amount of the loss can be reasonably estimated. The
Company discloses material contingencies when it believes a loss is not probable but reasonably possible and
may voluntarily provide information on additional contingencies.

From time to time the Company is subject to, and it is presently involved in, various litigation and legal
proceedings arising from the ordinary course of business activities, the outcome of which the Company cannot
reasonably determine. Other than the class actions and derivative actions described below, the Company does
not believe that it is presently a party to any litigation of which the outcome would individually, or taken
together, have a material adverse effect on our business, operating results, cash flows, or financial condition. As
of December 31, 2022 and 2023, no loss contingency has been recorded in connection with legal proceedings.

Indemnifications

In the ordinary course of business, the Company may provide indemnifications of varying scope and
terms to vendors, directors, officers and other parties with respect to certain matters. In addition, the Company
has entered into indemnification agreements with directors and certain officers and employees that will require
the Company, among other things, to indemnify them against certain liabilities that may arise by reason of their
status or service as directors, officers or employees. No demands have been made upon the Company to provide
indemnification under such agreements, and thus, there are no claims that the Company is aware of that could
have a material adverse effect on the Company’s consolidated financial statements.

Repurchases

Under the terms of the loan purchase and loan servicing agreements between the Company and
institutional investors, as well as in agreements with investors in securitizations and pass-through certificate
transactions, the Company may, in certain circumstances, become obligated to repurchase loans from such
institutional investors. Generally, these circumstances include the occurrence of verifiable identity theft, the
failure of sold loans to meet the terms of certain loan-level representations and warranties that speak as of the
time of origination or sale, the failure to comply with other contractual terms with the institutional investors, or
a violation of the applicable federal, state, or local lending laws.

The maximum potential amount of future payments associated under this obligation is the outstanding
balances of the loans sold to the institutional investors, which at December 31, 2022 and 2023 is
$15,551.1 million and $12,208.1 million, respectively. Actual payments made relating to the Company’s
repurchase and indemnification obligations were immaterial.
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The Company did not have material contingent liabilities related to future loan repurchase obligations
as of December 31, 2022 and 2023. These amounts are included in accrued expenses and other liabilities on the
Company’s consolidated balance sheets.

Legal

On May 13, 2022, a purported class action lawsuit was filed in the United States District Court,
Northern District of California, captioned Ward v. Upstart Holdings, Inc., et al., Case No. 5:22-cv-02856-BLF
(N.D. Cal.) against the Company, the Company’s Chief Executive Officer, and Chief Financial Officer alleging,
among other things, that the defendants made false and/or misleading statements or omissions about the
Company’s business, operations, and prospects in violation of Section 10(b) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”) and Rule 10b-5 promulgated thereunder, as well as Section 20(a) of the
Exchange Act. The Ward lawsuit claimed unspecified damages and legal fees.

Between May 19, 2022 and June 22, 2022, two additional related purported class action lawsuits were
filed in the United States District Court, Northern District of California, captioned Plymouth County Retirement
Association v. Upstart Holdings, Inc., et al., Case No. 3:22-cv-02973-WHO (N.D. Cal.) and Zhang v. Upstart
Holdings, Inc., et al., Case No. 3:22-cv-03668-JD (N.D. Cal.). On July 7, 2022, a related purported class action
lawsuit was filed in the United States District Court, Southern District of Ohio, captioned Handelsbanken
Fonder AB v. Upstart Holdings, Inc., et al., Case No. 2:22-cv-02706-SDM-EPD (S.D. Ohio). The Zhang,
Plymouth County, and Handelsbanken Fonder actions named the same defendants and made similar allegations
to those in the Ward action.

On July 11, 2022, plaintiffs in the Zhang and Plymouth County actions filed notices voluntarily
dismissing their lawsuits without prejudice. On July 12, 2022, motions to appoint lead plaintiff and lead counsel
were filed in both the Ward action and the Handelsbanken Fonder action. On July 26, 2022, plaintiff in the
Ward action filed a notice voluntarily dismissing his lawsuit without prejudice, and on July 27, 2022, plaintiff in
the Handelsbanken Fonder action filed a notice voluntarily dismissing its lawsuit without prejudice.

On July 26, 2022, an additional lawsuit was filed in United States District Court, Southern District of
Ohio, captioned Crain v. Upstart Holdings, Inc. et al., Case No. 2:22-cv-02935-ALM-EPD (S.D. Ohio) against
the Company, the Company’s Chief Executive Officer, and Chief Financial Officer. The Crain lawsuit makes
allegations similar to those in the Handelsbanken Fonder action and alleges that the defendants made false and/
or misleading statements or omissions about the Company’s business, operations, and prospects in violation of
Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder, as well as Section 20(a) of the
Exchange Act. The Crain lawsuit claims unspecified damages and legal fees. On August 16, 2022, the court
appointed a lead plaintiff and approved lead counsel in the Crain action. On December 5, 2022, the lead plaintiff
filed a consolidated amended complaint, which names the same defendants as the previous complaint, along
with two Company executives, as well as Third Point LLC and its CEO and Third Point Ventures LLC and its
managing partner (also a former Upstart board member). The consolidated amended complaint brings the same
claims as the previous complaint but adds a claim under Section 20A of the Exchange Act. On February 24,
2023, the Upstart defendants filed a motion to dismiss the consolidated amended complaint. On September 29,
2023, the Court issued an order, granting in part and denying in part the Upstart defendants’ motion. On
November 7, 2023, the Upstart defendants filed a motion for reconsideration, which has now been fully briefed
and is awaiting decision by the Court. The Company believes the remaining claims in the Crain action are
without merit and intends to defend itself vigorously.

On July 28, 2022, a derivative lawsuit was filed in United States District Court, Southern District of
Ohio, captioned OConnor v. Huber et al., Case No. 2:22-cv-02961-EAS-KAJ (S.D. Ohio). The OConnor action
includes allegations similar to those in the Crain complaint, and names as defendants each of the Company’s
current board members and its Chief Financial Officer. The Company is named as a nominal defendant. The
OConnor action includes claims for violation of Section 10(b) of the Exchange Act and Rule 10b-5 promulgated
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thereunder, breach of fiduciary duty, aiding and abetting breach of fiduciary duty, unjust enrichment, and waste
of corporate assets. The OConnor action seeks unspecified monetary damages and an accounting from the
individual defendants. The OConnor action also seeks unspecified corporate governance and internal procedure
modifications, punitive damages, and legal fees.

On October 7, 2022, a second derivative lawsuit was filed in United States District Court, Southern
District of Ohio, captioned Chung v. Huber et al., No. 2:22-cv-03620-MHW-CMV (S.D. Ohio). The Chung
action includes allegations similar to those in the OConnor complaint, and names as defendants each of the
Company’s current board members, a former board member, and its Chief Financial Officer. The Company is
named as a nominal defendant. The Chung action includes claims for violation of Section 10(b), 14(a), and 21D
of the Exchange Act, breach of fiduciary duties, unjust enrichment, abuse of control, gross mismanagement, and
waste of corporate assets. The Chung action seeks unspecified monetary damages, restitution, and attorney’s
fees and costs from the individual defendants. It also seeks corporate governance and internal procedure
modifications.

On December 12, 2022, in response to a joint motion by the parties, the Court consolidated the
OConnor and Chung matters, appointed co-lead counsel, and stayed the consolidated case until resolution of the
related Crain securities class action.

On February 3, 2023, a third derivative lawsuit was filed, in the United States District Court, District of
Delaware, captioned Hsu v. Girouard, et al., 1:23-cv-00132-UNA (D. Del.). The Hsu action includes allegations
similar to those in the consolidated derivative matter pending in Ohio, and names as defendants each of the
Company’s current board members, a former board member, and its Chief Financial Officer. The Company is
named as a nominal defendant. The Hsu action includes claims for violation of Section 14(a) of the Exchange
Act as well as breach of fiduciary duties, and seeks unspecified monetary damages, restitution, and attorney’s
fees and costs from the individual defendants. It also seeks corporate governance and internal procedure
modifications. On February 16, 2023, in response to a joint stipulation and proposed order submitted by the
parties, the Court stayed the Hsu action until resolution of the related Crain securities class action.

On March 8, 2023, a fourth derivative lawsuit was filed, in the United States District Court, District of
Delaware, captioned Sornchai et al. v. Girouard, et al., 1:23-cv-00253-MN (D. Del). The Sornchai action
includes allegations similar to those in the consolidated derivative matter pending in Ohio, and names as
defendants each of the Company’s current board members, a former board member, its Chief Financial Officer,
and a Company executive. The Company is named as a nominal defendant. The Sornchai action includes claims
for violations of Sections 10(b), 14(a) and 21D of the Exchange Act, breach of fiduciary duties, breach of
fiduciary duty through misappropriation of material non-public information, and unjust enrichment, and seeks
unspecified monetary damages, restitution, and attorney’s fees and costs from the individual defendants. It also
seeks corporate governance and internal procedure modifications. On March 24, 2023, in response to a joint
stipulation and proposed order submitted by the parties, the Court stayed the Sornchai action until resolution of
the related Crain securities class action.

On April 5, 2023, a fifth derivative lawsuit was filed, in the Court of Chancery of the State of
Delaware, captioned Okhai v. Girouard, et al., C.A. No. 2023-0401-SG (Del. Ch.). The Okhai action includes
allegations similar to those in the consolidated derivative matter pending in Ohio, and names as defendants the
Company’s current board members, two former board members, its Chief Financial Officer, and two current or
former Company executives, as well as Third Point LLC and Third Point Ventures LLC. The Okhai action
includes claims for breach of fiduciary, aiding and abetting such alleged breaches, and unjust enrichment, and
seeks equitable and/or injunctive relief, restitution, and attorney’s fees and costs from the individual defendants.
On August 3, 3023, in response to a motion to stay by the defendants in the Okhai action, the Court stayed the
Okhai action until resolution of the motion to dismiss in the related Crain securities class action. Following the
issuance of the September 29, 2023 order on the motion to dismiss in the related Crain securities class action, on
November 16, 2023, in response to a joint stipulation and proposed order submitted by the parties, the Court
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stayed the Okhai action until resolution of a motion for reconsideration of the September 29, 2023 order on the
motion to dismiss in the related Crain securities class action.

On October 13, 2023, a sixth derivative lawsuit was filed, in the Court of Chancery of the State of
Delaware, captioned Romanyshyn v. Girouard, et al., C.A. No. 2023-1029-SG (Del. Ch.). The Romanyshyn
action includes allegations similar to those in the consolidated derivative matter pending in Ohio, and names as
defendants current and former directors and Company executives, as well as Third Point LLC and its CEO, and
Third Point Ventures LLC. The Romanyshyn action includes claims for breach of fiduciary, and seeks
unspecified monetary damages, restitution, and attorney’s fees and costs from the individual defendants. It also
seeks corporate governance and internal procedure modifications. On November 3, 2023, in response to a joint
stipulation and proposed order submitted by the parties, the Court stayed the Romanyshyn action until
resolution of the motion to stay in the related Okhai derivative action.

On October 24, 2023, a seventh derivative lawsuit was filed, in the Court of Chancery of the State of
Delaware, captioned Agarwal v. Girouard, et al., C.A. No. 2023-1075-SG (Del. Ch.). The Agarwal action
includes allegations similar to those in the consolidated derivative matter pending in Ohio, and names as
defendants current and former directors and Company executives, as well as Third Point LLC and its CEO, and
Third Point Ventures LLC. The Agarwal action includes claims for breach of fiduciary, and seeks unspecified
monetary damages, restitution, and attorney’s fees and costs from the individual defendants. It also seeks
corporate governance and internal procedure modifications. On November 3, 2023, in response to a joint
stipulation and proposed order submitted by the parties, the Court stayed the Agarwal action until resolution of
the motion to stay in the related Okhai derivative action.

Given the uncertainty of litigation described above, the preliminary stage of the cases, and the legal
standards that must be met for, among other things, class certification and success on the merits, the Company
cannot estimate the reasonably possible loss or range of loss that may result from these actions.

14. Income Taxes

Income before income taxes consisted entirely of income from domestic operations of $133.7 million
for the year ended December 31, 2021. Loss before income taxes consisted entirely of losses from domestic
operations of, $109.1 million and $240.0 million for the calendar year ended December 31, 2022 and 2023,
respectively. Income tax (benefit) expense included in the statements of operations and comprehensive income
(loss) consisted of the following:

Year Ended December 31,
2021 2022 2023

Current:

Federal $ — 3 — § —
State 229 174 107
Total current tax expense 229 174 107
Deferred:

Federal (1,435) 41 —
State (5006) (624) —
Total deferred tax expense (1,941) (583) —
Total (benefit) provision for income taxes $ (1,712) $ (409) § 107
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Income tax expense differed from the amount computed by applying the Federal statutory income tax
rate of 21% to net income (loss) before income taxes for the year ended December 31, 2023 as a result of the

following:
Year Ended December 31,
2021 2022 2023

Federal tax at statutory rate $ 28,084 $ (22,906) $ (50,405)
State income taxes, net of federal tax benefit (248) (448) 107
Stock-based compensation (236,726) (4,490) 2,306
Research and development credit (19,103) (6,333) (6,288)
PPP loan forgiveness (CARES Act) 1,110 — —
Change in valuation allowance 222,230 26,263 38,189
Tax return to tax provision adjustment (34) 309 (878)
Section 162(m) limitation 2,653 6,494 16,586
Other 322 702 490
(Benefit) provision for income taxes $ (1,712) $ (409) $ 107

The tax effects of temporary differences that gave rise to significant portions of the Company’s deferred

tax assets and liabilities related to the following:

Deferred tax assets:

Net operating loss carryforwards
Capitalized research and experimental expenditures
Research and development credits
Operating lease liabilities
Stock-based compensation
Convertible debt transactions
Accruals and reserves

Investment in partnerships
Amortization

Other

Total deferred tax assets

Less: valuation allowance
Deferred tax assets — net of valuation allowance
Deferred tax liabilities:

Right of use asset

Servicing rights

Interest receivables

Intangible assets

Depreciation

Investment in partnerships

Total deferred tax liabilities

Net deferred tax liabilities

174

December 31,

2022 2023
304,879 $ 328,511
28,732 54,335
38,796 47,009
29,052 18,041
13,714 14,067
10,734 6,694
6,647 7,306
801 —
90 299
631 298
434,076 476,560
(387,976) (443,165)
46,100 33,395
24,887 15,832
9,368 7,542
3,699 4,100
4,502 3,461
3,644 1,972
— 488
46,100 33,395
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Management believes that, based on available evidence, both positive and negative, it is more likely
than not that the deferred tax assets will not be utilized, and as such the Company maintains a full valuation
allowance at December 31, 2023. The valuation allowance increased by $55.2 million for the year ended
December 31, 2023 primarily as a result of current year activities and the capitalization of research and
experimental activities.

As of December 31, 2023, the Company had approximately $1,069.2 million and $1,528.1 million of
federal and state (post-apportioned) net operating losses (NOL), that will begin to expire in 2035 and 2034,
respectively. The Company also has Federal and California research and development tax credits of
$49.8 million and $21.7 million, respectively. The Federal research credits will begin to expire in 2032 and the
California research credits have no expiration date. The Internal Revenue Code (“IRC”) limits the amount of
NOL carryforwards that a company may use in a given year in the event of certain cumulative changes in
ownership over a three-year period as described in Section 382 of the IRC. Utilization of NOL carryforwards
and credits may be subject to a substantial annual limitation due to the ownership change limitations provided
by the Internal Revenue Code of 1986, as amended, and similar state provisions. The annual limitation may
result in the expiration of net operating losses and credits before utilization. The Company performed an
ownership analysis and identified ownership changes in prior years, as defined under IRC Section 382 and 383,
however neither resulted in a material limitation that will reduce the total amount of NOL carryforwards and
credits that can be utilized.

A reconciliation of the beginning and ending balances of gross unrecognized tax benefits is as follows:

Year Ended December 31,
2021 2022 2023
Balance at beginning of year $ 1,820 $ 13,904 $ 18,474
Additions for tax positions of prior years 461 885 308
Tax positions related to the current year 11,623 3,685 3,376
Balance at end of year $ 13,904 $ 18,474 $ 22,158

If recognized, all of the unrecognized tax benefits would not impact the effective tax rate due to the
valuation allowance against certain deferred tax assets. As of December 31, 2023, the Company had
$22.2 million unrecognized income tax benefits and there was an increase of $3.7 million to the Company’s
unrecognized tax benefits during the year. The Company does not anticipate any significant increases or
decreases to unrecognized tax benefits during the next twelve months. The Company’s policy is to classify
interest and penalties associated with unrecognized tax benefits as income tax expense. The Company had no
interest or penalty accruals associated with uncertain tax benefits in its consolidated balance sheet and
consolidated statement of operations and comprehensive income (loss) for the tax year ended December 31,
2023.

The Company files income tax returns in the U.S. Federal jurisdiction and various state and local
jurisdictions. The Company is not currently under examination by income tax authorities in federal, state, or
local jurisdictions. However, because the Company has net operating losses and credits carried forward in
several jurisdictions, certain items attributable to closed tax years are still subject to adjustment by applicable
taxing authorities through an adjustment to tax attributes carried forward to open years. All tax returns will
remain open for examination by the federal and most state taxing authorities for three years and four years,
respectively, from the date of utilization of any net operating loss carryforwards or research and development
credits.
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15. Net Income (Loss) Per Share

Basic net income (loss) per common share is based on the weighted-average common shares
outstanding during the relevant year. Diluted net income (loss) per share is based on the weighted-average
common shares outstanding during the relevant year adjusted for the dilutive effect of share-based awards and
convertible debt. Basic and diluted net income (loss) per share are computed independently for each year
presented, which involves the use of different weighted-average share count figures. As a result, and after
factoring the effect of rounding to the nearest cent per share, the sum of each fiscal quarter-to-date basic and
diluted net income (loss) per share may not equal year-to-date basic and diluted net income (loss) per share.

For years in which the Company reports net losses, basic and diluted net loss per share are the same
because potentially dilutive common shares are not assumed to have been issued if their effect is anti-dilutive.

Year Ended December 31,

2021 2022 2023
Numerator:
Net income (loss) $ 135443 §  (108,665) $  (240,132)
Denominator:
Weighted-average common shares outstanding used to
calculate net income (loss) per share, basic 78,106,359 82,771,268 83,765,896
Weighted-average effect of dilutive securities 16,666,282 — —
Weighted-average common shares outstanding used to
calculate net income (loss) per share, diluted 94,772,641 82,771,268 83,765,896
Net income (loss) per share, basic $ 1.73  $ (1.31) $ (2.87)
Net income (loss) per share, diluted $ 143§ (1.31) $ (2.87)

The following securities were excluded from the computation of diluted net income (loss) per share for
the years presented, due to their anti-dilutive effect. These amounts represent the number of instruments
outstanding at the end of each respective year:

Year Ended December 31,
2021 2022 2023
Options to purchase common stock 461,157 12,547,010 12,617,254
Unvested RSUs 506,302 6,046,796 5,534,394
Convertible debt 2,318,078 2,318,078 2,318,078
Purchase rights committed under the ESPP — 101,397 184,447
Unvested PRSUs — 687,500 —
Total 3,285,537 21,700,781 20,654,173

16. Reorganization Expenses

On January 31, 2023, the Company implemented a plan of reorganization (the “January 2023 Plan”).
The January 2023 Plan was designed to reduce operating costs, streamline operations and return the Company
to profitability. As part of the January 2023 Plan, the Company reduced its workforce by approximately 20%, or
365 employees, and suspended development of its small business loan product.
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During the year ended December 31, 2023, the Company incurred $15.5 million of reorganization
expenses in relation to the January 2023 plan, which primarily consisted of severance charges related to
employee cash compensation, benefits, and associated taxes. As of December 31, 2023, the Company has made
all cash payments to impacted employees. The Company also recognized an impairment expense of $2.6 million
for previously capitalized internally developed software costs. In addition to these charges, the Company
recognized $2.9 million of one-time non-cash savings related to the reversal of previously expensed stock-based
compensation associated with forfeited stock awards for the year ended December 31, 2023.

17. Subsequent Events

The Company has evaluated events that have occurred through the filing date of this Annual Report on
Form 10-K. Based on its evaluation, other than any items recorded or disclosed within the consolidated
financial statement and related notes, including as discussed below, the Company has determined no subsequent
events were required to be recognized or disclosed.

On February 9, 2024, the Company signed an agreement with an investor to sell a pool of Upstart-
powered core personal loans with an aggregate outstanding principal amount of $299.7 million. The total
consideration in exchange for the loans include cash, and a right to receive additional cash amounts if credit
performance of the loan pool is in line or exceeds initial expectations. In case of credit underperformance, the
Company is obligated to make cash payments to the purchaser over time, subject to a certain cap. The Company
plans to account for this sale under ASC 860, Transfers and Servicing.

On February 13, 2024, the Company obtained a waiver for breach in certain covenants related to the

UAWT Warehouse Credit Facility for the January 2024 collection period and paid down $15.3 million of the
outstanding advance on the credit facility.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
a. Evaluation of Disclosure Controls and Procedures

Our management, with the participation and supervision of our Chief Executive Officer and Chief
Financial Officer, has evaluated the effectiveness of our disclosure controls and procedures as defined in Rules
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, or the Exchange Act. Based
on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of
December 31, 2023, our disclosure controls and procedures were designed and function effectively to provide
reasonable assurance that information required to be disclosed by us in reports filed or submitted under the
Exchange Act is recorded, processed, summarized, and reported within the time periods specified in SEC rules
and forms, and that such information is accumulated and communicated to our management, including our
Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure.

b. Inherent Limitations on Effectiveness of Disclosure Controls and Procedures

Our management does not expect that our disclosure controls and procedures or our internal control
over financial reporting will prevent all errors and all fraud. A control system, no matter how well designed and
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.
Further, the design of disclosure controls and procedures must reflect the fact there are resource constraints and
that management is required to apply its judgment in evaluating the benefits of possible controls and procedures
relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can
provide absolute assurance that all control issues and instances of fraud, if any, have been detected. These
inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns
can occur because of a simple error or mistake. Additionally, controls can be circumvented by the individual
acts of some persons, by collusion of two or more people or by management override of the controls. The
design of any system of controls is also based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions; over time, controls may become inadequate because of changes in conditions, or the
degree of compliance with policies or procedures may deteriorate. Due to inherent limitations in a cost-effective
control system, misstatements due to error or fraud may occur and not be detected.

c¢. Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting (as defined in Rules 13a-15(d) and
15d-15(d) under the Exchange Act) that occurred during the year ended December 31, 2023 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

d. Management’s Annual Report on Internal Control over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control
over financial reporting. Our management, including our Chief Executive Officer and Chief Financial Officer,
assessed the effectiveness of our internal control over financial reporting based on the framework in Internal
Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”). Based on its evaluation under the framework in Internal Control - Integrated
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Framework (2013), our management concluded that our internal control over financial reporting was effective
as of December 31, 2023.

The effectiveness of our internal control over financial reporting as of December 31, 2023 has been
audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report
which appears in Part I, Item 8 of this Annual Report on Form 10-K.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Upstart Holdings, Inc.
Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Upstart Holdings, Inc. and subsidiaries
(the “Company”) as of December 31, 2023, based on criteria established in Internal Control — Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). In our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2023, based on criteria established in Internal Control — Integrated
Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States) (PCAOB), the consolidated financial statements as of and for the year ended December
31, 2023, of the Company and our report dated February 15, 2024, expressed an unqualified opinion on those
financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on the Company’s internal control over financial reporting based on our audit. We are a
public accounting firm registered with the PCAOB and are required to be independent with respect to the
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2)
provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
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acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

/s/ Deloitte & Touche LLP

San Francisco, California
February 15, 2024

ITEM 9B. OTHER INFORMATION
(c) Securities Trading Plans of Executive Officers and Directors

From time to time, some of the Company’s executive officers or directors may determine that it is advisable to
diversify their investments for personal financial planning reasons or may seek liquidity for other reasons and
may sell shares of common stock of the Company. To effect such sales, from time to time, some of the
Company’s executive officers or directors may enter into trading plans that are designed to comply with the
Company’s Insider Trading Policy and intended to satisfy the affirmative defense conditions of Rule 10b5-1(c)
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

During the quarter ended December 31, 2023, the following officer (as defined in Rule 16a-1(f) of the Exchange
Act) of the Company has adopted a contract, instruction or written plan for the sale of securities of the
Company intended to satisfy the affirmative defense conditions of Rule 10b5—1(c) of the Exchange Act:

Name and title of officer: Natalia Mirgorodskaya, Corporate Controller

Date of adoption: November 30, 2023

Duration of the trading arrangement: Through August 31, 2024 or earlier if all transactions under the trading
arrangement are completed

Aggregate number of securities to be sold from time to time: up to 13,688 shares

ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT
INSPECTIONS

None.
PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

We maintain a Code of Ethics that incorporates our code of ethics applicable to all employees,
including all directors and executive officers. Our Code of Ethics is published on our Investor Relations website
at ir.upstart.com under “Governance.” We intend to satisfy the disclosure requirement under Item 5.05 of Form

8-K regarding amendments to, or waiver from, a provision of the Company’s Code of Ethics by posting such
information on the website address and location specified above.
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The remaining information required by this item is incorporated by reference to the definitive Proxy
Statement for our 2024 Annual Meeting of Stockholders, which will be filed with the SEC no later than 120
days after December 31, 2023.

ITEM 11. EXECUTIVE COMPENSATION

The remaining information required by this item will be set forth in our Proxy Statement and is
incorporated herein by reference. The Proxy Statement will be filed with the SEC no later than 120 days after
December 31, 2023.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by this item will be set forth in our Proxy Statement and is incorporated
herein by reference. The Proxy Statement will be filed with the SEC no later than 120 days after December 31,
2023.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND
DIRECTOR INDEPENDENCE

The information required by this item will be set forth in our Proxy Statement and is incorporated
herein by reference. The Proxy Statement will be filed with the SEC no later than 120 days after December 31,
2023.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Our principal accountant is Deloitte & Touche, LLP. The information required by this item will be set
forth in our Proxy Statement and is incorporated herein by reference. The Proxy Statement will be filed with the
SEC no later than 120 days after December 31, 2023.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
We have filed the following documents as part of this Annual Report on Form 10-K:
1. Consolidated Financial Statements
2. Financial Statement Schedules

Financial statement schedules have been omitted because they are not required, not applicable, not
present in amounts sufficient to require submission of the schedule, or the required information is shown in the
Consolidated Financial Statements or Notes thereto.
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Report of Independent Registered Public Accounting Firm (PCAOB ID: 34)
Financial Statements:

Consolidated Balance Sheets

Consolidated Statements of Operations and Comprehensive Income (Loss)
Consolidated Statements of Stockholders’ Equity

Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

3. Exhibits

Page
119

121
123
124
125
127

The exhibits listed below are filed as part of this Annual Report on Form 10-K or are incorporated

herein by reference, in each case as indicated below.

EXHIBIT INDEX
Incorporated by Reference
Exhibit
Number Description Form File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of 10-K  001-39797 3.1 February 18, 2022
Incorporation.
3.2 Amended and Restated Bylaws. 8-K 001-39797 3.2 November 18, 2022
4.1 Form of Common Stock Certificate. S-1/A  333-249860 4.1 December 4, 2020
42 Amended and Restated Investors’ Rights S-1 333-249860 4.2 November 6, 2020
Agreement among the registrant and certain
holders of its capital stock, amended as of
December 31, 2018.
43 Description of Capital Stock. 10-K  001-39797 4.3 February 16, 2023
4.4 Indenture, dated August 20, 2021, between 8-K 001-39797 4.1 August 20, 2021
the registrant and U.S. Bank National
Association.
4.5 Form of 0.25% Convertible Senior Note due 8-K 001-39797 4.2 August 20, 2021
2026 (included in the indenture filed as
Exhibit 4.4).
10.1+ Form of Indemnification Agreement between ~ S-1/A 333-249860 10.1 December 4, 2020
the registrant and each of its directors and
executive officers.
10.2+ 2020 Equity Incentive Plan and related form 10-Q  001-39797 10.1 November 12, 2021
agreements.
10.3+ 2012 Stock Plan and related form S-1/A  333-249860 10.3 November 6, 2020
agreements.
10.4+ Employee Incentive Compensation Plan. S-1/A 333-249860 10.4 December 4, 2020
10.5+ 2020 Employee Stock Purchase Plan. S-1/A 333-249860 10.5 December 4, 2020
10.6+ Prodigy Software, Inc. 2015 Stock Incentive S-8 333-255270 4.4 April 16, 2021
Plan and related form agreements.
10.7+ Amended and Restated Executive Change in 8-K 001-39797 10.1 November 18, 2022

Control and Severance Policy and related
participation.
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Exhibit
Number Description Form File No. Exhibit Filing Date
10.8+ Outside Director Compensation Policy. 10-K  001-39797 10.7 February 18, 2022
10.9+ Employment Offer Letter, dated October 6, 10-K  001-39797 10.10 February 16, 2023
2022, between Upstart Network, Inc. and
Scott Darling.
10.10 Sub-Sublease Agreement, dated April 1, S-1 333-249860 10.8 November 5, 2020
2019, between the registrant and Snowflake,
Inc.
10.11 Sublease, dated September 13, 2021, between  10-Q  001-39797 10.3 November 12, 2021
Upstart Network, Inc. and Open Text, Inc.
10.12% Amended and Restated TransUnion Master S-1/A 333-249860 10.16 December 7, 2020
Agreement for Consumer Reporting and
Ancillary Services, dated November 25,
2020, between Upstart Network, Inc. and
TransUnion LLC.
10.137 Amended and Restated Billing Agent S-1/A 333-249860  10.17 December 7, 2020
Agreement, dated November 25, 2020,
between Upstart Network, Inc. and Trans
Union LLC.
10.14 Form of Capped Call Confirmation. 8-K 001-39797 10.1 August 20, 2021
21.1% List of subsidiaries of the registrant.
23% Consent of Independent Registered Public
Accounting Firm.
24.1 Power of Attorney (included in the signature
page hereto).
31.1% Certification of Principal Executive Officer
pursuant to Exchange Act Rules 13a-14(a)
and 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
31.2% Certification of Principal Financial Officer
pursuant to Exchange Act Rules 13a-14(a)
and 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
32.1% Certifications of Principal Executive Officer
and Principal Financial Officer pursuant to 18
U.S.C. Section 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of
2002.
97.1* Compensation Recovery Policy.
101.INS* Inline XBRL Instance Document
101.SCH Inline XBRL Taxonomy Extension Schema
* Document
101.CAL Inline XBRL Taxonomy Extension
* Calculation Linkbase Document
101.DEF Inline XBRL Taxonomy Extension Definition
*

Linkbase Document
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101.LAB Inline XBRL Taxonomy Extension Label
& Linkbase Document

101.PRE Inline XBRL Taxonomy Extension
* Presentation Linkbase Document

* Filed herewith.

+ Indicates management contract or compensatory plan.
A Portions of this exhibit (indicated by asterisk) have been excluded because such information is both (i)

not material and (ii) would be competitively harmful if publicly disclosed.
ITEM 16. FORM 10-K SUMMARY

None.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-
K has been signed below by the following persons on behalf of the registrant and in the capacities and on the
dates indicated.

Date: February 15, 2024
Upstart Holdings, Inc

By: /s/ Dave Girouard

Dave Girouard
Chief Executive Officer and Director

(Principal Executive Officer)

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Dave Girouard, Sanjay Datta and Scott Darling, and each of them, as his or her true and
lawful attorney-in-fact and agent with full power of substitution and resubstitution, for such individual in any
and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same,
with all exhibits thereto and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do
and perform each and every act and thing requisite and necessary to be done in connection therewith, as fully
for all intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that
said attorneys-in-fact and agents, or any of them, or the individual’s substitute, may lawfully do or cause to be
done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Annual Report

on Form 10-K has been signed by the following persons on behalf of the registrant and in the capacities and on
the dates indicated.
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Signature Title Date

/s/ Dave Girouard Chief Executive Officer and Director February 15, 2024
Dave Girouard (Principal Executive Olfficer)

/s/ Sanjay Datta Chief Financial Officer February 15, 2024
Sanjay Datta (Principal Financial Officer)

/s/ Natalia Mirgorodskaya Corporate Controller February 15, 2024
Natalia Mirgorodskaya (Principal Accounting Olfficer)

/s/ Sukhinder Singh Cassidy Director February 15, 2024

Sukhinder Singh Cassidy

/s/ Kerry Cooper Director February 15, 2024
Kerry Cooper

/s/ Paul Gu Director February 15, 2024
Paul Gu

/s/ Mary Hentges Director February 15, 2024
Mary Hentges

/s/ Jeff Huber Director February 15, 2024
Jeff Huber

/s/ Ciaran O’Kelly Director February 15, 2024

Ciaran O’Kelly

/s/ Hilliard C. Terry 111 Director February 15, 2024

Hilliard C. Terry III
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Board of Directors

Dave Girouard Sukhinder Singh Cassidy
Chairperson Lead Independent Director
Since 2012 Since 2020

Hilliard Terry Mary Hentges
Since 2019 Since 2019

Kerry Cooper

Paul Gu Ciaran O'Kelly
Since 2012 Since 2018

Jeff Huber
Since 2021 Since 2021

Leadership Team

Dave Girouard
Co-Founder & CEO

Paul Gu
Co-Founder & Chief Technology Officer

Scott Darling
Chief Legal Officer & Corporate Secretary

Sanjay Datta
Chief Financial Officer

Rosemary Kendrick
Operations

Corporate Governance | Upstart2023 Annual Report /

Becca Gelenburg
Chief People Officer

Annie Delgado
Chief Risk Officer

Michael Lock
Lending Partnerships

Chantal Rapport
Growth

Andrew Kovacs -~
Communications and
Government Affairs ~
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“Money is a fundamental ingredient of life,
and unless you're one of the few percent of
Americans with significant wealth, the price and
difficulty of borrowing affects you every day.
Throughout history, affordable credit has been
central to unlocking mobility and opportunity.”

Dave Girouard
Co-Founder & CEO
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