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RISK FACTORS SUMMARY
You should carefully consider the information set forth below under the heading “Risk Factors” in Part II, Item 1A before deciding whether to invest
in our securities. Below is a summary of certain of the principal risks associated with an investment in our securities.
•

We face risks related to our proposed acquisition by V99 Inc. that could impact our business, financial condition, results of operations, and the market
price of our common stock.

•

We face significant risks related to the COVID-19 pandemic and related economic recession, which we expect to continue.

•

We are dependent on a few OEM partners for a substantial portion of our billings and revenue, and our business, financial condition and results of
operations will be significantly harmed if our billings and revenue from Ford Motor Company (“Ford”) and General Motors Holdings (“GM”) decline
or if they transition to competitive offerings.

•

Although we were profitable for part of fiscal 2020, we may incur additional losses in fiscal 2021, and we cannot predict when, or if, we will return to
consistent profitability.

•

The success of our automotive navigation products may be affected by the number of vehicle models our OEM partners offer with our navigation
solutions, as well as overall demand for such new vehicles.

•

If we fail to comply with our automobile manufacturer and tier-one contracts, our business, financial condition and results of operations could suffer.

•

We may not be successful at adapting our business model for the Chinese automotive navigation market, which may reduce our revenue.

•

We may not be successful in generating material revenue from automobile manufacturers and tier ones other than Ford and GM.

•

We may incur substantial costs when engaging with a new automotive navigation customer and may not realize substantial revenue from that new
customer in the short-term, if at all.

•

Our quarterly revenue and operating results have fluctuated in the past and may fluctuate in the future due to a number of factors.

•

Our automotive revenue and earnings could fluctuate due to the complexities of revenue recognition and capitalization of expenses related to
customized products.

•

We rely on our customers for timely and accurate vehicle and subscriber sales information; a failure or disruption in the provisioning of this data to us
would materially and adversely affect our ability to manage our business effectively.

•

We recently implemented a new enterprise resource planning system and are also implementing project and human resources management systems; if
these new systems prove ineffective, we may be unable to timely or accurately prepare financial reports, or invoice and collect from our customers.

•

We may be required to recognize a significant charge to earnings if our goodwill becomes impaired.

•

We rely on our management team and need specialized personnel to grow our business, and the loss of one or more key employees or our inability to
attract and retain qualified personnel could harm our business.

•

Warranty claims, product liability claims, product recalls and regulatory liability claims could subject us to significant costs and adversely affect our
financial results.

•

Indemnity provisions in various agreements potentially expose us to substantial liability for intellectual property infringement, damages caused by
defective software and other losses.

•

Our effective tax rate may fluctuate, which could increase our anticipated income tax expense or reduce our anticipated income tax benefit in the
future.

•

Changes in accounting principles, or interpretations thereof, could have a significant impact on our financial position and results of operations.

•

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

•

Our business practices with respect to data could give rise to liabilities or reputational harm as a result of governmental regulation, legal requirements
or industry standards relating to consumer privacy and data protection.
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•

We rely on a proprietary provisioning and reporting system for our navigation products and services to track end user activation, deactivation and
usage data, and any material failures in this system could harm our revenue, affect our costs and impair our ability to manage our business effectively.

•

We rely on third-party data and content to provide our services, and if we were unable to obtain content at reasonable prices, or at all, our gross
margins and our ability to provide our services would be harmed.

•

Network failures, disruptions or capacity constraints in our third-party-hosted data center facilities could affect the performance of our navigation
services and harm our reputation and our revenue.

•

We may not be able to enhance our location services to keep pace with technological and market developments, or develop new location services in a
timely manner or at competitive prices.

•

We rely on network infrastructures provided by our wireless carriers, mobile phones and in-car wireless connections for the delivery of our navigation
services to end users.

•

We operate in an industry with extensive intellectual property litigation.

•

Unauthorized control or manipulation of our systems in vehicles may cause them to operate improperly, or not at all, or compromise their safety and
data security, which could result in loss of confidence in us and our products, cancellation of our contracts with certain of our automobile manufacturer
or tier-one customers and harm our business.

•
•

Our business is subject to online security risks, including potential security and privacy incidents.
Vulnerabilities in our products and services have been publicly disclosed before; if we are unable to adequately detect and address vulnerabilities in
our products and services, these vulnerabilities, including new ones we may not yet understand, may result in harm to our business.

•

If we are unable to protect our intellectual property and proprietary rights, or if claims are asserted against us, our competitive position and our
business could be harmed.

•

Confidentiality agreements with employees and others may not adequately prevent disclosure of our trade secrets and other proprietary information.

•

Our use of open source software could negatively affect our ability to sell our products and services and subject us to possible litigation.

•

We are subject to complex and evolving U.S. and foreign laws and regulations regarding privacy, data protection and other matters, and violations of
these complex and dynamic laws, rules and regulations may result in claims, changes to our business practices, monetary penalties, increased costs of
operations, and/or other harms to our business.

•

Changes to United States tax, tariff and import/export regulations may have a negative effect on global economic conditions, financial markets and our
business.

•

Our operations in certain emerging markets expose us to political, economic and regulatory risks.

•

We conduct substantial research and development operations in China; risks associated with a business presence in China could negatively affect our
business and results of operations.

•

We could be subject to additional income tax liabilities.

•

Our international operations and corporate structure subject us to potential adverse tax consequences.

•

The U.K.’s decision to leave the EU will continue to have uncertain effects and could adversely affect us.

•

Changes in government regulation of the wireless communications, automobile and in-car commerce industries may adversely affect our business.

•

Certain of our products are subject to U.S. export controls; where we fail to comply with these laws, we could suffer monetary or other penalties.

•

Government regulation designed to protect end-user privacy may make it difficult for us to provide our services or provide in-car commerce services.

•

If we are unable to obtain the required government licenses or approvals to comply with government regulation relating to map data and location-based
services, we may not be able to provide our products and services and our business could be adversely impacted.

•

Regulations relating to investments in offshore companies by Chinese residents may subject our Chinese-resident beneficial owners or our Chinese
subsidiaries to liability or penalties, limit our ability to inject capital into our Chinese subsidiaries, limit our Chinese subsidiaries’ ability to increase
their registered capital or limit their ability to distribute profits to us.
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•

We face intense competition in our market, especially from competitors that offer their location services for free, which could make it difficult for us to
acquire and retain customers and end users.

•

If we are unable to integrate future investments or acquisitions successfully, our operating results and prospects could be harmed.

•

Our investment portfolio and cash balances may become impaired by poor investment performance, deterioration of the financial markets or the
economic effects of COVID-19.

•

Changes in business direction and market conditions could lead to charges we may take related to structural reorganization and discontinuation of
certain products or services, which may adversely affect our financial results.

•

We may not always complete our assessment of the effectiveness of our internal control over financial reporting in a timely manner, or such internal
control may not be determined to be effective, which may adversely affect investor confidence in our company and, as a result, the value of our
common stock.

•

We will continue to incur high costs and demands upon management as a result of complying with the laws and regulations affecting public
companies, which could harm our operating results.

•

If securities analysts do not publish research or reports about our business or if they publish negative evaluations of our stock, the price of our stock
could decline.

•

Our stock price has fluctuated significantly and may continue to fluctuate in the future.

•

The concentration of ownership of our capital stock limits your ability to influence corporate matters.

•

Certain provisions in our charter documents and under Delaware law could limit attempts by our stockholders to replace or remove members of our
Board of Directors or current management and may adversely affect the market price of our common stock.
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PART I. FINANCIAL INFORMATION
Item 1.

Financial Statements.
TELENAV, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except par value)
(unaudited)
December 31,
2020

Assets
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowances of $34 and $5 at December 31, 2020 and June 30, 2020, respectively
Restricted cash
Deferred costs
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Operating lease right-of-use assets
Deferred income taxes, non-current
Goodwill
Deferred costs, non-current
Other assets
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Trade accounts payable
Accrued expenses
Operating lease liabilities
Deferred revenue
Income taxes payable
Total current liabilities
Operating lease liabilities, non-current
Deferred revenue, non-current
Other long-term liabilities
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $0.001 par value: 50,000 shares authorized; no shares issued or outstanding
Common stock, $0.001 par value: 600,000 shares authorized; 48,000 and 47,342 shares issued and outstanding
at December 31, 2020 and June 30, 2020, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying Notes to Condensed Consolidated Financial Statements.

1

$

$

$

June 30,
2020

37,252
75,739
44,026
1,539
20,697
4,893
184,146
3,154
8,435
1,463
14,255
50,825
43,641
305,919

$

32,172
30,776
3,539
32,816
473
99,776
5,857
95,182
688
—

$

$

—

$

48
196,796
(330)
(92,098)
104,416
305,919 $

20,518
90,315
34,542
1,494
26,121
4,505
177,495
4,319
7,067
1,515
14,255
54,548
34,552
293,751

12,291
36,210
2,786
37,973
715
89,975
5,191
100,970
645
—
—
47
192,170
(477)
(94,770)
96,970
293,751
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TELENAV, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)
(unaudited)
Three Months Ended
December 31,
2020
2019

Revenue:
Product
Services
Total revenue
Cost of revenue:
Product
Services
Total cost of revenue
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Income (loss) from operations
Other income, net
Income (loss) from continuing operations before provision (benefit) for income taxes
Provision (benefit) for income taxes
Equity in net (income) of equity method investees
Income (loss) from continuing operations
Discontinued operations:
Income from operations of Advertising business, net of tax
Loss from sale of Advertising business
Loss on discontinued operations

$

$

Net income (loss)
Basic income (loss) per share:
Income (loss) from continuing operations
Loss on discontinued operations
Net income (loss)

$
$

Diluted income (loss) per share:
Income (loss) from continuing operations
Loss on discontinued operations
Net income (loss)

$
$

Weighted average shares used in computing income (loss) per share:
Basic
Diluted
Stock-based compensation expense included in continuing operations above:
Cost of revenue
Research and development
Sales and marketing
General and administrative
Total stock-based compensation expense

53,449
12,405
65,854

$

$

$

110,258
25,192
135,450

$

117,533
22,971
140,504

26,434
7,288
33,722
40,153

63,628
14,583
78,211
57,239

58,423
12,150
70,573
69,931

18,528
1,677
9,448
29,653
(1,927)
521
(1,406)
(67)
(1,279)
(60)

19,717
2,134
6,428
28,279
11,874
596
12,470
205
(797)
13,062

37,514
3,673
15,960
57,147
92
1,235
1,327
(53)
(1,895)
3,275

40,380
4,080
13,715
58,175
11,756
1,157
12,913
616
(797)
13,094

—
—
—
3,275

832
(4,874)
(4,042)
9,052

—
—
—
(60) $

—
(56)
(56)
13,006 $

(0.00) $
—
(0.00) $

0.27
—
0.27

$

(0.00) $
—
(0.00) $

0.27
—
0.27

$

22
1,603
308
707
2,640

$

$

48,475
48,821
$

$

See accompanying Notes to Condensed Consolidated Financial Statements.

2

61,543
12,332
73,875

31,098
7,030
38,128
27,726

47,825
47,825
$

Six Months Ended
December 31,
2020
2019

13
623
190
652
1,478

$

0.07
—
0.07

$

0.07
—
0.07

$

$

$

47,526
48,151
$

$

41
3,433
677
1,346
5,497

0.27
(0.08)
0.19
0.27
(0.08)
0.18
48,127
49,257

$

$

29
1,718
325
1,158
3,230
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TELENAV, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)
(unaudited)

Three Months Ended
December 31,
2020
2019

Net income (loss)
Other comprehensive income (loss):
Foreign currency translation adjustment, net of tax
Available-for-sale securities:
Unrealized gain (loss) on available-for-sale securities, net of tax
Reclassification adjustments for loss on available-for-sale securities recognized,
net of tax
Net increase (decrease) from available-for-sale securities, net of tax
Other comprehensive income (loss), net of tax

$

Comprehensive income

$

(60) $

13,006

$

3,275

$

9,052

346

207

706

(103)

(230)

(15)

(357)

44

(14)
(244)
102
42 $

(1)
(16)
191
13,197 $

See accompanying Notes to Condensed Consolidated Financial Statements.

3

Six Months Ended
December 31,
2020
2019

(202)
(559)
147
3,422 $

(2)
42
(61)
8,991
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TELENAV, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands)
(unaudited)
Common Stock

Six Months Ended December 31, 2020

Shares

Amount

$

Accumulated
Other
Comprehensive
Loss

Additional
Paid-in
Capital

47
—
—
—
—
—
—
—
—

$

Balance at September 30, 2020
Release of restricted stock units, net of shares withheld for taxes
Stock-based compensation expense, continuing operations
Foreign currency translation adjustment, net of tax
Unrealized net loss on available-for-sale securities, net of tax
Net loss

47,523
477
—
—
—
—

Balance at December 31, 2020

48,000

$

48

$

196,796

$

(330)

$

(92,098)

$

104,416

Six Months Ended December 31, 2019
Balance at June 30, 2019
Issuance of common stock upon exercise of stock options
Release of restricted stock units, net of shares withheld for taxes
Stock-based compensation expense, continuing operations
Stock-based compensation expense, discontinued operations
Foreign currency translation adjustment, net of tax
Unrealized net gain on available-for-sale securities, net of tax
Net loss

46,911
1,326
329
—
—
—
—
—

$

47
1
1
—
—
—
—
—

$

182,349
8,340
(1,273)
1,752
887
—
—
—

$

(1,477)
—
—
—
—
(310)
58
—

$

(90,279)
—
—
—
—
—
—
(3,954)

$

90,640
8,341
(1,272)
1,752
887
(310)
58
(3,954)

Balance at September 30, 2019
Release of restricted stock units, net of shares withheld for taxes
Repurchases of common stock
Stock-based compensation expense, continuing operations
Foreign currency translation adjustment, net of tax
Unrealized net loss on available-for-sale securities, net of tax
Net income

48,566
352
(767)
—
—
—
—

Balance at December 31, 2019

48,151

194,912
(756)
2,640
—
—
—

49
—
(1)
—
—
—
—
$

48

$

190,593

$

(1,538)

(94,770)
—
—
—
(603)
—
—
—
3,335

$

(92,038)
—
—
—
—
(60)

(1,729)
—
—
—
207
(16)
—

See accompanying Notes to Condensed Consolidated Financial Statements.
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$

(432)
—
—
346
(244)
—

192,055
(317)
(2,623)
1,478
—
—
—
$

(477)
—
—
—
—
—
360
(315)
—

Total Stockholders'
Equity

47,342
14
162
305
(300)
—
—
—
—

47
1
—
—
—
—

192,170
67
(359)
1,204
(1,027)
2,857
—
—
—

Accumulated
Deficit

Balance at June 30, 2020
Issuance of common stock upon exercise of stock options
Release of restricted stock units, net of shares withheld for taxes
Issuance of common stock under employee stock purchase plan
Repurchase of common stock
Stock-based compensation expense, continuing operations
Foreign currency translation adjustment, net of tax
Unrealized loss on available-for-sale securities, net of tax
Net income

102,489
(755)
2,640
346
(244)
(60)

(94,233)
—
(1,395)
—
—
—
13,006
$

(82,622)

96,970
67
(359)
1,204
(1,630)
2,857
360
(315)
3,335

96,142
(317)
(4,019)
1,478
207
(16)
13,006
$

106,481
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TELENAV, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)
Six Months Ended
December 31,
2020

Operating activities
Net income
Loss on discontinued operations
Income from continuing operations
Adjustments to reconcile income from continuing operations to net cash provided by operating activities:
Stock-based compensation expense
Depreciation and amortization
Operating lease amortization, net of accretion
Accretion of net premium on short-term investments
Unrealized gain on non-marketable equity investments
Equity in net (income) of equity method investees
Other
Changes in operating assets and liabilities:
Accounts receivable
Deferred income taxes
Deferred costs
Prepaid expenses and other current assets
Other assets
Trade accounts payable
Accrued expenses and other liabilities
Income taxes payable
Operating lease liabilities
Deferred revenue
Net cash provided by operating activities
Investing activities
Purchases of property and equipment
Purchases of short-term investments
Purchase of long-term investments
Proceeds from sales and maturities of short-term investments
Proceeds from sales of long-term investments
Net cash provided by (used in) investing activities
Financing activities
Proceeds from exercise of stock options
Tax withholdings related to net share settlements of restricted stock units
Proceeds from issuance of common stock under employee stock purchase plan
Repurchase of common stock
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash, cash equivalents and restricted cash
Net increase in cash, cash equivalents and restricted cash, continuing operations
Net cash used in discontinued operations
Cash, cash equivalents and restricted cash, beginning of period
Cash, cash equivalents and restricted cash, end of period
Supplemental disclosure of cash flow information
Income taxes paid, net
Non-cash investing: Investment in inMarket Media, LLC acquired in exchange for sale of Advertising business
Cash flows from discontinued operations:
Net cash used in operating activities
Net cash used in financing activities
Net cash transferred from continuing operations
Net change in cash and cash equivalents from discontinued operations
Cash and cash equivalents of discontinued operations, beginning of period
Cash and cash equivalents of discontinued operations, end of period

$

See accompanying Notes to Condensed Consolidated Financial Statements.
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3,275
—
3,275

$

9,052
4,042
13,094

5,497
1,426
1,727
170
—
(1,895)
(346)

3,230
1,856
1,321
75
(62)
(797)
(1)

(9,160)
154
9,280
(514)
(406)
19,874
(5,755)
(258)
(1,673)
(11,449)
9,947

25,835
(409)
(1,961)
(3,992)
21
(15,054)
3,945
130
(1,754)
9,036
34,513

(155)
(10,703)
(6,733)
24,550
447
7,406

(1,078)
(54,439)
(3,500)
24,067
—
(34,950)

$

67
(1,114)
1,204
(1,630)
(1,473)
899
16,779
—
22,012
38,791

$

8,306
(1,148)
—
(4,019)
3,139
(85)
2,617
(3,975)
29,225
27,867

$

503

$

1,279

$

—

$

15,600

$

—
—
—
—
—
—

$

(3,569)
(406)
3,975
—
—
—

37,252
1,539
38,791

$

$

Reconciliation of cash, cash equivalents and restricted cash to the condensed consolidated balance sheets
Cash and cash equivalents
Restricted cash
Total cash, cash equivalents and restricted cash

2019

$
$

$

$

26,347
1,520
27,867
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TELENAV, INC.
Notes to Condensed Consolidated Financial Statements
(unaudited)
1.

Summary of business and significant accounting policies
Description of business

Telenav, Inc., also referred to in this report as “Telenav,” the “Company,” “we,” “our” or “us,” was incorporated in September 1999 in the State of
Delaware. We are a leading provider of automotive software and services providing both in-vehicle and cloud-based solutions. We focus on navigation and
location-based services (LBS), where we pioneered many innovations including the market’s first mobile cloud-based navigation service. Navigation and
LBS are the primary applications for in-vehicle infotainment (IVI) systems and we are using our strengths and core competencies to address the growing
demand for overall connected car services. We provide our connected-car products and services directly to automobile manufacturers, as well as tier-one
suppliers. Our fiscal year ends on June 30, and in this report we refer to the fiscal year ended June 30, 2020 as “fiscal 2020” and the fiscal year ending June
30, 2021 as “fiscal 2021.”
Commencing July 1, 2019, we operate in a single segment, automotive. Through June 30, 2019, we operated in three segments - automotive,
advertising and mobile navigation. In August 2019, we completed the disposition of our digital advertising operations (the "Ads Business") and have
presented the results of operations for the Ads Business as discontinued operations for all prior periods presented. See Note 11. Our mobile navigation
services business represented less than 5% of total revenue for the three and six months ended December 31, 2020 and 2019 and we expect the business to
continue to decline. Our chief executive officer, or CEO, the chief operating decision maker, does not review mobile navigation revenue and cost of
revenue separately. As a result, we combine the mobile navigation business with the automotive business in a single segment.
Proposed merger
On November 2, 2020, we entered into an Agreement and Plan of Merger (as amended on December 17, 2020, and as it may be further amended,
supplemented or otherwise modified in accordance with its terms, the “Merger Agreement”) with V99, Inc., a Delaware corporation led by H.P. Jin,
President, Co-Founder, Chair of the Board of Directors, President and Chief Executive Officer of Telenav, and Telenav99, Inc., a newly formed Delaware
corporation and wholly owned subsidiary of V99 (“Merger Sub”), providing for, subject to the satisfaction or waiver of specified conditions, the acquisition
of Telenav by V99. Subject to the terms and conditions of the Merger Agreement, Merger Sub will be merged with and into Telenav (the “Merger”), with
Telenav surviving the Merger as a wholly owned subsidiary of Parent. Subject to the satisfaction of closing conditions, the parties expect the Merger to
close in February 2021. See Note 13.
Basis of presentation
The unaudited condensed consolidated financial statements and accompanying notes have been prepared in accordance with accounting principles
generally accepted in the United States of America, or GAAP. The condensed consolidated financial statements include the accounts of Telenav, Inc. and its
wholly owned subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. The financial statements include
all adjustments (consisting only of normal recurring adjustments) that our management believes are necessary for a fair presentation of the periods
presented. These interim financial results are not necessarily indicative of results expected for the full fiscal year or for any subsequent interim period.
Our condensed consolidated financial statements also include the financial results of Shanghai Jitu Software Development Ltd., or Jitu, located in
China. Based on our contractual arrangements with the shareholders of Jitu, we have determined that Jitu is a variable interest entity, or VIE, for which we
are the primary beneficiary and are required to consolidate in accordance with Accounting Standards Codification, or ASC, subtopic 810-10, or ASC 81010, Consolidation: Overall. The results of Jitu did not have a material impact on our financial statements for the three and six months ended December 31,
2020 and 2019.
The condensed consolidated financial statements and related financial information should be read in conjunction with the audited consolidated
financial statements and the related notes thereto for fiscal 2020, included in our Annual Report on Form 10-K for fiscal 2020 filed with the U.S. Securities
and Exchange Commission, or SEC, on August 21, 2020, which we refer to as the Form 10-K.
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Significant accounting policies
There have been no material changes to our significant accounting policies as compared to the significant accounting policies described in our Form
10-K.
Use of estimates
The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the amounts reported in
the condensed consolidated financial statements and accompanying notes. Significant estimates and assumptions made by us include the determination of
revenue recognition and deferred revenue, including estimating and allocating the transaction price of customer contracts, the recoverability of accounts
receivable and short-term investments, the determination of the fair value of non-marketable debt and equity investments, the assessment of goodwill for
impairment, the fair value of stock-based awards issued, the determination of income taxes and the recoverability of deferred tax assets. Actual results
could differ from those estimates.
In March 2020, the World Health Organization declared the outbreak of the novel coronavirus first identified in China in late 2019 (COVID-19) as a
pandemic, which continues to spread throughout the U.S. and the world. The COVID-19 pandemic and related adverse public health developments have
caused and will continue to cause disruption to the economy and our business operations resulting from shelter-at-home orders, quarantines, self-isolations,
or other restrictions on the ability of our employees to perform their jobs. For example, our automotive manufacturer partners closed manufacturing plants
in response to the COVID-19 pandemic and only re-opened them in the three months ended June 30, 2020 for production in North America and Europe.
The extent of the impact of the COVID-19 pandemic on our operational and financial performance will depend on future developments, including the
duration and spread of the outbreak, its severity, the actions to contain the virus or treat its impact, and how quickly and to what extent normal economic
and operating conditions can resume, all of which are uncertain and we cannot predict. During the three and six months ended December 31, 2020, this
uncertainty resulted in a higher level of judgment related to our estimates and assumptions concerning short-term investments, long-lived assets, nonmarketable equity and debt investments, goodwill, and variable consideration related to revenue recognition. We expect uncertainties around our key
accounting estimates to continue to evolve depending on the duration and degree of impact associated with the COVID-19 pandemic. Our estimates may
change as new events occur and additional information emerges, and such changes are recognized or disclosed in our condensed consolidated financial
statements.
Disaggregation of revenue
In order to further depict how the nature, amount, timing and uncertainty of our revenue and cash flows are affected by economic factors, the
following table depicts the disaggregation of revenue according to revenue type and pattern of recognition (in thousands):
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Product
On-board automotive navigation solutions (point in time)(1)
Total product revenue
Services
Brought-in automotive navigation solutions (over time)(2)
Automotive maintenance and support and other (over time)
Mobile navigation services (over time)
Total services revenue

$

$

Total revenue
(1)

53,449
53,449
9,988
542
1,875
12,405
65,854

$

$

61,543
61,543
8,787
1,206
2,339
12,332
73,875

Includes i) royalties earned and recognized at the point in time usage occurs, ii) map updates and iii) customized software development fees.
(2)
Includes royalties earned and recognized over time from the allocation of transaction price to service obligations for hybrid automotive solutions.
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$

$

110,258
110,258
20,902
632
3,658
25,192
135,450

$

$

117,533
117,533
15,009
2,875
5,087
22,971
140,504
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Contract assets
Contract assets relate to our rights to consideration for performance obligations satisfied but not billed at the reporting date. As of December 31,
2020 and June 30, 2020, we had no contract assets.
Deferred costs
Changes in the balance of total deferred costs (current and non-current) during the six months ended December 31, 2020 were as follows (in
thousands):
Deferred Costs
Development

Content

Balance, June 30, 2020
Content licensing costs incurred
Customized software development costs incurred
Less: cost of revenue recognized

$

Balance, December 31, 2020

$

73,598 $
64,686
—
(73,014)
65,270 $

Total

7,071 $
—
1,468
(2,287)
6,252 $

80,669
64,686
1,468
(75,301)
71,522

Concentrations of risk and significant customers
Revenue related to products and services provided through Ford Motor Company and affiliated entities, or Ford, comprised 44% and 39% of total
revenue for the three months ended December 31, 2020 and 2019, respectively, and comprised 45% and 45% for the six months ended December 31,
2020 and 2019, respectively. As of December 31, 2020 and June 30, 2020, receivables due from Ford were 36% and 39% of total accounts receivable,
respectively.
Revenue related to products and services provided through General Motors Holdings and its affiliates, or GM, comprised 47% and 31% of total
revenue for the three months ended December 31, 2020 and 2019, respectively, and comprised 46% and 28% for the six months ended December 31,
2020 and 2019, respectively. As of December 31, 2020 and June 30, 2020, receivables due from GM were 47% and 44% of total accounts receivable,
respectively.
Revenue related to products and services provided to affiliates of Grab Holdings, Inc., which, collectively with certain of its affiliates, we refer to as
Grab, comprised 19% and 15% of total revenue for the three and six months ended December 31, 2019, respectively. We did not have any revenue related
to Grab in the three and six months ended December 31, 2020. See Note 12.
Restricted cash
As of December 31, 2020 and June 30, 2020, we had restricted cash of $1.5 million on our condensed consolidated balance sheets, comprised
primarily of prepayments from a customer.
Accumulated other comprehensive loss, net of tax
The components of accumulated other comprehensive loss, net of related taxes, and activity as of December 31, 2020, were as follows (in thousands):
Foreign Currency
Translation
Adjustments

Balance, net of tax as of June 30, 2020
Other comprehensive income (loss) before reclassifications, net of tax
Amount reclassified from accumulated other comprehensive loss, net of
tax
Other comprehensive income (loss), net of tax

$

Balance, net of tax as of December 31, 2020

$

8

Unrealized
Gains (Losses) on
Available-for-Sale
Securities

Total

(1,834) $
706

1,357 $
(357)

(477)
349

—
706
(1,128) $

(202)
(559)
798 $

(202)
147
(330)
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The amount of income tax benefit allocated to each component of accumulated other comprehensive loss was not material for the six months ended
December 31, 2020.
Recent accounting pronouncements not yet adopted
There have been no changes in accounting pronouncements during the six months ended December 31, 2020, as compared to the recent accounting
pronouncements not yet adopted described in our Form 10-K, that are of significance or potential significance to us.
2.

Net income (loss) per share

Basic income (loss) per share is calculated by dividing income (loss) by the weighted-average number of common shares outstanding for the period.
Diluted income (loss) per share is computed by dividing income (loss) by the weighted-average number of common shares outstanding for the period,
including potential dilutive common shares assuming the dilutive effect of outstanding stock options, restricted stock units and employee stock purchase
plan rights using the treasury-stock method.
The following table presents the calculation of basic and diluted net income per share (in thousands, except per share amounts):
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Income (loss) from continuing operations
Loss on discontinued operations
Net income (loss)
Shares used to compute basic income (loss) per share
Dilutive potential common shares:
Stock options
Restricted stock units
Employee stock purchase plan
Shares used to compute diluted income (loss) per share

$
$

Basic income (loss) per share:
Income (loss) from continuing operations
Loss on discontinued operations

$
$

Net income (loss)
Diluted income (loss) per share:
Income (loss) from continuing operations
Loss on discontinued operations

$
$

Net income (loss)
Potential common stock equivalents not included in the calculation of diluted
income (loss) per share as the effect would be anti-dilutive

(60) $
—
(60) $
47,825

13,062 $
(56)
13,006 $
48,475

3,275
—
3,275
47,526

—
—
—
47,825

—
346
—
48,821

—
609
16
48,151

(0.00) $
—
(0.00) $

0.27
—
0.27

$

(0.00) $
—
(0.00) $

0.27
—
0.27

$

2,629

2,708

$

$

$
$

112
1,018
—
49,257

0.07
—
0.07

$

0.07
—
0.07

$

1,992

13,094
(4,042)
9,052
48,127

$

$

0.27
(0.08)
0.19
0.27
(0.08)
0.18

1,296

A total of 1,495,000 and 800,000 outstanding performance-based restricted stock units as of December 31, 2020 and 2019, respectively, as described
further in Note 9, were excluded from the diluted shares calculation above because they are contingently issuable and none of the performance milestones
had been met.
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3.

Cash, cash equivalents and short-term investments

Cash and cash equivalents consist of unrestricted cash and highly liquid fixed-income investments with original maturities of three months or less at
the time of purchase, including money market funds. Short-term investments consist of readily marketable debt securities with a remaining maturity of
more than three months from the date of purchase. Short-term investments are classified as current assets, even though maturities may extend beyond one
year, because they represent investments of cash available for operations. We classify all cash equivalents and short-term investments as “available for
sale,” as these investments are free of trading restrictions. Marketable debt securities are carried at fair value, with the unrealized gains and losses, net of
tax, reported as accumulated other comprehensive income (loss) and included as a separate component of stockholders’ equity. Gains and losses are
recognized when realized. When we have determined that an other-than-temporary decline in fair value has occurred, the amount of the decline that is
related to a credit loss is recognized in earnings. Gains and losses are determined using the specific identification method. We had no material realized
gains or losses in the six months ended December 31, 2020 or 2019.
Cash, cash equivalents and short-term investments consisted of the following as of December 31, 2020 (in thousands):
Amortized
Cost

Description

Cash
Cash equivalents:
Money market mutual funds
Total cash equivalents
Total cash and cash equivalents
Short-term investments:
U.S. treasury securities
U.S. agency securities
Asset-backed securities
Municipal securities
Commercial paper
Corporate bonds
Total short-term investments

$

$

Cash, cash equivalents and short-term investments

37,056

Unrealized
Gains

$

Unrealized
Losses

—

$

Estimated
Fair Value

—

$

37,056

196
196
37,252

—
—
—

—
—
—

196
196
37,252

1,531
3,182
16,547
8,067
1,250
44,150
74,727
111,979

19
32
282
72
—
607
1,012
1,012

—
—
—
—
—
—
—
—

1,550
3,214
16,829
8,139
1,250
44,757
75,739
112,991

$

$

$

Cash, cash equivalents and short-term investments consisted of the following as of June 30, 2020 (in thousands):
Amortized
Cost

Description

Cash
Cash equivalents:
Money market mutual funds
Total cash equivalents
Total cash and cash equivalents
Short-term investments:
U.S. treasury securities
U.S. agency securities
Asset-backed securities
Municipal securities
Corporate bonds
Total short-term investments

$

$

Cash, cash equivalents and short-term investments

10

20,323

Unrealized
Gains

$

Unrealized
Losses

—

$

Estimated
Fair Value

—

$

20,323

195
195
20,518

—
—
—

—
—
—

195
195
20,518

3,712
5,004
20,392
9,464
50,173
88,745
109,263

41
54
434
78
963
1,570
1,570

—
—
—
—
—
—
—

3,753
5,058
20,826
9,542
51,136
90,315
110,833

$

$

$
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There were no available-for-sale securities that were in a material unrealized loss position as of December 31, 2020 or June 30, 2020.
The following table summarizes the cost and estimated fair value of short-term fixed income securities classified as short-term investments based on
stated maturities as of December 31, 2020 (in thousands):
Amortized
Cost

Due within one year
Due between one and two years
Due between two and three years

$

$

Total

39,068
25,936
9,723
74,727

Estimated
Fair Value

$

$

39,438
26,472
9,829
75,739

Declines in fair value judged to be other-than-temporary on securities available for sale are included as a component of other income, net. In order to
determine whether a decline in value is other-than-temporary, we evaluate, among other factors: the duration and extent to which the fair value has been
less than the carrying value and our intent and ability to retain the investment for a period of time sufficient to allow for any anticipated recovery in fair
market value. As of December 31, 2020, we did not consider any of our short-term investments to be other-than-temporarily impaired.
4.

Fair value of financial instruments

We measure certain financial instruments at fair value on a recurring basis. We utilize a hierarchy, which consists of three levels, for disclosure of the
inputs used to determine the fair value of our financial instruments.
Level 1 valuations are based on quoted prices in active markets for identical assets or liabilities.
Level 2 valuations are based on inputs that are observable, either directly or indirectly, other than quoted prices included within Level 1. Such inputs
used in determining fair value for Level 2 valuations include quoted prices in active markets for similar assets or liabilities, quoted prices for identical or
similar assets or liabilities in markets that are not active, or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.
Level 3 valuations are based upon information that is unobservable and significant to the overall fair value measurement.
Where applicable, we use quoted prices in active markets for similar assets to determine fair value of Level 2 short-term investments. If quoted prices
in active markets for identical assets are not available to determine fair value, we use quoted prices for similar assets and liabilities or inputs that are
observable either directly or indirectly. If quoted prices for identical or similar assets are not available, we use third-party valuations utilizing underlying
assets assumptions.
All of our cash equivalents and short-term investments are classified within Level 1 or Level 2.
The fair values of these financial instruments measured on a recurring basis were determined using the following inputs at December 31, 2020 (in
thousands):
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Fair Value Measurements at December 31, 2020 Using
Quoted Prices
in Active
Significant
Markets for
Other
Significant
Identical
Observable
Unobservable
Assets
Inputs
Inputs
Total
(Level 1)
(Level 2)
(Level 3)

Description

Cash equivalents:
Money market mutual funds
Total cash equivalents

$
$

196
196

$
$

196
196

Short-term investments:
U.S. treasury securities
U.S. agency securities
Asset-backed securities
Municipal securities
Commercial paper
Corporate bonds
Total short-term investments
Warrant to purchase non-marketable equity investment units

$
$

—
—

$

1,550
3,214
16,829
8,139
1,250
44,757
75,739

$

1,099

$
$

—
—

$

1,550
—
—
—
—
—
1,550

$

—
3,214
16,829
8,139
1,250
44,757
74,189

$

—
—
—
—
—
—
—

$

—

$

—

$

1,099

The fair values of our financial instruments were determined using the following inputs at June 30, 2020 (in thousands):

Description

Total

Cash equivalents:
Money market mutual funds
Total cash equivalents
Short-term investments:
U.S. treasury securities
U.S. agency securities
Asset-backed securities
Municipal securities
Corporate bonds
Total short-term investments
Warrant to purchase non-marketable equity investment units

$

Fair Value Measurements at June 30, 2020 Using
Quoted Prices
in Active
Significant
Markets for
Other
Significant
Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

195
195

$

3,753
5,058
20,826
9,542
51,136
90,315

$

713

$

195
195

$

3,753
—
—
—
—
3,753

$

—

$

—
—

$

$

—
5,058
20,826
9,542
51,136
86,562

$

—
—
—
—
—
—

$

—

$

713

Accretion of net premium on short-term investments totaled $170,000 and $75,000 in the six months ended December 31, 2020 and 2019,
respectively.
There were no transfers between Level 1 and Level 2 financial instruments in the six months ended December 31, 2020 and 2019.
We did not have any financial liabilities measured at fair value on a recurring basis as of December 31, 2020 or June 30, 2020.
Non-marketable equity investments
Our non-marketable equity securities are investments in privately held companies without readily determinable market values.
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The carrying value of our non-marketable equity securities is measured at cost and adjusted to fair value for observable transactions for identical or
similar investments of the same issuer or impairment (referred to as the measurement alternative). All gains and losses on non-marketable equity securities,
realized and unrealized, are recognized in other income, net. Non-marketable equity securities that we remeasure are classified within Level 3 in the fair
value hierarchy because we estimate the value based on valuation methods using the observable transaction price at the transaction date and other
unobservable inputs including volatility, rights, and obligations of the securities we hold.
In September 2020, a company in which we held a $200,000 non-marketable equity investment was acquired in an all cash transaction, resulting in a
realized gain to us of $247,000.
In July 2020, we invested $2.5 million in exchange for Series A-3 redeemable convertible preferred shares representing a less than 20% equity
ownership interest in a privately held company.
In January 2020, we completed the sale of certain intellectual property and workforce associated with the OpenTerra Platform in exchange for
consideration that included a non-marketable equity interest in Grab Holdings, Inc. ordinary shares valued at $6.2 million. See Note 12.
Our net unrealized gains from non-marketable equity securities were zero and $62,000 in the six months ended December 31, 2020 and 2019,
respectively.
The carrying value of our non-marketable equity securities carried at cost and adjusted under the measurement alternative, none of which required
remeasurement to fair value, was $9.0 million and $6.7 million at December 31, 2020 and June 30, 2020, respectively.
Non-marketable equity investments accounted for under the equity method
In August 2019, we completed the disposition of our Ads Business in exchange for a non-marketable equity investment in inMarket Media, LLC, or
inMarket, valued at $15.6 million. See Note 11. In assessing the fair value of our investment in inMarket, we made assumptions regarding estimated future
cash flows, weighted average cost of capital and timing over which the cash flows will occur, amongst other factors.
An investment in a limited liability company such as inMarket that maintains a specific ownership account for each investor is deemed to be similar
to an investment in a limited partnership. Accordingly, because we hold more than a 3% to 5% ownership interest in inMarket, we are required to account
for our inMarket investment under the equity method of accounting and record our proportionate share of investee earnings each period.
In January 2020, we invested $4.0 million in exchange for Series B preferred units and a warrant to purchase additional preferred units in a privately
held limited liability company. The warrant expires on the earlier of (i) July 5, 2021, (ii) acceptance of a purchase offer from another entity, or (iii) an initial
public offering of the issuer’s common stock. The exercise price of the warrant is variable depending on the achievement of certain performance conditions
by the issuer.
The warrant meets the definition of a derivative financial instrument. Accordingly, we allocated the $4.0 million cost of the investment first to the fair
value of the warrant, with the residual allocated to the preferred units. The fair value of the warrant at issuance was determined to be $448,000, with the
remaining $3.6 million allocated to the preferred units. In assessing the fair value of the warrant within Level 3, we utilized a Black-Scholes option pricing
model incorporating assumptions regarding probability of achievement of performance conditions, underlying equity value, expected term and risk free
rate. The underlying equity used in the option pricing model was determined primarily based on revenue and earnings multiples for comparable companies,
amongst other factors. The warrant is accounted for separately and marked to market each reporting period, with any gain or loss reported in other income,
net in our condensed consolidated statement of operations. Similar to the inMarket investment, we account for the $3.6 million investment in preferred
units under the equity method of accounting because we hold more than a 3% to 5% ownership interest in the investee.
We recognized income of $1.3 million and $797,000 related to our proportionate share of investments accounted for under the equity method for the
three months ended December 31, 2020 and 2019, respectively, and $1.9 million and $797,000 for the six months ended December 31, 2020 and 2019,
respectively. The carrying value of our non-marketable equity investments accounted for under the equity method was $21.8 million and $20.0 million at
December 31, 2020 and June 30, 2020, respectively.
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The warrant mark-to-market adjustment at December 31, 2020 was a gain of $282,000. The carrying value of the warrant was $1.1 million and
$713,000 at December 31, 2020 and June 30, 2020, respectively.
Non-marketable debt investments
In fiscal 2020, we invested $1.5 million and in fiscal 2021 we invested an additional $1.0 million for a total of $2.5 million in the form of a
convertible note receivable in a privately held company. The note receivable matures on October 31, 2021 or upon request for payment by a majority of
note holders, or otherwise upon a change of control, qualified financing event or event of default involving the privately held company. The note converts
to preferred stock or common stock upon certain events as defined, including a qualified preferred stock financing round or a change in control of
ownership. Interest accrues annually at 6.5% and is due in full upon maturity.
In fiscal 2020, we invested $4.0 million and in July 2020 we invested an additional $3.0 million for a total of $7.0 million in the form of convertible
notes receivable in a privately held company. The notes receivable mature upon request for payment by a majority of note holders on or after August 23,
2021, or otherwise upon a change of control, qualified financing event or event of default involving the privately held company. The notes convert to
preferred stock or common stock upon certain events as defined, including a qualified preferred stock financing round or a change in control of ownership.
Interest accrues annually at 6% and is due in full upon maturity.
In fiscal 2020, we invested $417,000 and in July 2020 we invested an additional $90,000 for a total of $507,000 in the form of a convertible note
receivable in a privately held company, pursuant to which we agreed to loan up to a total of $710,000. The note receivable matures on March 24, 2021 and
is convertible into equity at our discretion. Interest accrues annually at 6% and is due in full upon maturity.
The convertible notes are classified as available for sale and are carried at fair value within Level 3. We believe that fair value currently approximates
original cost since there have been no significant changes in interest rates, liquidity or the business environment since the date of acquisition of these
investments. Any unrealized gains and losses will be reported, net of tax, as accumulated other comprehensive income (loss) and included as a separate
component of stockholders’ equity. Gains and losses are recognized when realized and reported in other income, net in our condensed consolidated
statement of operations. We did not have any unrealized or realized gains or losses in the three and six months ended December 31, 2020 and 2019. The
carrying value of our non-marketable debt investments was $10.0 million and $5.9 million at December 31, 2020 and June 30, 2020, respectively.
5.

Leases

We have entered into various non-cancelable office space and other operating leases with original lease periods expiring between 2021 and 2024.
These do not contain material variable rent payments, residual value guarantees, covenants or other restrictions.
Operating lease costs for the six months ended December 31, 2020 and 2019 were $1.7 million and $1.6 million, respectively. The weightedaverage remaining term of our operating leases was 2.5 years and the weighted-average discount rate used to measure the present value of the operating
lease liabilities was 5.0% as of December 31, 2020.
Maturities of our operating lease liabilities, which do not include short-term leases, as of December 31, 2020 were as follows (in thousands):
Fiscal Year

2021 remainder
2022
2023
2024
2025
Total lease payments
Less: imputed interest
Total operating lease liabilities

$

$
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1,749
3,982
3,418
895
—
10,044
(648)
9,396
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Cash payments included in the measurement of our operating lease liabilities were $1.6 million and $1.7 million for the six months
ended December 31, 2020 and 2019, respectively.
6.

Balance sheet information
Goodwill
Goodwill as of December 31, 2020 and June 30, 2020 was $14.3 million.

Intangible assets consisted of acquired developed technology, which was fully amortized as of December 31, 2020 and June 30, 2020. Amortization
expense related to intangibles was $218,000 and $436,000 for the three and six months ended December 31, 2019, respectively.
Other assets
Other assets consisted of the following (in thousands):
December 31,
2020

Deposits and other assets
Non-marketable equity investments
Warrant to purchase non-marketable equity investment units
Non-marketable equity investments accounted for under the equity method
Non-marketable debt investments
Total other assets

$

$

June 30,
2020

1,705
8,970
1,099
21,822
10,045
43,641

$

$

1,225
6,670
713
20,027
5,917
34,552

Accrued expenses
Accrued expenses consisted of the following (in thousands):
December 31,
2020

Accrued compensation and benefits
Accrued royalties
Customer overpayments and related reserves
Other accrued expenses
Total accrued expenses
7.

$

$

June 30,
2020

11,549
8,162
2,645
8,420
30,776

$

$

15,117
9,701
2,666
8,726
36,210

Deferred revenue and remaining performance obligations
Deferred revenue

Deferred revenue, which is a contract liability, consists primarily of payments received in advance of revenue recognition under our contracts with
customers and is recognized upon transfer of control. Changes in the balance of total deferred revenue (current and non-current) during the six months
ended December 31, 2020 were as follows (in thousands):
Beginning balance, June 30, 2020
Revenue recognized that was included in beginning balance
Amount billed, net of revenue recognized that was not included in beginning balance

$

Ending balance, December 31, 2020

$

138,943
(36,243)
25,298
127,998

The cumulative adjustment as a result of changes in the estimate of the transaction price of customer contracts during the three and six months ended
December 31, 2020 was a net increase in revenue recognized of $202,000 and $498,000, respectively. In addition, the amount of revenue recognized in the
three and six months ended December 31, 2020 from performance obligations satisfied or partially satisfied in previous periods was $207,000 and
$498,000, respectively.
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Remaining performance obligations
Transaction price allocated to the remaining performance obligations represents contracted revenue that has not yet been recognized, which includes
deferred revenue and amounts that are expected to be invoiced and recognized as revenue in future periods. As of December 31, 2020, the aggregate
amount of the transaction price allocated to remaining performance obligations was $54.6 million, which is expected to be recognized over a remaining
period of approximately 1.0 to 6.0 years. This amount excludes the variable consideration that falls under the exemption for usage-based royalties promised
in exchange for a license of intellectual property.
8.

Commitments and contingencies

Guarantees and indemnifications
Our agreements with our customers generally include certain provisions for indemnifying them against liabilities if our products and services infringe
a third party’s intellectual property rights or for other specified matters. We have in the past received, and expect to continue to receive, indemnification
requests or notices of their intent to seek indemnification in the future from our customers with respect to specific litigation claims in which our customers
have been named as defendants. We have in the past offered to contribute to settlement amounts and incurred legal fees in connection with certain of these
indemnity demands. Furthermore, in response to these demands, we may be required to assume control of and bear all costs associated with the defense of
our customers in compliance with our contractual commitments. The maximum amount of potential future indemnification is unlimited.
We have agreed to indemnify our directors, officers and certain other employees for certain events or occurrences, subject to certain limits, while such
persons are or were serving at our request in such capacity, including with respect to claims asserted against them in connection with the Merger. We may
terminate the indemnification agreements with these persons upon the termination of their services with us, but termination will not affect claims for
indemnification related to events occurring prior to the effective date of termination. The maximum amount of potential future indemnification is unlimited.
We have a directors’ and officers’ insurance policy that limits our potential exposure. We believe that any financial exposure related to these
indemnification agreements is not material.
Other contractual commitments
As of December 31, 2020, we had $6.3 million of future minimum non-cancelable financial commitments primarily related to license fees due to
certain of our third-party content providers, regardless of usage level. These commitments are primarily due within five years.
Contingencies
From time to time, we may become involved in legal proceedings, claims and litigation arising in the ordinary course of business. When we believe a
loss or a cost of indemnification is probable and which we can reasonably estimate, we accrue our estimate of the loss or cost of indemnification in our
condensed consolidated financial statements. Where we cannot determine the outcome of these matters, we do not make a provision in our financial
statements until the loss or cost of indemnification, if any, is probable and can be reasonably estimated or the outcome becomes known. We expense legal
fees related to these matters as they are incurred.
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On November 6, 2020, a stockholder complaint was filed in the Court of Chancery of the State of Delaware state court related to the Merger
Agreement: George P. Assad, Jr. v. Telenav, Inc., et al., C.A. No. 2020-0950-JTL (Del. Ch.) (filed Nov. 6, 2020) (the “Delaware Action” and such
complaint filed in the Delaware Action, the “Delaware Complaint”). The Delaware Complaint was brought by a putative stockholder against Telenav and
members of the Telenav Board of Directors and the special committee of Telenav’s Board of Directors, consisting entirely of independent and disinterested
directors (the “Special Committee”), and it asserted one count for violation of Section 203 of the Delaware General Corporation Law (“Section 203”).
Specifically, the Delaware Complaint alleged that Dr. Jin and/or his affiliated entities reached an “agreement, arrangement or understanding,” as those
terms are defined in Section 203, with Samuel Chen and/or his affiliates, prior to Special Committee and Board approval of the Merger, that shares owned
by Mr. Chen and/or his affiliates would be voted in favor of the Merger and, therefore, triggered Section 203’s requirement that at least 66 and two-thirds
percent of the outstanding stock unaffiliated with Dr. Jin and Mr. Chen vote in favor of the Merger. The Delaware Complaint sought, among other things,
an order enjoining the stockholder vote on the Merger. Telenav disputed the Delaware Complaint’s allegations, including the allegation that Dr. Jin and Mr.
Chen entered into any “agreement, arrangement, or understanding” with respect to the Merger prior to the Telenav Board of Directors’ approval of the
Merger and/or prior to the Board of Directors’ approval of any such “agreement, arrangement, or understanding.” Notwithstanding that, as of the date of
this filing, in order to moot the claims asserted in the Delaware Complaint to avoid more costly litigation and delays, Telenav has made it a requirement
that the Merger will be conditioned on the affirmative vote of the holders of (i) at least 66 and two-thirds percent of the outstanding shares of common
stock not beneficially owned by V99, Merger Sub, H.P. Jin, Samuel Chen, Fiona Chang, Yi-Ting Chen, Yi-Chun Chen, Changbin Wang and Digital Mobile
Venture Limited, and any affiliate of the foregoing or trust in which any of the foregoing are a beneficiary (collectively, the “Purchaser Group”), which
approval will also serve as a waiver of certain limitations set forth in Section 203 of the DGCL, and (ii) at least a majority of the outstanding shares of
common stock, as described in the section of Telenav’s proxy statement in connection with the proposed Merger (the “Proxy Statement”) captioned “The
Special Meeting of Telenav’s Stockholders—Votes Required,” and have entered into and filed with the Delaware Court of Chancery a stipulation
memorializing that agreement for the purpose of mooting the Delaware Action. As a result of this action, the plaintiff in the Delaware Action agreed to
voluntarily dismiss the Delaware Action and accordingly filed a notice of dismissal on December 23, 2020. The Court of Chancery entered the notice of
dismissal as an order on December 30, 2020, thereby dismissing the Delaware Action without prejudice and retaining jurisdiction to consider any
application for an award of attorney’s fees and expenses in connection with the plaintiff’s counsel’s prosecution of the Delaware Action.
As of the date of this filing, Telenav is aware of four other complaints filed in federal district court related to the Merger: Stein v. Telenav, Inc. et al.,
Case 5:20-cv-09314-SVK (N.D. Cal.) (filed Dec. 23, 2020) (the “Stein Complaint”), Dang v. Telenav, Inc. et al., Case 1:20-cv-11116 (S.D.N.Y) (filed Dec.
31, 2020) (the “Dang Complaint”), Secor v. Telenav, Inc. et al., Case 1:21-cv-00083 (S.D.N.Y.) (filed Jan. 5, 2021) (the “Secor Complaint”), and Essemann
v. Telenav, Inc. et al., Case 1:21-cv-00103 (S.D.N.Y.) (filed Jan. 6, 2021) (the “Essemann Complaint”), Madell v. Telenav, Inc. et al., Case 1:21-cv-00106
(E.D.N.Y.) (filed Jan. 8, 2021) (the “Madell Complaint”), and Ryan v. Telenav, Inc. et al., Case 5:21-cv-00506 (N.D. Cal.) (filed Jan. 21, 2021) (the “Ryan
Complaint” and, together with the Stein Complaint, the Dang Complaint, and the Secor Complaint, the Essemann Complaint and the Madell Complaint, the
“Federal Complaints”). Each of the Federal Complaints was filed on behalf of a purported Telenav stockholder, and the complaints contain similar
allegations. Each of the Federal Complaints alleges that the Proxy Statement is materially false and misleading in violation of Sections 14(a) and 20(a) of
the Securities Exchange Act of 1934. Each of the Federal Complaints alleges that the Proxy Statement’s disclosures related to B. Riley’s fairness opinion
are inadequate because the Proxy Statement fails to disclose certain inputs into the analyses underlying that fairness opinion. The Secor, Essemann, Madell,
and Ryan Complaints further allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose certain details about
B. Riley’s compensation and the extent to which B. Riley performed past services for the counterparties to the Merger.
The Stein, Dang, Secor, Madell, and Ryan Complaints also allege that the Proxy Statement’s disclosures related to Telenav’s Fiscal 2021 Plan and its
Long Term Financial Model (the “Projections”) are inadequate because the Proxy Statement fails to provide the value of certain line items used to calculate
various non-GAAP financial measures included in the Projections. The Stein, Dang, and Madell Complaints further allege that the Proxy Statement lacks
disclosures reconciling those non-GAAP financial measures to the most comparable GAAP measures.
The Secor, Madell, and Ryan Complaints also allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to
disclose the “Maintenance Projections” Telenav’s management provided to B. Riley in connection with its financial analysis.
The Secor and Madell Complaints also allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose the
specific nature of discussions during the merger process about the need to update Telenav’s long-
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term financial forecast, and also fails to disclose whether Telenav entered into any new non-disclosure or confidentiality agreements with third parties
during the go-shop period.
The Essemann Complaint also alleges that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose cash flow
projections and instead discloses only “Adjusted EBITDA” projections.
With respect to the Delaware Action, we have accrued an immaterial amount representing the estimated probable loss at which we believe would be a
reasonable basis to settle the Delaware Action. We currently cannot form an estimate of the range of loss in excess of our amount already accrued.
Each of the Federal Complaints seeks, among other things, an order enjoining the Merger’s consummation unless Telenav makes additional
disclosures that remedy the alleged omissions described above. We believe all of the Federal Complaints are baseless. While we believe that we have
meritorious defenses against the Federal Complaints, we believe that it is reasonably possible that we will incur a loss; however, we cannot currently
estimate a range of any possible losses we may experience in connection with the Federal Complaints.
While we currently believe that the ultimate outcome of these proceedings, individually and in the aggregate, will not materially harm our financial
position, cash flows or overall trends in results of operations, legal proceedings are subject to inherent uncertainties and unfavorable rulings could occur
and will at least cause Telenav to incur additional legal fees and potential settlement costs. Unfavorable outcomes or settlements we may enter into could
have a material adverse impact on our business, financial position, cash flows or overall trends in results of our operations.
9.

Stock-based compensation

Under our 2019 Equity Incentive Plan, or the 2019 Plan, (and historically under our 2009 Equity Incentive Plan, which terminated as to new awards
in October 2019), eligible employees, directors and consultants are able to participate in our future performance through awards of nonqualified stock
options, incentive stock options and restricted stock units as authorized by our board of directors.
A summary of our stock option activity is as follows (in thousands except per share and contractual life amounts):
Weighted
Average
Exercise
Price

Number of
Shares

Weighted
Average
Remaining
Contractual
Life
(years)

Aggregate
Intrinsic
Value

Options outstanding as of June 30, 2020
Granted
Exercised
Canceled or expired
Options outstanding as of December 31, 2020

1,638 $
—
(14)
(42)
1,582 $

6.55
—
4.92
6.61
6.56

4.73 $

—

As of December 31, 2020:
Options vested and expected to vest

1,573

$

6.57

4.70 $

—

1,466

$

6.67

4.46 $

—

Options exercisable
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A summary of our restricted stock unit, or RSU, activity is as follows (in thousands except contractual life amounts):

Number of
Shares

RSUs outstanding as of June 30, 2020
Granted
Vested
Canceled
RSUs outstanding as of December 31, 2020
As of December 31, 2020:
RSUs expected to vest

Weighted
Average
Remaining
Contractual
Life
(years)

Aggregate
Intrinsic
Value

2,476
1,399
(881)
(227)
2,767

1.44 $

13,006

2,444

1.39 $

11,485

Performance-based RSUs
In September 2020, the Compensation Committee of our Board of Directors (the “Compensation Committee”) approved the grant under our 2019
Plan of performance-based RSUs covering a target of 195,000 shares of common stock under individual grants to certain of our executive officers, which
we refer to as the 2021 PSU Awards. The 2021 PSU Awards are subject to four performance milestones, each requiring achievement of a specified trailing
average closing stock price for a 30-trading day period on or before the four-year anniversary of the 2021 PSU Awards’ grant date. In the event our Board
of Directors approves entering a transaction which, if consummated, would constitute a “change in control” of the Company as defined in the 2019 Plan,
the performance milestones are increased with respect to shares not already eligible to vest under the 2021 PSU Awards, and the performance period is
extended to the five-year anniversary of the 2021 PSU Awards’ grant date. Achieving each individual stock price performance milestone will result in one
quarter of the shares subject to the 2021 PSU Awards becoming eligible to vest. If a stock price performance milestone is achieved, then the shares that
became eligible to vest will vest in four equal quarterly installments as of the ensuing March 1, June 1, September 1 and December 1 following the date of
certification of the date the performance milestone was achieved, in each case subject to the respective executive’s continued service with the Company
through the applicable vesting date. Vesting under the 2021 PSU Awards may be accelerated under certain conditions involving a change in control of our
Company, including as provided under respective change in control agreements entered between us and the executive. The maximum number of shares
subject to the 2021 PSU Awards that may vest is 195,000. No shares had vested as of December 31, 2020 under the 2021 PSU Awards.
In February 2020, the Compensation Committee approved the grant under our 2019 Plan of performance-based RSUs covering a target of 500,000
shares of common stock under individual grants to certain of our executive officers, which we refer to as the 2020 PSU Awards. The 2020 PSU Awards are
subject to four performance milestones, each requiring achievement of a specified trailing average closing stock price for a 30-trading day period on or
before the three-year anniversary of the 2020 PSU Awards’ grant date. In the event our Board of Directors approves entering a transaction which, if
consummated, would constitute a “change in control” of the Company as defined in the 2019 Plan, the performance milestones are increased with respect
to shares not already eligible to vest under the 2020 PSU Award, and the performance period is extended to the four-year anniversary of the 2020 PSU
Awards’ grant date. Achieving each individual stock price performance milestone will result in one quarter of the shares subject to the 2020 PSU Award
becoming eligible to vest. If a stock price performance milestone is achieved, then the shares that became eligible to vest will vest in four equal quarterly
installments as of the ensuing March 10, June 10, September 10 and December 10 following the date of certification of the date the performance milestone
was achieved, in each case subject to the respective executive’s continued service with the Company through the applicable vesting date. Vesting under the
2020 PSU Award may be accelerated under certain conditions involving a change in control of our Company, including as provided under respective
change in control agreements entered between us and the executive. The maximum number of shares subject to the 2020 PSU Award that may vest is
500,000. No shares had vested as of December 31, 2020 under the 2020 PSU Awards.
In September 2019, the Compensation Committee approved the grant under our 2009 Equity Incentive Plan of performance-based RSUs covering a
target of 560,000 shares of common stock under individual grants to several of our executive officers, which we refer to as the 2019 PSU Awards. The
2019 PSU Awards are subject to four performance milestones, each requiring achievement of a specified trailing average closing stock price for a 30
trading day period on or before the three-year anniversary of the 2019 PSU Awards’ grant date. Achieving each individual stock price performance

19

Table of Contents

TELENAV, INC.
Notes to Condensed Consolidated Financial Statements—(Continued)
(unaudited)

milestone will result in one quarter of the shares subject to the 2019 PSU Award becoming eligible to vest. If a stock price performance milestone is
achieved, then one half of the shares that became eligible to vest under the 2019 PSU Award upon achievement of that stock price performance milestone
will vest on the later of November 1, 2020, or the date that the Compensation Committee certifies achievement of the milestone, and the remaining one half
of the shares that became eligible to vest will vest on the one-year anniversary of the date the performance milestone was achieved, in each case subject to
the respective executive’s continued service with the Company through the applicable vesting date. The 2019 PSU Award milestones are subject to change
upon a change in control, as defined in the agreement. The maximum number of shares subject to the 2019 PSU Award that may vest is 560,000. No shares
had vested as of December 31, 2020 under the 2019 PSU Awards.
In October 2018, the Compensation Committee approved the grant under our 2009 Equity Incentive Plan of performance-based RSUs covering a
target of 240,000 shares of common stock to Dr. HP Jin, our CEO, which we refer to as the CEO PSU Award. The CEO PSU Award is subject to four
performance milestones, each requiring achievement of a specified trailing average closing stock price for a 30 trading day period on or before the threeyear anniversary of the CEO PSU Award’s grant date. Achieving each individual stock price performance milestone will result in one quarter of the shares
subject to the CEO PSU Award becoming eligible to vest. If a stock price performance milestone is achieved, then one half of the shares that became
eligible to vest under the CEO PSU Award upon achievement of that stock price performance milestone will vest on the later of November 1, 2019, or the
date that the Compensation Committee certifies achievement of the milestone, and the remaining one half of the shares that became eligible to vest will
vest on the one-year anniversary of the date the performance milestone was achieved, in each case subject to Dr. Jin’s continued service with the Company
through the applicable vesting date. The CEO PSU Award milestones are subject to change upon a change in control, as defined in the agreement. The
maximum number of shares subject to the CEO PSU Award that may vest is 240,000. No shares had vested as of December 31, 2020 under the CEO PSU
Award.
Since achievement of the awards is dependent on a market condition, stock-based compensation expense associated with these awards is recognized
regardless of whether the market condition is satisfied, provided that the requisite service period has been met. We utilized the Monte Carlo valuation
method to determine the fair value and derived service periods of each of the stock price performance milestones. Total stock-based compensation expense
associated with all PSU Awards, included in the stock-based compensation expense table below, was $0.7 million and $1.8 million for the three and six
months ended December 31, 2020, respectively, and was not material for the three and six months ended December 31, 2019.
As of December 31, 2020, no performance-based RSU awards had been earned or canceled, and 1,495,000 shares subject to performance-based RSU
awards remained outstanding.
Shares available for grant
In November 2019, our stockholders approved the 2019 Plan, pursuant to which 5,700,000 shares were initially reserved for future grants and up to
an additional 5,800,000 shares are reserved to the extent shares subject to grants under the previous 2009 Equity Incentive Plan, or 2009 Plan, were
outstanding as of November 20, 2019 but later expire or otherwise terminate without having been exercised in full (in which case the shares subject to such
grants will be returned to the 2019 Plan and available for future issuance). The 2019 Plan became effective on November 20, 2019 and will automatically
terminate 10 years from its date of adoption by our Board of Directors. A summary of our shares available for grant activity is as follows (in thousands):
Number of
Shares

Shares available for grant as of June 30, 2020
Shares added from 5,800,000 reserved share pool available(1)
Granted
RSUs withheld for taxes in net share settlements
Canceled or expired

5,280
218
(1,593)
54
50
4,009

Shares available for grant as of December 31, 2020
(1)

Additional shares are available up to a maximum of 5,800,000 shares only to the extent shares subject to grants under the 2009 Plan were outstanding as of November 20, 2019 but later
expire or otherwise terminate without having been exercised in full.

Employee Stock Purchase Plan
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In November 2019, the Company’s stockholders approved the 2019 Employee Stock Purchase Plan, or ESPP, which became effective on November
20, 2019. A total of 2,500,000 shares were authorized for issuance to participating employees upon adoption of the ESPP. The ESPP provides for 12-month
offering periods beginning March 1 and September 1 of each year, and each offering period will consist of two six-month purchase periods. The initial
offering period commenced on March 1, 2020 and will end on March 1, 2021. On each purchase date, eligible employees will purchase the shares at a price
per share equal to 85% of the lesser of (i) the fair market value of our stock on the enrollment date of the offering period or (ii) the fair market value of our
stock on the exercise date.
During the six months ended December 31, 2020, the Company’s employees purchased 304,964 shares of its common stock under the ESPP. The
shares were purchased at a weighted-average purchase price of $3.94 per share, with total proceeds to the Company of $1.2 million.
As of December 31, 2020, there was $1.2 million of unrecognized stock-based compensation expense related to the ESPP that is expected to be
recognized over an average vesting period of 0.39 years.
Stock-based compensation expense
The following table summarizes the stock-based compensation expense for continuing operations recorded for stock options, RSUs, including
performance-based RSUs, and ESPP purchase rights (in thousands):
Three Months Ended
December 31,
2020
2019

Stock option awards
RSU awards
ESPP
Total stock-based compensation expense

$

$

48
2,178
414
2,640

$

$

226
1,252
—
1,478

Six Months Ended
December 31,
2020
2019

$

$

156
4,529
812
5,497

$

$

534
2,696
—
3,230

We use valuation pricing models to determine the fair value of stock-based awards. The determination of the fair value of stock-based payment
awards on the date of grant is affected by the stock price as well as assumptions regarding a number of complex and subjective variables. These variables
include expected stock price volatility over the term of the awards, actual and projected employee stock option exercise behaviors, risk-free interest rates
and expected dividends.
No stock option awards were granted during the three and six months ended December 31, 2020.
The weighted average assumptions used to value ESPP purchase rights during the initial offering period beginning March 1, 2020 and subsequent
offering period beginning September 1, 2020 were as follows:
Expected volatility
Expected term (in years)
Risk-free interest rate
Dividend yield

88 %
0.65
0.38 %
—%

21

Table of Contents

TELENAV, INC.
Notes to Condensed Consolidated Financial Statements—(Continued)
(unaudited)

10. Income taxes
For interim reporting purposes, we calculate an annual estimated tax rate and apply that rate to actual results to estimate our taxes. In cases when we
cannot reliably estimate an annual estimated tax rate, actual tax expense or the “cutoff method” is utilized as the estimate.
The effective tax rate for the periods presented is the result of the mix of forecasted fiscal year income earned or loss incurred in various tax
jurisdictions that apply a broad range of income tax rates. Our provision (benefit) for income taxes for continuing operations was $(53,000) in the six
months ended December 31, 2020 compared to $616,000 in the six months ended December 31, 2019 and was comprised primarily of foreign withholding
taxes and income taxes and tax benefits in foreign jurisdictions. Our effective tax provision rate of 2% of income from continuing operations for the six
months ended December 31, 2020 was less than the tax amount computed at the U.S. federal statutory income tax rate due primarily to the release of the
valuation allowance. Our effective tax provision rate of 4% of income from continuing operations for the six months ended December 31, 2019 was greater
than the tax amount computed at the U.S. federal statutory income tax rate due primarily to the application of the cutoff method to compute US taxes.
We record liabilities related to unrecognized tax benefits in accordance with authoritative guidance on accounting for uncertain tax positions. As of
December 31, 2020 and June 30, 2020, our cumulative unrecognized tax benefits were $5.7 million and $5.4 million, respectively. Included in the balance
of unrecognized tax benefits at December 31, 2020 and June 30, 2020 was $100,000 that if recognized would affect the effective tax rate.
We recognize interest and penalties related to unrecognized tax benefits as part of our provision for federal, state and foreign income taxes. We
accrued zero for the payment of interest and penalties at December 31, 2020 and June 30, 2020.
We file income tax returns with the Internal Revenue Service, or IRS, California and various states and foreign tax jurisdictions in which we have
filing obligations. The statute of limitations remains open from fiscal 2017 for federal tax purposes, from fiscal 2016 in state jurisdictions and from fiscal
2015 in foreign jurisdictions. Fiscal years outside the normal statute of limitation remain open to audit by tax authorities due to tax attributes generated in
those early years which have been carried forward and may be audited in subsequent years when utilized.
Due to operating losses in previous years and continued earnings volatility, we maintain a valuation allowance on the majority of our deferred tax
assets. Our valuation allowance at June 30, 2020 was $46.8 million. In evaluating our ability to recover our deferred tax assets each quarter, we consider all
available positive and negative evidence, including current and previous operating results, ability to carryback losses for a tax refund, and forecasts of
future operating results.
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act, or CARES Act, was enacted in response to the COVID-19 pandemic.
The CARES Act, among other things, permits net operating loss (NOL) carryovers and carrybacks to offset 100% of taxable income for taxable years
beginning before 2021. In addition, the CARES Act allows NOLs incurred in 2018, 2019, and 2020 to be carried back to each of the five preceding taxable
years to generate a refund of previously paid income taxes. Due to the Company’s history of losses and previous carrybacks, we will not receive any tax
benefit from the NOL carryback provisions of the CARES Act.
11. Sale of Ads Business
On August 16, 2019, we completed the disposition of our Ads Business to inMarket, which we refer to as the inMarket Transaction. In consideration,
inMarket issued to us limited liability company units of inMarket representing a 14.5%-member interest in inMarket at the time of the closing of the
inMarket Transaction. We also received a perpetual, non-exclusive, irrevocable, royalty-free license under software and other intellectual property rights
being assigned to inMarket as part of the inMarket Transaction, as set forth in the Asset Purchase Agreement, dated August 8, 2019, by and among us,
Thinknear, Inc., our wholly owned subsidiary, and inMarket, as amended. Pursuant to the terms of a Transition Services Agreement, we also agreed to
provide inMarket with transition services for a period of time generally not to exceed eight months following the closing of the inMarket Transaction.
The historical financial results attributable to the Ads Business are presented as discontinued operations in our condensed consolidated statements of
operations for all periods presented. A reconciliation of the major line items comprising loss from operations of the Ads Business included as part of
discontinued operations to the amount presented separately in our condensed consolidated statement of operations for the six months ended December 31,
2019 is presented in the following table:
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Three Months
Ended December
31, 2019

Revenue - services
Cost of revenue - services
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Provision for (benefit from) income taxes

$

Income from operations of Ads Business

$

—
—
—
—
—
—
—
—
—

Six Months Ended
December 31, 2019

$

$

3,614
1,335
2,279
697
750
—
1,447
—
832

Our 14.5%-member interest in inMarket was valued at $15.6 million at the closing of the inMarket Transaction and is recorded in other assets on our
condensed consolidated balance sheet at December 31, 2020 and June 30, 2020. See Note 4. Our loss from the sale of the Ads Business of $4.9 million
included $1.9 million comprising severance for Ads Business employees who were not offered employment with inMarket and acceleration of stock-based
awards vesting for certain Ads Business executives who were not offered employment with inMarket, and $363,000 comprising legal fees and third-party
consulting fees associated with the inMarket Transaction.
12. Sale of intellectual property and workforce
In August 2019, we entered into certain agreements with affiliates of Grab, including: (i) a services agreement pursuant to which we agreed to provide
certain services to Grab through certain of our employees designated to work on our OpenTerra Platform; (ii) a license agreement pursuant to which we
granted to Grab a perpetual license to certain intellectual property associated with the OpenTerra Platform; and (iii) an asset purchase agreement pursuant
to which we sold certain intellectual property associated with the OpenTerra Platform to Grab and facilitated offers for employment or consulting
arrangements by Grab of certain of our OpenTerra employees.
In January 2020, Grab completed the acquisition of assets pursuant to which we sold certain intellectual property associated with the OpenTerra
Platform to Grab and facilitated the making of offers for employment or consulting arrangements by Grab to certain of our OpenTerra employees in
exchange for a non-marketable equity interest in Grab Holdings, Inc. ordinary shares. We also received a perpetual, royalty-free license under the
OpenTerra intellectual property rights assigned to Grab. Grab’s acquired workforce consisted of 59 of our employees.
We recorded a $6.2 million non-marketable equity investment in Grab Holdings, Inc. (see Note 4) and an $800,000 capitalized software asset
representing the perpetual license received, and we recognized an immaterial gain on the sale. The non-marketable equity investment and capitalized
software are recorded in Other assets and Property and equipment net, respectively, on our condensed consolidated balance sheet.
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13. Agreement and Plan of Merger
We are party to the Merger Agreement with V99 and Merger Sub, providing for, subject to the satisfaction or waiver of specified conditions, the
acquisition of Telenav by V99. If the Merger contemplated by the Merger Agreement is completed, the holders of common stock will receive $4.80 in cash,
without interest and less applicable withholding tax (the “Merger Consideration”), for each share of common stock that they own immediately prior to the
time the Merger becomes effective (the “Effective Time”), other than shares (i) held in the treasury of Telenav or (ii) held by holders who shall neither have
voted in favor of the Merger nor consented thereto in writing, and who shall have properly and validly perfected, and not withdrawn or lost, their statutory
rights of appraisal under Section 262 of the Delaware General Corporation Law immediately prior to the Effective Time. The Merger Agreement also
provides for the cancellation of out-of-the-money options; the conversion of in-the-money options to the right to receive the Merger Consideration less the
applicable exercise price and withholding taxes; the conversion of unvested restricted stock units into the right to receive the Merger Consideration less
applicable withholding taxes; and the cash out of vested restricted stock units for the Merger Consideration less applicable withholding taxes.
On February 16, 2021, we are holding a special meeting of Telenav stockholders at 10:00 a.m. (the “Special Meeting”) to consider and vote on certain
proposals, including a proposal to adopt and approve the Merger Agreement. Upon receipt of the required stockholder approvals, the Merger will be
consummated.
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Item 2.
Management’s Discussion and Analysis of Financial Condition and Results of Operations.
You should read the following discussion and analysis together with our condensed consolidated financial statements and the notes to those
statements included elsewhere in this Form 10-Q. This Form 10-Q contains forward-looking statements that we based on our beliefs and assumptions and
on information currently available to us. The forward-looking statements are contained principally in the sections entitled “Risk Factors” and this
Management’s Discussion and Analysis of Financial Condition and Results of Operations. Forward-looking statements include information concerning our
possible or assumed future results of operations, accounting for and future sources of revenue, expectations regarding expenses, business strategies,
financing plans, competitive position, industry environment, potential growth opportunities, retention and expansion of existing customer relationships and
the effects of competition and the transaction we discuss below regarding the proposed acquisition of Telenav, Inc. Forward-looking statements include
statements that are not historical facts and can be identified by terms such as “anticipates,” “believes,” “could,” “seeks,” “estimates,” “expects,”
“intends,” “may,” “plans,” “potential,” “predicts,” “projects,” “should,” “will,” “would” or similar expressions and the negatives of those terms.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or
achievements to be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements. We
discuss these risks in greater detail in “Risk Factors” and elsewhere in this Form 10-Q. Given these uncertainties, you should not place undue reliance on
these forward-looking statements.
Forward-looking statements represent our beliefs and assumptions only as of the date of this Form 10-Q. Except as required by law, we assume no
obligation to update these forward-looking statements, or to update the reasons actual results could differ materially from those anticipated in these
forward-looking statements, even if new information becomes available in the future. You should read this Form 10-Q completely and with the
understanding that our actual future results may be materially different from what we expect.
Investors and others should note that we announce material financial information to our investors using our investor relations website
(http://investor.telenav.com), SEC filings, press releases, public conference calls and webcasts. We use these channels to communicate with our investors
and the public about our company, our products and services and other issues. It is possible that the information we post on our investor relations website
could be deemed to be material information. Therefore, we encourage investors, the media, and others interested in our company to review the information
we post on our investor relations website.
In this Form 10-Q, “we,” “us,” “our,” the “Company” and “Telenav” refer to Telenav, Inc. and its subsidiaries. We operate on a fiscal year ending
June 30 and refer to the fiscal year ended June 30, 2020 as “fiscal 2020” and the fiscal year ending June 30, 2021 as “fiscal 2021.”
Overview
Telenav is a leading provider of automotive software and services providing both in-vehicle and cloud-based solutions. Over the past twenty years our
focus has been on navigation and location-based services, or LBS, where we pioneered many innovations including the market’s first mobile cloud-based
navigation service. As a leader in hybrid navigation, Telenav counts among its customers three of the top five automobile manufacturers, or OEMs, by
revenue and sales — Ford, GM and Toyota. Navigation and LBS are the primary applications for in-vehicle infotainment, or IVI, systems and we are using
our strengths and core competencies to address the growing demand for overall connected-car services.
In addition to navigation and LBS, our connected-car platform, VIVID, enables us to deliver IVI software solutions and services that are growing in
importance as consumers increasingly include digital technologies as a factor in their automobile purchase decision. OEMs are also looking to software and
connected-car services to build alternative and recurring revenue models beyond the sale of the vehicle. We believe VIVID will provide OEMs a platform
and a set of IVI applications to deliver an integrated and brand-specific, cloud-connected digital experience to their customers in a fast and cost-efficient
manner.
Our VIVID Nav application delivers hybrid navigation, which can provide in-vehicle navigation that is cloud connected for real-time traffic and upto-date destinations search, but which can also function when not cloud connected, such as when driving in areas with bad cell coverage.
We offer five variations of our VIVID Infotainment and navigation software products and services to our OEM and tier-one automobile supplier
customers, or tier ones, for distribution with their vehicles and systems. First, we offer on-board navigation systems that are built into vehicles with all key
elements of the system residing in the vehicle as a self-contained application along with the related software and content. Our on-board navigation products
do not require access to the Internet or wireless networks to function. However, they can utilize satellite or radio transmission to provide, for example, realtime
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traffic information. Second, we offer advanced navigation solutions that contain on-board functionality and also add cloud functionality, such as cloud
search, cloud routing, map updates and “live” data. We refer to these solutions as hybrid navigation. Third, we offer mobile phone-based navigation
solutions that project interactive map and navigation instructions to the vehicle's video screen and audio system, which we refer to as brought-in navigation.
Fourth, we offer a VIVID Nav Software Development Kit, or SDK, that enables our customers to add mapping and location capabilities to their cloud,
mobile and on-board automotive applications. Finally, we offer VIVID Infotainment, our connected-car infotainment system that has navigation,
commerce, voice, media, car controls and phone integration, which can be delivered as a turnkey solution or as an SDK.
We generate product revenue from the delivery of customized software and royalties from the distribution of this customized software in certain
automotive navigation applications, map updates to the software and customized software development. For example, Ford currently utilizes our on-board
automotive navigation product in its Ford SYNC® platform and pays us a royalty fee on SYNC 3 on-board solutions as our software is installed in the
vehicle. Ford also pays us for periodic map updates. We also derive product revenue from GM's on-board navigation solutions and the on-board component
of its hybrid navigation solutions. For its hybrid navigation solutions, GM pays us a product royalty fee as the SD card is shipped for installation in
vehicles. This royalty includes a fee for the initial connected service to be provided once the vehicle is sold.
We generate services revenue primarily from brought-in automotive navigation solutions and the cloud functionality included in our hybrid
automotive solutions. For example, we earn a fee for each new vehicle owner who downloads and activates the associated mobile application featuring
GM's branded mobile and web-based applications, whereby we provide enhanced search capabilities for contracted service periods. We also earn a fee for
each new Toyota and Lexus vehicle sold and enabled to connect with our Scout GPS Link mobile application, similarly provided over a contracted service
period. For its hybrid navigation solutions, GM will pay us an additional service fee for connected solution subscriptions for each end user that elects to
renew the OnStar Connected Navigation or Connected Navigation subscription with GM.
Through August 2019, we also generated revenue from advertising network services through the delivery of advertising impressions based on the
specific terms of the advertising contract. In August 2019, we sold the Ads Business to inMarket Media, LLC, which we refer to as inMarket (see Note 11
to our condensed consolidated financial statements). For the three and six months ended December 31, 2020 and for all prior comparative periods, we
reported the operating results of the Ads Business and the loss on its sale as discontinued operations in our condensed consolidated financial statements.
We reported revenue, cost of revenue and gross profit results in three business segments through June 30, 2019: automotive, advertising and mobile
navigation. Commencing July 1, 2019, we operate in a single segment, automotive. Our CEO, who is the chief operating decision maker, does not review
mobile navigation results, which represented less than 5% of both total revenue, and cost of revenue. As a result, we combine the mobile navigation
services business with the automotive business in a single segment.
For a discussion of trends, uncertainties and other factors that could impact our business, financial condition and operating results, see the section
entitled "Risk Factors" in Part II, Item 1A, which is incorporated herein by reference.
Recent Developments
On November 2, 2020, Telenav entered into an Agreement and Plan of Merger (as amended on December 17, 2020, and as it may be further amended,
supplemented or otherwise modified in accordance with its terms, the “Merger Agreement”) with V99, Inc., a Delaware corporation led by H.P. Jin, CoFounder, Chair of the Board of Directors, President and Chief Executive Officer of Telenav (“V99”), and Telenav99, Inc., a newly formed Delaware
corporation and a wholly owned subsidiary of V99 (“Merger Sub”), providing for, subject to the satisfaction or waiver of specified conditions in the Merger
Agreement, the acquisition of Telenav by V99. Subject to the terms and conditions of the Merger Agreement, Merger Sub will be merged with and into
Telenav (the “Merger”), with Telenav surviving the Merger as a wholly owned subsidiary of V99.
If the Merger contemplated by the Merger Agreement is completed, the holders of Telenav’s common stock, par value $0.001 per share (the
“Company Common Stock”), will receive $4.80 in cash, without interest and less applicable withholding tax (the “Merger Consideration”), for each share
of Company Common Stock that they own immediately prior to the time the Merger becomes effective (the “Effective Time”), other than shares (i) held in
the treasury of Telenav or (ii) held by holders who shall neither have voted in favor of the Merger nor consented thereto in writing, and who shall have
properly and validly perfected, and not withdrawn or lost, their statutory rights of appraisal under Section 262 of the Delaware General Corporation Law
(the “DGCL”) immediately prior to the Effective Time. The Merger Agreement also provides for the cancellation of out-of-the-money options; the
conversion of in-the-money options to the right to receive the Merger Consideration less the applicable exercise price and withholding taxes; the
conversion of unvested restricted stock units into the unsecured right to
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receive an amount in cash, without interest, equal to the Merger Consideration less applicable withholding taxes, subject to the satisfaction of time-based
vesting and other terms that applied to such unvested restricted stock units and subject to any other written agreements with the holders thereof; and the
cash out of vested restricted stock units for the Merger Consideration less applicable withholding taxes.
The completion of the Merger is subject to certain customary conditions, including, but not limited to, the: (i) approval of a majority of the
outstanding shares of the Company Common Stock (the “Company Stockholder Approval”); (ii) the approval of at least 66 and two-thirds percent of the
outstanding shares of Company Common Stock not beneficially owned by V99, Merger Sub, H.P. Jin, Samuel Chen, Fiona Chang, Yi-Ting Chen, Yi-Chun
Chen, Changbin Wang and Digital Mobile Venture Limited (“Digital”), and any affiliate of the foregoing or trust in which any of the foregoing are a
beneficiary (the “Two-Thirds of the Minority Approval”), which approval will also serve as a waiver of certain limitations set forth in Section 203 of the
DGCL; (iii) the expiration or termination of the applicable waiting period to the consummation of the Merger under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976 (the “HSR Act”); and (iv) the absence of any law or order restraining, enjoining or otherwise prohibiting the Merger. On
December 3, 2020, the U.S. Federal Trade Commission notified Telenav that early termination of the waiting period under the HSR Act was granted,
effective immediately.
The Merger Agreement does not contain any financing-related closing condition.
In connection with the signing of the Merger Agreement, Dr. Jin and Mr. Chen and Digital (the “Financing Sources”) entered into a commitment
letter with V99, dated as of November 2, 2020, as amended December 17, 2020 (the “Commitment Letter”), pursuant to which the Financing Sources have
committed, jointly and severally, to provide debt financing in an amount sufficient to pay (a) the aggregate of all Merger Consideration payable in
connection with the Merger, all fees and expenses associated with the transactions incurred by V99 or Merger Sub or any of their respective affiliates and
required to be paid on the closing date by such party, and all amounts necessary to repay or prepay any of our indebtedness required to be repaid or prepaid
at the closing of the Merger (the “Commitment Amount”) or (b) a termination fee of $3.5 million, if applicable. The funding of the Commitment Amount is
subject only to the satisfaction by us or waiver by V99 of the closing conditions in the Merger Agreement applicable to us. Subject to the terms and
conditions of the Commitment Letter, we have certain third-party beneficiary rights to enforce the terms of the Commitment Letter against the Financing
Sources.
We made customary representations and warranties in the Merger Agreement and have agreed to customary covenants, including those regarding the
operation of our business and that of our subsidiaries prior to the Effective Time. The parties have also agreed to use their reasonable best efforts to
consummate the Merger.
Under the Merger Agreement, from November 2, 2020 until 11:59 p.m. Pacific time on December 2, 2020, we had the right to solicit alternative
acquisition proposals from third parties and to provide information to, and participate in discussions and engage in negotiations with, third parties regarding
any alternative acquisition proposals. We did not receive any acquisition proposals during such “go-shop” period. After such period and prior to receipt of
the later of Company Stockholder Approval and Two-Thirds of the Minority Approval, we have been and will continue to be subject to customary “noshop” covenants restricting our ability to engage in such actions, subject to a customary “fiduciary out” provision that allows us, under certain specified
circumstances, to provide information to, and participate in discussions and engage in negotiations with, third parties with respect to an alternative
acquisition proposal if the Board of Directors or the special committee formed by the Board of Directors consisting of independent and disinterested
directors Wes Cummins, Douglas Miller and Randy Ortiz (the “Special Committee”) determines in good faith (after consultation with its financial advisor
and outside legal counsel) that such alternative acquisition proposal constitutes or is reasonably likely to constitute or lead to a Superior Proposal (as
defined in the Merger Agreement), and the Board of Directors or Special Committee determines in good faith, after consultation with outside legal counsel,
that the failure to take such action would be reasonably likely to be inconsistent with the directors’ fiduciary duties pursuant to applicable law.
The Merger Agreement contains certain termination rights for us and V99. Upon termination of the Merger Agreement under specified circumstances,
we will be required to pay V99 a termination fee. If the Merger Agreement is terminated by us in order to enter a definitive agreement with respect to a
Superior Proposal (as such term is defined in the Merger Agreement) or by V99 if we have effected a Change in Recommendation (as such term is defined
the Merger Agreement), then the termination fee payable by us to V99 will be $3.5 million. We will also have to pay a $3.5 million termination fee to V99
if the Merger Agreement is terminated by V99 under certain circumstances, and prior to such termination, a proposal to acquire at least 50% of our stock or
assets is publicly announced or disclosed, and within one year of such termination, we consummate or enter into a definitive agreement for such a
transaction, and such transaction is subsequently consummated. V99 will be required to pay us a termination fee of $3.5 million in certain circumstances,
including if we terminate the Merger Agreement following V99’s material breach of its obligation to have at least $6.0 million in its bank account, we
terminate because all
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mutual closing conditions have been satisfied or waived, all of the conditions to V99’s obligation to close have been satisfied or waived, and we notify V99
that all of the conditions to our obligations to close have been satisfied or waived, and that we stand ready, willing and able to consummate the Merger, and
V99 fails to close within two business days of such notice, or either party terminates the Merger Agreement if a governmental entity has enacted a law or
order permanently restraining, enjoining or otherwise prohibiting the Merger, and at the time of termination, all conditions to V99’s obligations to
consummate the Merger, other than certain specified conditions, have been satisfied or waived.
Concurrently with the initial execution of the Merger Agreement, as an inducement to Telenav to enter into the Merger Agreement, Dr. Jin, Mr. Chen,
Fiona Chang, Digital, Yi-Ting Chen, Yi-Chun Chen and Changbin Wang (the “Support Agreement Stockholders”) entered into a voting and support
agreement (the “Support Agreement”) with us. Pursuant to the Support Agreement, the Support Agreement Stockholders agreed to, among other things,
vote all shares of Company Common Stock owned by them in accordance with the publicly disclosed recommendation to our stockholders by action of the
Board of Directors, the Special Committee or any other duly constituted committee of the Board of Directors (a “Public Board Recommendation”),
irrespective of whether such Public Board Recommendation is to vote: (i) in favor of the adoption of the Merger Agreement and the approval of the Merger
and the transactions contemplated thereby or against an extraordinary corporate transaction or proposal provided that certain specified circumstances are
met, (ii) subject to specified exceptions, in favor of an Accepted Superior Proposal (as defined below) if, in the event that the Merger Agreement is
terminated, the Board of Directors or the Special Committee delivered a Change in Recommendation Notice (as defined in the Merger Agreement) to V99
no later than December 16, 2020 with respect to a Superior Proposal received from an Excluded Party (as defined in the Merger Agreement) (including any
amendment to such Superior Proposal made in response to a Parent Proposal (as defined in the Merger Agreement) during any Notice Period (as defined in
the Merger Agreement)) (an “Accepted Superior Proposal”), or (iii) in favor of or against any other matter determined by action of the Board of Directors,
the Special Committee or any other duly constituted committee of the Board of Directors, in good faith, to be necessary or appropriate in connection with
the Merger Agreement and the Merger or any Accepted Superior Proposal, in each case if recommended to our stockholders by a Public Board
Recommendation.
On February 16, 2021, we are holding a special meeting of Telenav stockholders at 10:00 a.m. (the “Special Meeting”) to consider and vote on certain
proposals, including a proposal to adopt and approve the Merger Agreement. Upon receipt of the Company Stockholder Approval and Two-Thirds of the
Minority Approval at the Special Meeting, we anticipate that the Merger will be consummated shortly thereafter.
Ford announced on February 1, 2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price
points beginning in 2023, which may reduce the number of new Ford models and vehicles in which our products and services are provided over the
remaining term of our agreements with Ford. We expect this will have a significant negative impact on our revenue in future years but are currently unable
to determine the scope and timing of the impact.
Impact of coronavirus (COVID-19) pandemic
In March 2020, the World Health Organization declared the outbreak of the novel coronavirus first identified in China in late 2019 (COVID-19) as a
pandemic, which continues to spread throughout the U.S. and the world. In response, businesses and governments, including businesses and the federal and
state governments in the U.S., have implemented numerous measures to contain the virus, including travel bans and restrictions, quarantines, shelter-inplace orders, and business limitations and shutdowns. These measures have impacted and will continue to impact our workforce and operations, and those
of our customers and vendors. As such, we expect the impact to our business and results of operations to be significant, and to continue for some period.
Our top priority is the health and safety of our employees and their families, as well as our automobile manufacturer customers and tier-one partners.
Despite the challenges we and our suppliers and partners face, we believe we will be able to continue to deliver our personalized navigation and connected
car software products and services to our customers and partners, without compromising our employees’ safety. Like many companies, we have put in
place work-from-home procedures, which we expect to continue to maintain. We believe our employees have the necessary tools and technology to remain
connected and productive while working from home offices around the world. We believe these cumulative efforts should allow us to continue to deliver
our products and services.
However, the COVID-19 outbreak has caused and will continue to cause disruption to our business operations that may impact our ability to develop
and design our products in a timely manner or meet required milestones or customer commitments. In addition, public health problems resulting from
COVID-19 and precautionary measures instituted by governments and businesses worldwide to mitigate its spread have contributed to a general,
significant and continuing
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downturn in the global economy. The shutdowns announced late in our quarter ended March 31, 2020 of manufacturing operations by Ford, GM and other
automobile manufacturer partners did not have a substantial impact to our financial results for the three months ended March 31, 2020. However, COVID19 did have a significant and direct impact on the demand for our products and on our operating results in the three months ended June 30, 2020. While we
saw a significant manufacturing rebound from our OEM partners that minimized the negative impact on our operating results for the three and six months
ended December 31, 2020, we expect COVID-19 to continue to have an impact in the remainder of fiscal 2021. In addition, COVID-19 could have an
impact on the companies in which we have strategic investments, which could also negatively affect our financial results. The extent of the impact of the
COVID-19 pandemic on our operational and financial performance will depend on future developments, including the duration and spread of the outbreak,
its severity, the actions to contain the virus or treat its impact, and how quickly and to what extent normal economic and operating conditions can resume,
all of which are uncertain and we cannot predict.
Our revenue and prospects for continued business directly depend upon the volume of new vehicles being produced by Ford, GM, Toyota and others,
whose businesses and operating activities have been directly affected by the COVID-19 outbreak, related adverse public health developments and prospects
for a global recession. The shutdowns and recent re-openings of manufacturing operations by Ford, GM and our other automobile manufacturer partners
will decrease our revenue, operating results, financial condition and cash flows until our automobile manufacturer partners resume full production. In
addition, a sustained economic recession will negatively impact demand for new vehicles, even when full production resumes. Should these conditions
continue, they would also negatively impact our ability to maintain cash balances to support our operations and future investments. For example, in the
three months ended September 30, 2020, we used $5.0 million of cash in operating activities. While we maintain what we believe are sufficient cash
balances to support our operations, we believe such periods of cash usage in our operations could continue for the near-to-mid-term, and until our
automobile manufacturer partners resume full production.
In light of the COVID-19 pandemic and likely continuing economic recession, demand forecasts from our automobile manufacturer partners are
likely to be revised and may not be reliable indicators of actual future production. Our outlook remains uncertain in the immediate to short term as we
cannot predict when that resumption of production may occur, at what level our partners may resume production and how long they may be able to sustain
such production levels. It is likely that for an extended period the production rate will be substantially below maximum production or levels which
preceded the initial COVID-19 shutdown, or at levels that would otherwise be achieved but for the economic or demand impact of COVID-19. As a result,
it may be difficult for us to forecast our revenue and to adjust costs appropriately if customer demand forecasts are inaccurate.
In the short-to-medium-term, we may benefit from cost savings, including reduced growth in employee compensation costs primarily due to slower
hiring, reductions in travel and employee-related expenses as our sales and marketing activities shift from an in-person to an online format, reduced
facilities and related operating expenses and other factors associated with our work-from-home procedures. We anticipate a small increase in overall aging
of accounts receivable; however, we do not expect to be negatively impacted by a material increase in our allowance for doubtful accounts. Although we
expect to manage our operating expenses closely, we also expect to experience periods of negative cash burn, both due to operations and as we continue to
use our cash to make investments in companies where we believe they present opportunities for synergies across our product offering or to expand our
technology and in-car commerce ecosystem and to continue to develop our products for future automobile model years.
Over the longer term, once manufacturing production and demand have fully resumed, we believe there may be new opportunities with our existing
OEM partners to increase the lifetime value of our existing programs. However, there are many uncertainties, and we expect to see continued impact from
the COVID-19 pandemic in future periods. In addition to the aforementioned uncertainties in the auto industry, changes in how we and companies
worldwide conduct business, including but not limited to restrictions on travel and in-person meetings, may cause increasing disruption in the timing and
results of our product development and sales and marketing initiatives. We will continue to evaluate the nature and extent of the impact of COVID-19 to
our business.
See “Risk Factors" in Part II, Item 1A for further discussion of the potential impact of COVID-19 and its related public health measures on our
business.
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Key operating and financial performance metrics
We monitor the key operating and financial performance metrics set forth in the tables below to help us evaluate growth trends, establish budgets,
measure the effectiveness of our sales and marketing efforts and assess our operational efficiencies. Certain of these measures such as billings, changes in
deferred revenue and deferred costs, adjusted earnings before interest, taxes, depreciation and amortization, or adjusted EBITDA and free cash flow are not
measures we calculated in accordance with U.S. generally accepted accounting principles, or GAAP, and you should not consider them as an alternative to
any measure of financial performance we calculated and presented in accordance with GAAP. In addition, these non-GAAP measures may not be
comparable to similarly titled measures of other companies because other companies may not calculate them in the same manner that we do.
Our key operating and financial performance metrics are as follows (in thousands, except percentages and per share amounts):
Six Months Ended
December 31,

Three Months Ended December 31,
2020

Revenue
Revenue from Ford as a percentage of total revenue
Revenue from GM as a percentage of total revenue
Billings (Non-GAAP)
Billings to Ford as a percentage of total billings (Non-GAAP)
Billings to GM as a percentage of total billings (Non-GAAP)
Increase (decrease) in deferred revenue
Increase (decrease) in deferred costs
Gross profit
Gross margin
Income (loss) from continuing operations
Net income (loss)
Diluted income (loss) from continuing operations per share
Diluted net income (loss) per share
Adjusted EBITDA (Non-GAAP)
Net cash provided by operating activities
Free cash flow (Non-GAAP)

$

$

$
$
$
$
$
$
$
$
$
$

65,854
44 %
47 %
60,322
45 %
48 %
(5,532)
(4,519)
27,726
42 %
(60)
(60)
(0.00)
(0.00)
4,982
14,955
14,867

2019

$

$

$
$
$
$
$
$
$
$
$
$

73,875
39 %
31 %
72,665
45 %
31 %
(1,210)
3,968
40,153
54 %
13,062
13,006
0.27
0.27
14,286
12,344
11,727

2020

$

$

$
$
$
$
$
$
$
$
$
$

135,450
45 %
46 %
124,505
45 %
48 %
(10,945)
(9,147)
57,239
42 %
3,275
3,275
0.07
0.07
10,618
9,947
9,792

2019

$

$

$
$
$
$
$
$
$
$
$
$

140,504
45 %
28 %
149,540
42 %
28 %
9,036
1,961
69,931
50 %
13,094
9,052
0.27
0.18
16,842
34,513
33,435

Gross margin is our gross profit, or total revenue less cost of revenue, which we express as a percentage of our total revenue. Our gross margin has
been and will continue to be impacted by the increasing percentage of our revenue base we derive from automotive navigation solutions, which generally
have higher associated third-party content costs than our mobile navigation offerings provided through wireless carriers.
Billings equals revenue we recognize plus the change in deferred revenue from the beginning to the end of the applicable period. We have also
provided a breakdown of the calculation of the change in deferred revenue, which we add to revenue in calculating our non-GAAP billings metric. In
connection with our presentation of the change in deferred revenue, we have provided a similar presentation of the change in the related deferred costs. We
include in such deferred costs primarily costs associated with third-party content and certain development costs associated with our customized software
solutions whereby we earn customized engineering fees. As we enter into more hybrid and brought-in navigation programs, deferred revenue and deferred
costs become larger components of our operating results, so we believe these metrics are useful in evaluating cash flows.
We consider billings to be a useful metric for management and investors because billings drive revenue and deferred revenue, which is an important
indicator of our business. There are a number of limitations related to the use of billings versus revenue calculated in accordance with GAAP. First, we
include in billings amounts that we have not yet recognized as revenue. For example, we cannot fully recognize billings related to certain brought-in
solutions as revenue in a given period due to requirements for ongoing map updates and provisioning of services such as hosting, monitoring, customer
support and, for certain customers, additional period content and associated technology costs. Second, we may calculate billings in a manner
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that is different from peer companies that report similar financial measures, making comparisons between companies more difficult. When we use this
measure, we attempt to compensate for these limitations by providing specific information regarding billings and how they relate to revenue calculated in
accordance with GAAP.
We measure adjusted EBITDA, a non-GAAP financial measure, as our GAAP net loss adjusted for discontinued operations and from which we
exclude the impact of stock-based compensation expense, depreciation and amortization, other income (expense), net, provision (benefit) for income taxes,
equity in net income of equity method investees, and other applicable items such as merger and acquisition expense and legal settlements and
contingencies. Stock-based compensation expense relates to equity incentive awards which we grant to our employees, directors, and consultants. Merger
and acquisition expense represents costs associated with the V99 Merger Agreement. Legal settlements and contingencies represent settlements, offers we
made to settle, or loss accruals relating to litigation or other disputes in which we are a party or the indemnitor of a party.
Adjusted EBITDA, while generally a measure of profitability, can also represent a loss. Adjusted EBITDA is a key measure we use to understand and
evaluate our core operating performance and trends, to prepare and approve our annual budget and to develop short- and long-term operational plans. In
particular, we believe that the exclusion of the expenses we eliminate in calculating adjusted EBITDA can provide a useful measure for period-to-period
comparisons of our core business. Accordingly, we believe that adjusted EBITDA generally provides useful information to investors and others in
understanding and evaluating our operating results in the same manner as we do.
Free cash flow is a non-GAAP financial measure we define as net cash provided by (used in) operating activities less purchases of property and
equipment. We consider free cash flow to be a liquidity measure that provides useful information to management and investors about the amount of cash
(used in) generated by our business after purchases of property and equipment.
These non-GAAP measures have limitations as analytical tools and you should not consider them in isolation or as substitutes for our financial results
as reported under GAAP. Some of these limitations are:
• we expect to incur additional costs in the future due to requirements to provide ongoing provisioning of services such as hosting, monitoring and
customer support; accordingly, deferred costs do not reflect all costs associated with billings;
• we may have to replace in the future assets being depreciated and amortized, and adjusted EBITDA does not reflect cash capital expenditure
requirements for such replacements or for new capital expenditures;
• adjusted EBITDA does not reflect the potentially dilutive impact of equity-based compensation;
• adjusted EBITDA does not reflect the use of cash for net share settlements of RSUs;
• adjusted EBITDA does not reflect tax payments that historically have represented a reduction in cash available to us or tax benefits that may arise
as a result of generating net losses; and
• other companies may calculate adjusted EBITDA, free cash flow or similarly titled measures differently, which reduces the usefulness of these
measures as a comparison.
Because of these and other limitations, you should consider billings, adjusted EBITDA and free cash flow alongside other GAAP-based financial
performance measures.
We reconcile the most directly comparable GAAP financial measure to each non-GAAP financial metric used. We present the following table
reconciliations of revenue to billings, deferred revenue to the change in deferred revenue, deferred costs to the change in deferred costs, net loss to adjusted
EBITDA, and net loss and net cash flow used in operating activities to free cash flow for each of the periods indicated (dollars in thousands):
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Reconciliation of Revenue to Billings
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Revenue
Adjustments:
Change in deferred revenue

$

65,854

$

Billings

$

(5,532)
60,322 $

73,875

$

(1,210)
72,665 $

135,450

$

140,504

(10,945)
124,505 $

9,036
149,540

Reconciliation of Deferred Revenue to Change in Deferred Revenue
Reconciliation of Deferred Costs to Change in Deferred Costs
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Deferred revenue, end of period
Deferred revenue, beginning of period

$

Change in deferred revenue

$

Deferred costs, end of period
Deferred costs, beginning of period

$

Change in deferred costs(1)

$

127,998 $
133,530
(5,532) $
71,522 $
76,041
(4,519) $

144,171 $
145,381
(1,210) $
81,763
77,795
3,968

$
$

127,998 $
138,943
(10,945) $

144,171
135,135
9,036

71,522 $
80,669
(9,147) $

81,763
79,802
1,961

(1)

Deferred costs primarily include costs associated with third-party content and in connection with certain customized software solutions, the costs incurred to develop
those solutions. We expect to incur additional costs in the future due to requirements to provide ongoing map updates and provisioning of services such as hosting,
monitoring, customer support and, for certain customers, additional period content and associated technology costs.

Reconciliation of Revenue to Billings - Ford and GM
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Revenue from Ford
Adjustments:
Change in deferred revenue attributed to Ford

$

29,041

$

28,553

$

60,536

$

63,465

Billings to Ford

$

(2,060)
26,981

$

4,184
32,737

$

(5,041)
55,495

$

(598)
62,867

45 %

Billings to Ford as a percentage of total billings

45 %

45 %

42 %

Revenue from GM
Adjustments:
Change in deferred revenue attributed to GM

$

30,720

$

22,798

$

62,380

$

39,159

Billings to GM

$

(1,678)
29,042

$

(631)
22,167

$

(3,138)
59,242

$

2,641
41,800

48 %

Billings to GM as a percentage of total billings

32

31 %

48 %

28 %
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Reconciliation of Net Income (Loss) to Adjusted EBITDA
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Net income (loss)
Loss on discontinued operations
Income (loss) from continuing operations
Adjustments:
Merger and acquisition expense
Stock-based compensation expense
Depreciation and amortization expense
Other income, net
Provision (benefit) for income taxes
Equity in net (income) of equity method investees

$

Adjusted EBITDA

$

(60) $
—
(60)
3,603
2,640
666
(521)
(67)
(1,279)
4,982 $

13,006
56
13,062

$

—
1,478
934
(596)
205
(797)
14,286 $

3,275
—
3,275

$

9,052
4,042
13,094

3,603
5,497
1,426
(1,235)
(53)
(1,895)
10,618 $

—
3,230
1,856
(1,157)
616
(797)
16,842

Reconciliation of Net Income (Loss) to Free Cash Flow
Six Months Ended
December 31,
2020
2019

Three Months Ended December 31,
2020
2019

Net income (loss)
Loss on discontinued operations
Income (loss) from continuing operations
Adjustments to reconcile income (loss) from continuing operations to net cash
provided by operating activities:
Change in deferred revenue (1)
Change in deferred costs (2)
Changes in other operating assets and liabilities
Other adjustments (3)
Net cash provided by operating activities
Less: Purchases of property and equipment

$

Free cash flow

$

(1)

(60) $
—
(60)
(5,793)
4,586
13,088
3,134
14,955
(88)
14,867 $

Consists of product royalties, customized software development fees, service fees and subscription fees.
Consists primarily of third-party content costs and customized software development expenses.
(3)
Consist primarily of depreciation and amortization, stock-based compensation expense and other non-cash items.
(2)

33

13,006
56
13,062

$

(1,309)
(3,940)
2,240
2,291
12,344
(617)
11,727 $

3,275
—
3,275

$

9,052
4,042
13,094

(11,449)
9,280
2,262
6,579
9,947
(155)
9,792 $

9,036
(1,961)
8,722
5,622
34,513
(1,078)
33,435
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Key components of our results of operations
Sources of revenue
Overview. We classify our revenue as either product or services revenue. Product revenue consists primarily of revenue we receive from the delivery
of customized software and royalties from the distribution of this customized software in certain automotive navigation applications, map updates to the
software and customized software development. Services revenue consists primarily of revenue we derive from our brought-in automotive navigation
services and the cloud functionality included in our hybrid automotive solutions.
Commencing July 1, 2019, we operate in a single segment, automotive. Our CEO, who is the chief operating decision maker, does not review mobile
navigation revenue and cost of revenue separately. As a result, we combine the mobile navigation services business with the automotive business in a single
segment.
In each of the six months ended December 31, 2020 and 2019, revenue from Ford represented 45% of our total revenue, respectively, and revenue
from GM comprised 46% and 28% of total revenue, respectively.
We include a general summary of the terms of our contracts with Ford and GM in “Management’s Discussion and Analysis of Results of Operations
—Key components of our results of operations” in our Annual Report on Form 10-K for fiscal 2020, filed with the SEC on August 21, 2020 (our “Form
10-K”).
Product revenue. Our automotive product revenue is generated primarily from on-board and hybrid automotive navigation solutions provided to Ford
and GM. Our on-board solutions consist of software, memory card, map and point of interest, or POI, data loaded in the vehicle that provides voice-guided
turn by turn navigation displayed on the vehicle screen. Our hybrid navigation solutions contain on-board software functionality and also add cloud
functionality such as cloud search, cloud routing, map updates and “live” data.
We generally earn royalties for on-board navigation solutions at various points in time, depending upon the individual customer agreement. We earn
each royalty upon either the re-imaging of the software on each individual memory card or the time at which each vehicle is produced.
We recognize revenue from on-board automotive navigation solutions upon transfer of control of the customized software and any associated
integrated content together forming a distinct performance obligation. Transfer of control generally occurs at a point in time upon acceptance. We recognize
any royalties for the use of distinct software combined with integrated content, with an allocation of the transaction price based on the relative standalone
selling price, or SSP, of map updates, specified upgrades, and other services as applicable, at the later of when we earn the royalties or when we transfer
control of the related performance obligation.
For hybrid automotive solutions, we generally recognize as product revenue the transaction price we allocated to the on-board component as
described above, and we generally recognize as services revenue the transaction price allocated to the included cloud functionality based on SSP. Since the
on-board software is still the predominant item in the hybrid solution, the royalties recognition guidance applies as it does for on-board navigation solutions
described above. Our brought-in automotive navigation solutions as described below are subject to variable consideration and constraint guidance.
In August 2019, we entered into certain agreements with affiliates of Grab Holdings, Inc., which, collectively with certain of its affiliates, we refer to
as Grab, including a services agreement, a license agreement and an asset purchase agreement. These agreements together comprise the “Grab Transaction”
(see Note 12 to our condensed consolidated financial statements). During fiscal 2020, we recognized product revenue over time under the Grab Transaction
as the software development occurred and Grab obtained control as the software was modified and enhanced. We recognized services revenue for
implementation services as they were performed, and we recognize software support and maintenance over the term of the obligation. The asset sale to
Grab was completed on January 1, 2020.
Services revenue. We derive services revenue primarily from our brought-in automotive navigation solutions and, to a lesser extent, from the cloud
functionality that is a component of our hybrid automotive navigation solutions as discussed above. Royalties for brought-in navigation solutions are
earned upon vehicle sales reporting or upon initial usage by the end user.
Since these contracts typically contain a substantial amount of variable consideration that we are required to estimate and include in the transaction
price, we include in the transaction price only variable consideration such that it is probable that a risk of significant revenue reversal will not occur when
the uncertainty associated with the variable consideration is subsequently resolved. We estimate total variable consideration to be received at contract
inception and we update this estimate at each reporting date. We utilize the expected value method and consider expected unit volume combined with a
risk-based probability
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based on factors including, but not limited to, model year cycles, customer history, technology life cycles, nature of competition and other contract-specific
factors. Because customers of our brought-in automotive navigation solutions simultaneously receive and consume the benefit from our performance, we
recognize revenue ratably over the period the services obligation is expected to be fulfilled, generally 8 to 12 years, as this provides a faithful depiction of
the transfer of control.
We include a general summary of the nature of our product and service offerings and how we earn fees through Ford, GM, Toyota and Xevo, Inc., a
tier-one supplier to Toyota, in “Management’s Discussion and Analysis of Results of Operations —Key components of our results of operations” in our
Form 10-K.
We generate mobile navigation revenue from our partnerships with wireless carriers who sell our navigation services to their subscribers either as a
standalone service or in a bundle with other data or services. We include mobile navigation revenue, which represents less than 5% of total revenue, with
automotive revenue for all periods presented.
Revenue concentrations. We generated 87% and 67% of our revenue in the United States in the six months ended December 31, 2020 and 2019,
respectively. With respect to revenue we receive from automobile manufacturers and tier ones for sales of vehicles in other countries, we classify the
majority of that revenue as being generated in the United States, because we provide deliverables to and receive compensation from the manufacturer’s or
tier one’s United States’ entity. It is possible that this classification may change in the future, as existing and new customers may elect to contract through
subsidiaries.
Cost of revenue
We classify our cost of revenue as either cost of product revenue or cost of services revenue. Cost of product revenue consists primarily of the cost of
third-party content we incur in providing our on-board automotive navigation solutions, memory cards and recognition of deferred software development
costs. Cost of services revenue consists primarily of the costs associated with third-party content we incur in providing our brought-in automotive
navigation solutions, data center operations and outsourced hosting services, software maintenance, customer support, the amortization of capitalized
software, recognition of deferred customized software development costs, stock-based compensation and amortization of acquired developed technology.
We capitalize and defer recognition of certain third-party, royalty-based content costs associated with the fulfillment of future automotive product and
services obligations, and we recognize these deferred content costs as cost of revenue as we transfer control of the related performance obligation. We
recognize the deferred revenue and related deferred costs as we transfer control of the related performance obligation. As such, we will also incur ongoing
costs of revenue for network operations, hosting and data center, customer service support, and other related costs over time.
We also capitalize and defer recognition of certain costs, primarily payroll and related compensation and benefits expense, of customized software we
develop for customers. We begin deferring development costs when they relate directly to a contract or specific anticipated contract and we incur such costs
to satisfy performance obligations in the future, provided we expect to recover such costs. We recognize these deferred software development costs as cost
of revenue upon transfer of control of the associated performance obligation.
Operating expenses
We generally classify our operating expenses into three categories: research and development, sales and marketing and general and administrative.
Our operating expenses consist primarily of personnel costs, which include salaries, bonuses, payroll taxes, employee benefit costs and stock-based
compensation expense. Other expenses include third-party contractor and temporary staffing services, legal, audit, tax consulting and other professional
service fees, facilities-related costs including rent expense and marketing program costs. We allocate stock-based compensation expense resulting from the
amortization of the fair value of stock-based awards granted based on the department in which the award holder works. We allocate overhead, such as rent
and depreciation, to each expense category based on headcount. In addition, when we incur legal settlements, make offers to settle contingencies or accrue
losses relating to litigation or other disputes in which we are a party, or the indemnitor of a party, we classify such operating expense amounts separately as
legal settlements and contingencies.
Research and development. Research and development expenses consist primarily of personnel costs for our development and product management
employees and related costs of outside consultants and temporary staffing. We have focused our research and development efforts on improving the ease of
use and functionality of our existing products and services, as well as developing new products and services. In addition to our U.S. employee base, a
significant number of our research and development employees are located in our development centers in China and Romania; as a result, a portion of our
research and development expense is subject to changes in foreign exchange rates, notably the Chinese Renminbi, or RMB, the Romanian Leu, or RON,
and the Euro.
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Sales and marketing. Sales and marketing expenses consist primarily of personnel costs for our sales and marketing staff and the cost of marketing
programs, advertising and promotional activities. Our sales and marketing activities include the costs of our business development efforts. Our automobile
manufacturer partners and tier ones also provide primary marketing for our on-board and brought-in navigation services.
General and administrative. General and administrative expenses consist primarily of personnel costs for our executive, finance, legal, human
resources and administrative personnel, legal, audit and tax consulting and other professional services and corporate expenses. In the three and six months
ended December 31, 2020, general and administrative expenses also include merger and acquisition expenses we incurred in connection with the V99
Merger Agreement.
Other
Other income (expense), net. Other income (expense), net consists primarily of interest we earn on our cash and cash equivalents and short-term
investments, gain or loss on investments, unrealized gains or losses on non-marketable equity investments and foreign currency gains or losses.
Provision (benefit) for income taxes. Our provision for income taxes primarily consists of corporate income taxes related to profits earned in foreign
jurisdictions, foreign withholding taxes, and changes to our tax reserves. Our effective tax rate could fluctuate significantly from period to period,
particularly in those periods in which we incur losses, due to our inability to benefit from net operating losses since we are not likely to realize the tax
assets due to the lack of current and forecasted future income. For interim reporting purposes, we calculate an annual estimated tax rate and apply that rate
to actual results to estimate our taxes. In cases when we cannot reliably estimate an annual estimated tax rate, we utilize the actual tax expense as the
estimate. Furthermore, on a quarterly basis our tax rates can fluctuate due to changes in our tax reserves resulting from the settlement of tax audits or the
expiration of the statute of limitations. Our effective tax rate could also fluctuate due to a change in our earnings or loss projections, changes in the
valuation of our deferred tax assets or liabilities, release of or increase in the valuation allowance placed on deferred tax assets, or changes in tax laws,
regulations, or accounting principles, as well as the expiration and retroactive reinstatement of tax holidays.
Equity in net income of equity method investees. Equity in net income of equity method investees includes our proportionate share of equity in our
equity method investments.
Critical accounting policies and estimates
We prepare our condensed consolidated financial statements in accordance with GAAP. In many cases, the accounting treatment of a particular
transaction is specifically dictated by GAAP and does not require our judgment in its application. In other cases, we exercise judgment in selecting among
available alternative accounting policies that allow different accounting treatment for similar transactions. The preparation of condensed consolidated
financial statements also requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, costs and expenses
and related disclosures. We base our estimates on historical experience and various other assumptions that we believe are reasonable under the
circumstances. In many instances, we could reasonably use different accounting estimates, and in some instances changes in the accounting estimates are
reasonably likely to occur from period to period. Accordingly, actual results could differ significantly from the estimates made by our management. To the
extent that there are differences between our estimates and actual results, our future financial condition, results of operations and cash flows will be
affected.
There have been no material changes in our critical accounting policies and estimates during the six months ended December 31, 2020 as compared to
the critical accounting policies and estimates disclosed in Part II, Item 7 of our Form 10-K, except as described in Note 1 to our condensed consolidated
financial statements, “Summary of business and significant accounting policies.”
Recent Accounting Pronouncements
For information with respect to recent accounting pronouncements and the impact of these pronouncements on our condensed consolidated financial
statements, see Note 1 to our condensed consolidated financial statements, “Summary of business and significant accounting policies.”
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Results of operations
We set forth in the following tables our results of operations for the three and six months ended December 31, 2020 and 2019, as well as a percentage
that each line item represents of our total revenue for those periods. We use the additional key metrics presented above in addition to the financial measures
reflected in the condensed consolidated statements of operations data to help us evaluate growth trends, establish budgets and measure the effectiveness of
our sales and marketing efforts. The period to period comparison of financial results is not necessarily indicative of financial results to be achieved in future
periods.
Three Months Ended
December 31,
2020
2019

Consolidated Statements of Operations Data

Six Months Ended
December 31,
2020
2019
(in thousands)

Revenue:
Product
Services
Total revenue
Cost of revenue:
Product
Services
Total cost of revenue
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Income (loss) from operations
Other income, net
Income (loss) from continuing operations before provision (benefit) for income taxes
Provision (benefit) for income taxes
Equity in net (income) of equity method investees
Income (loss) from continuing operations
Loss on discontinued operations

$

$

Net income (loss)

53,449
12,405
65,854

$

61,543
12,332
73,875

$

110,258
25,192
135,450

$

117,533
22,971
140,504

31,098
7,030
38,128
27,726

26,434
7,288
33,722
40,153

63,628
14,583
78,211
57,239

58,423
12,150
70,573
69,931

18,528
1,677
9,448
29,653
(1,927)
521
(1,406)
(67)
(1,279)
(60)
—
(60)

19,717
2,134
6,428
28,279
11,874
596
12,470
205
(797)
13,062
(56)
13,006

37,514
3,673
15,960
57,147
92
1,235
1,327
(53)
(1,895)
3,275
—
3,275

40,380
4,080
13,715
58,175
11,756
1,157
12,913
616
(797)
13,094
(4,042)
9,052

$

$

$

(as a percentage of revenue)

Revenue:
Product
Services
Total revenue
Cost of revenue:
Product
Services
Total cost of revenue
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Income (loss) from operations
Other income, net
Income (loss) from continuing operations before provision (benefit) for income taxes
Provision (benefit) for income taxes
Equity in net (income) of equity method investees
Income (loss) from continuing operations
Loss on discontinued operations

81 %
19 %
100 %
47
11
58
42

%
%
%
%

28 %
3%
14 %
45 %
(3)%
1%
(2)%
—%
(2)%
—%
—%
—%

Net income (loss)

37

83 %
17 %
100 %
36
10
46
54

%
%
%
%

27 %
3%
9%
38 %
16 %
1%
17 %
—%
(1)%
18 %
—%
18 %

81 %
19 %
100 %
47
11
58
42

%
%
%
%

27 %
3%
12 %
42 %
—%
1%
1%
—%
(1)%
2%
—%
2%

84 %
16 %
100 %
42
9
50
50

%
%
%
%

29 %
3%
10 %
42 %
8%
1%
9%
—%
—%
9%
(3)%
6%
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Comparison of the three and six months ended December 31, 2020 and 2019
Revenue, cost of revenue and gross profit.
Revenue. Our product revenue decreased 13% to $53.4 million in the three months ended December 31, 2020 from $61.5 million in the three months
ended December 31, 2019, and decreased 6% to $110.3 million in the six months ended December 31, 2020 from $117.5 million in the six months ended
December 31, 2019. The decrease in product revenue for the comparable three months was due primarily to decreases in customized software development
revenue of $11.4 million due to the absence of Grab revenue in the current period and royalty revenue of $2.1 million, partially offset by an increase in map
update revenue of $5.4 million due to the timing of map update deliveries. The decrease in product revenue for the comparable six months was due
primarily to a decrease in customized software development revenue of $14.4 million due to the absence of Grab revenue in the current period, partially
offset by increases in royalty revenue of $5.0 million and map update revenue of $2.1 million. Services revenue increased 1% to $12.4 million in
the three months ended December 31, 2020 from $12.3 million in the three months ended December 31, 2019, and increased 10% to $25.2 million in
the six months ended December 31, 2020 from $23.0 million in the six months ended December 31, 2019. The increase in services revenue for the
comparable six months was due primarily to increased revenue from our brought-in automotive solutions, partially offset by a decrease in maintenance and
other revenue.
Cost of revenue. Our cost of product revenue increased 18% to $31.1 million in the three months ended December 31, 2020 from $26.4 million in
the three months ended December 31, 2019, and increased 9% to $63.6 million in the six months ended December 31, 2020 from $58.4 million in the six
months ended December 31, 2019. The increase in cost of product revenue for the comparable three and six months was due primarily to increased thirdparty content costs associated with higher map update revenue and, for the comparable six months, increased automotive navigation unit volume. Our cost
of services revenue decreased 4% to $7.0 million in the three months ended December 31, 2020 from $7.3 million in the three months ended December 31,
2019, and increased 20% to $14.6 million in the six months ended December 31, 2020 from $12.2 million in the six months ended December 31, 2019. The
increase in cost of services revenue for the comparable six months was due primarily to an increase in content costs associated with increased revenue from
brought-in solutions.
Gross profit. Our gross profit decreased 31% to $27.7 million in the three months ended December 31, 2020 from $40.2 million in the three months
ended December 31, 2019, and decreased 18% to $57.2 million in the six months ended December 31, 2020 from $69.9 million in the six months
ended December 31, 2019. Our gross margin decreased to 42% in the three months ended December 31, 2020 from 54% in the three months
ended December 31, 2019, and decreased to 42% in the six months ended December 31, 2020 from 50% in the six months ended December 31, 2019. The
decrease in gross margin for the comparable three and six months was due primarily to the decrease in customized software development revenue, which
earned a significantly higher gross margin in the three and six months ended December 31, 2019, as well as an increase in map update revenue, which
carries a higher relative cost and lower gross margin.
Revenue concentrations. In the three months ended December 31, 2020 and 2019, revenue from Ford represented 44% and 39% of our total revenue,
respectively, and revenue from GM comprised 47% and 31% of our total revenue, respectively. In the six months ended December 31, 2020 and 2019,
revenue from Ford represented 45% and 45% of our total revenue, respectively, and revenue from GM comprised 46% and 28% of our total revenue,
respectively. In the three and six months ended December 31, 2019, revenue from Grab represented 19% and 15%, respectively, of our total revenue.
We primarily sell our services in the United States. In the three months ended December 31, 2020 and 2019, revenue derived from U.S. sources
represented 87% and 62% of our total revenue, respectively. In the six months ended December 31, 2020 and 2019, revenue derived from U.S. sources
represented 87% and 67% of our total revenue, respectively.
Operating expenses
Research and development. Our research and development expenses decreased 6% to $18.5 million in the three months ended December 31, 2020
from $19.7 million in the three months ended December 31, 2019, and decreased 7% to $37.5 million in the six months ended December 31, 2020 from
$40.4 million in the six months ended December 31, 2019. The decrease in the comparable three and six months was due primarily to decreases in payroll
and related compensation and benefits expense resulting from lower headcount of $1.6 million and $1.8 million, respectively, outside consulting services of
$0.8 million and $2.1 million, respectively, and travel-related expenses of $0.4 million and $1.0 million, respectively. Payroll and related compensation and
benefits expense for the six months ended December 31, 2020 included $0.5 million of severance expense related to a reduction in headcount of 13
employees. The decreases in the comparable three and six months were partially offset by increases of $1.0 million and $1.5 million, respectively, as a
result of lower capitalized deferred development costs, and $0.6 million and $1.1 million, respectively, as a result of lower use of personnel for software
maintenance that is reclassified to cost of revenue. As a percentage of revenue, research and development expenses increased slightly to 28% in
the three months ended December 31, 2020 from 27% in the three months ended December 31, 2019, and decreased to 27% in
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the six months ended December 31, 2020 from 29% in the six months ended December 31, 2019. We believe that as we deliver our contracted customer
requirements for our automotive customers and establish relationships with new automobile manufacturers and tier ones, revenue from those research and
development efforts will lag the related expenses.
Sales and marketing. Our sales and marketing expenses decreased 21% to $1.7 million in the three months ended December 31, 2020 from $2.1
million in the three months ended December 31, 2019, and decreased 10% to $3.7 million in the six months ended December 31, 2020 from $4.1 million in
the six months ended December 31, 2019. The decrease in the comparable three months was due primarily to a decrease in payroll and related
compensation and benefits expense of $0.3 million. The decrease in the comparable six months was due primarily to a decrease in marketing and travelrelated expenses of $0.3 million. As a percentage of revenue, sales and marketing expenses was 3% in each of the three months ended December 31,
2020 and 2019, and was 3% in each of the six months ended December 31, 2020 and 2019.
General and administrative. Our general and administrative expenses increased 47% to $9.4 million in the three months ended December 31, 2020
from $6.4 million in the three months ended December 31, 2019, and increased 16% to $16.0 million in the six months ended December 31, 2020 from
$13.7 million in the six months ended December 31, 2019. The increase in the comparable three and six months was due primarily to Merger and
acquisition-related legal and consulting expenses of $3.6 million and $4.3 million, respectively, and business and allocated expenses of $0.3 million and
$0.6 million, respectively, which were partially offset by a decrease in outside consulting services of $1.0 million and $2.7 million, respectively. As a
percentage of revenue, general and administrative expenses increased to 14% in the three months ended December 31, 2020 from 9% in the three months
ended December 31, 2019, and increased to 12% in the six months ended December 31, 2020 from 10% in the six months ended December 31, 2019.
Other
Other income, net. Our other income, net decreased slightly to $0.5 million in the three months ended December 31, 2020 compared to $0.6 million in
the three months ended December 31, 2019, and was comparable at $1.2 million in each of the six months ended December 31, 2020 and 2019.
Provision (benefit) for income taxes. For interim reporting purposes, we calculate an annual estimated tax rate and apply that rate to actual results to
estimate our taxes. In cases when we cannot reliably estimate an annual estimated tax rate, actual tax expense or the “cutoff method” is utilized as the
estimate.
Our provision (benefit) for income taxes was $(0.1) million in the three months ended December 31, 2020 compared to $0.2 million in the three
months ended December 31, 2019, and $(0.1) million in the six months ended December 31, 2020 compared to $0.6 million in the six months ended
December 31, 2019. Our provision for income taxes of $(0.1) million and $0.6 million in the six months ended December 31, 2020 and 2019, respectively,
was comprised primarily of foreign withholding taxes and income taxes and tax benefits in foreign jurisdictions. Our effective tax provision rate of 2% of
income from continuing operations for the six months ended December 31, 2020 was less than the tax amount computed at the U.S. federal statutory
income tax rate due primarily to the release of the valuation allowance. Our effective tax provision rate of 4% of income from continuing operations for the
six months ended December 31, 2019 was greater than the tax amount computed at the U.S. federal statutory income tax rate due primarily to the
application of the cutoff method to compute US taxes.
We anticipate that our foreign tax withholding obligations will continue into the future and that we will not be able to benefit from an offsetting
deduction in the United States for an extended period of time given our existing net operating loss carryforwards.
We record liabilities related to uncertain tax positions in accordance with authoritative guidance on accounting for uncertainty in income taxes. As of
December 31, 2020 and June 30, 2020, our cumulative unrecognized tax benefits were $5.7 million and $5.4 million, respectively. Included in the balance
of unrecognized tax benefits at December 31, 2020 and June 30, 2020 was $0.1 million that if recognized would affect the effective tax rate.
We recognize interest and penalties related to unrecognized tax benefits as part of our provision for income taxes. We accrued zero for the payment
of interest and penalties at December 31, 2020 and June 30, 2020.
We file income tax returns with the Internal Revenue Service, or IRS, California, various states and foreign tax jurisdictions in which we have filing
obligations. The statute of limitations remains open from fiscal 2017 for federal tax purposes, from fiscal 2016 in state jurisdictions, and from fiscal 2015 in
foreign jurisdictions. Fiscal years outside the normal statute of limitations remain open to audit by tax authorities due to tax attributes generated in those
early years which have been carried forward and may be audited in subsequent years when utilized.

39

Table of Contents

Due to operating losses in previous years and continued earnings volatility, we maintain a valuation allowance on the majority of our foreign deferred
tax assets. Our valuation allowance at June 30, 2020 was $46.8 million. In evaluating our ability to recover our deferred tax assets each quarter, we
consider all available positive and negative evidence, including current and previous operating results, ability to carryback losses for a tax refund, and
forecasts of future operating results.
Equity in net income of equity method investees. Equity in net income of equity method investees for the three and six months ended December 31,
2020 and 2019 includes our proportionate share of equity in our equity method investments.
Loss on discontinued operations.
Our loss on discontinued operations of $4.0 million in the six months ended December 31, 2019 consisted of a $0.8 million loss from operations of
our Ads Business and a loss of $4.9 million from the sale of our Ads Business in August 2019. Our loss from the sale of the Ads Business of $4.9 million
included $1.9 million comprising severance for Ads Business employees who were not offered employment with inMarket and acceleration of stock-based
awards vesting for certain Ads Business executives who were not offered employment with inMarket, and $0.4 million comprising legal fees and thirdparty consulting fees associated with the inMarket Transaction.
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Liquidity and capital resources
The following table sets forth the major sources and uses of cash, cash equivalents and restricted cash for continuing operations for each of the
periods set forth below (in thousands):
Six Months Ended
December 31,
2020
2019

Net cash provided by operating activities
Net cash provided by (used in) investing activities
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash, cash equivalents and restricted cash
Net increase in cash, cash equivalents and restricted cash, continuing operations

$

$

9,947 $
7,406
(1,473)
899
16,779 $

34,513
(34,950)
3,139
(85)
2,617

At December 31, 2020, we had cash, cash equivalents and short-term investments of $113.0 million, which primarily consisted of corporate bonds,
asset-backed securities, municipal securities, U.S. agency securities and U.S. treasury securities held. Our cash, cash equivalents and short-term
investments are held and managed by financial institutions that are required to adhere to our investment policy.
Our accounts receivable are heavily concentrated in a small number of customers. As of December 31, 2020, our accounts receivable balance was
$44.0 million, of which Ford and GM represented 36% and 47%, respectively.
Our future capital requirements will depend on many factors, including our ability to continue to increase our billings and control our expenses in
fiscal 2021 and beyond, whether and when we return to profitability on a quarterly basis particularly in light of automobile manufacturing plant closures
and the economic recession resulting from the COVID-19 pandemic, the timing and extent of expenditures to support development efforts, the extent of our
research and development and sales and marketing activities and the size of our related headcount, the introduction of our new and enhanced service and
product offerings and the timing and scale of the introduction of vehicles including our navigation products relative to when we are required to develop the
product. We believe our cash, cash equivalents and short-term investments will be sufficient to satisfy our financial obligations through at least the next 12
months. However, while we generated cash from operations in fiscal 2020 and 2019, we may use cash in operating activities in fiscal 2021 if there are
further automobile manufacturing plant closures or weak demand for new vehicles, or if revenue or collections are lower than we anticipate or we incur
greater than expected cost of revenue or operating expenses. Our revenue and operating results could be lower than we anticipate if, among other reasons,
our customers, on two of which we substantially depend for a large portion of our billings and revenue, limit or terminate our relationships with them, if
those OEMs are unable to keep open automobile manufacturing plants or demand for new vehicles is weak due to COVID-19 related recessionary trends,
we fail to successfully compete in our highly competitive market or our revenue falls more than we anticipate or does not grow as we expect or we are
required to record losses related to our ownership interest in inMarket and other equity investments. In the future, we may acquire businesses or
technologies or license technologies from third parties, and we may decide to raise additional capital through debt or equity financing to the extent we
believe this is necessary to successfully complete these acquisitions or license these technologies. However, additional financing may not be available to us
on favorable terms, if at all, at the time we make such determinations, which could have a material adverse effect on our business, operating results,
financial condition and liquidity and cash position.
Net cash provided by operating activities. Net cash provided by operating activities was $9.9 million and $34.5 million in the six months ended
December 31, 2020 and 2019, respectively. Cash provided by or used in operating activities is affected by the level of revenues in our automotive business
and associated changes in our operating costs, which are primarily driven by headcount related costs and royalty payments for portions of the content
provided in our products. In the six months ended December 31, 2020, cash provided by operating activities was primarily the result of net income of $3.3
million and non-cash charges for stock-based compensation of $5.5 million, depreciation and amortization of $1.4 million and operating lease amortization
net of accretion, of $1.7 million, which were partially offset by non-cash equity in net income of equity method investees of $1.9 million and $0.1 million
from changes in our operating assets and liabilities.
In the six months ended December 31, 2019, cash provided by operating activities was primarily the result of net income of $9.1 million, adjusted for
loss from discontinued operations of $4.0 million, and non-cash charges for stock-based compensation of $3.2 million, depreciation and amortization of
$1.9 million, operating lease amortization, net of accretion, of $1.3 million and $15.8 million from changes in our operating assets and liabilities. The
timing of liability payments impacted the change in operating assets and liabilities.
Net cash provided by (used in) investing activities. Our investing activities provided (used) $7.4 million and $(35.0) million during the six months
ended December 31, 2020 and 2019, respectively. Cash flows from investing activities have
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historically been affected by purchases, sales and maturities of short-term investments, purchases of property and equipment, purchases of long-term
investments, and acquisitions. In the six months ended December 31, 2020, cash provided by investing activities was principally the result of proceeds
from sales and maturities of short-term investments, net of purchases, of $13.8 million, partially offset by purchases of long-term investments of $6.7
million.
In the six months ended December 31, 2019, cash used in investing activities was principally the result of purchases of short-term investments, net of
proceeds from sales and maturities, of $30.4 million and purchases of long-term investments of $3.5 million.
Net cash provided by (used in) financing activities. During the six months ended December 31, 2020 and 2019, our financing activities provided
(used) cash of $(1.5) million and $3.1 million, respectively. In the six months ended December 31, 2020, we used cash for the repurchase of our common
stock of $1.6 million and the utilization of $1.1 million for payment of tax withholdings related to net share settlements of RSUs, which were partially
offset by the receipt of $1.2 million provided from the purchase of shares under our ESPP.
In the six months ended December 31, 2019, we received cash of $8.3 million provided from the exercise of stock options, which was partially offset
by repurchases of our common stock of $4.0 million and the utilization of $1.1 million for payment of tax withholdings related to net share settlements of
RSUs.
Contractual obligations, commitments and contingencies
As of December 31, 2020, we had $16.3 million of future minimum non-cancelable financial commitments primarily related to office space under
operating leases and license fees due to certain of our third-party content providers, regardless of usage level. These commitments are primarily due within
four years.
Item 3.

Quantitative and Qualitative Disclosures about Market Risk.

Except for the broad effects of COVID-19 as a result of its negative impact on the global economy and financial markets, there have been no material
changes in market risk from the information provided in our Form 10-K.
Item 4.

Controls and Procedures.

Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our CEO and our Chief Financial Officer, or CFO, evaluated the effectiveness of our disclosure controls
and procedures as of December 31, 2020. The term “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, means controls and other procedures of a company that are designed to ensure that information
required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported,
within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to the company’s management, including its principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible
controls and procedures.
Based on the evaluation of our disclosure controls and procedures as of December 31, 2020, our CEO and CFO concluded that, as of such date, our
disclosure controls and procedures were effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) that
occurred during the three months ended December 31, 2020 that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting.
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Limitations on the Effectiveness of Controls
Control systems, no matter how well conceived and operated, are designed to provide a reasonable, but not an absolute, level of assurance that the
objectives of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of
controls must be considered 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. Because of the inherent limitations in any control system, misstatements
due to error or fraud may occur and not be detected.
COVID-19
We have not experienced any material impact to our internal controls over financial reporting despite the fact that most of our employees are working
remotely due to the COVID-19 pandemic. We are continually monitoring and assessing the COVID-19 situation on our internal controls to minimize the
impact on their design and operating effectiveness.
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PART II. OTHER INFORMATION
Item 1.

Legal Proceedings.

From time to time, we may be subject to legal proceedings and claims in the ordinary course of our business. For example, we have received, and
may in the future continue to receive, claims from third parties asserting infringement of their intellectual property rights. In addition, litigation may be
necessary to defend ourselves and our customers by determining the scope, enforceability and validity of third-party proprietary rights or to establish our
proprietary rights. From time to time, we also may be subject to claims from our third-party content providers that we owe them additional royalties and
interest, which claims may result in litigation if we and the third-party content provider are unable to resolve the matter. We cannot assure you with respect
to the outcome of any current or future litigation brought against us or pursuant to which we have indemnification obligations and the outcome could have
a material adverse impact on our business, operating results and financial condition.
On November 6, 2020, a stockholder complaint was filed in the Court of Chancery of the State of Delaware state court related to the Merger
Agreement: George P. Assad, Jr. v. Telenav, Inc., et al., C.A. No. 2020-0950-JTL (Del. Ch.) (filed Nov. 6, 2020) (the “Delaware Action” and such
complaint filed in the Delaware Action, the “Delaware Complaint”). The Delaware Complaint was brought by a putative stockholder against Telenav and
members of the Telenav Board of Directors and the special committee of Telenav’s Board of Directors, consisting entirely of independent and disinterested
directors (the “Special Committee”), asserting and it asserted one count for violation of Section 203 of the Delaware General Corporation Law (“Section
203”). Specifically, the Delaware Complaint alleged that Dr. Jin and/or his affiliated entities reached an “agreement, arrangement or understanding,” as
those terms are defined in Section 203, with Samuel Chen and/or his affiliates, prior to Special Committee and Board approval of the Merger, that shares
owned by Mr. Chen and/or his affiliates would be voted in favor of the Merger and, therefore, triggered Section 203’s requirement that at least 66 and twothirds percent of the outstanding stock unaffiliated with Dr. Jin and Mr. Chen vote in favor of the Merger. The Delaware Complaint sought, among other
things, an order enjoining the stockholder vote on the Merger. Telenav disputed the Delaware Complaint’s allegations, including the allegation that Dr. Jin
and Mr. Chen entered into any “agreement, arrangement, or understanding” with respect to the Merger prior to the Telenav Board of Directors’ approval of
the Merger and/or prior to the Board of Directors’ approval of any such “agreement, arrangement, or understanding.” Notwithstanding that, as of the date
of this filing, in order to moot the claims asserted in the Delaware Complaint to avoid more costly litigation and delays, Telenav has made it a requirement
that the Merger will be conditioned on the affirmative vote of the holders of (i) at least 66 and two-thirds percent of the outstanding shares of common
stock not beneficially owned by V99, Merger Sub, H.P. Jin, Samuel Chen, Fiona Chang, Yi-Ting Chen, Yi-Chun Chen, Changbin Wang and Digital Mobile
Venture Limited, and any affiliate of the foregoing or trust in which any of the foregoing are a beneficiary (collectively, the “Purchaser Group”), which
approval will also serve as a waiver of certain limitations set forth in Section 203 of the DGCL, and (ii) at least a majority of the outstanding shares of
common stock, as described in the section of Telenav’s proxy statement in connection with the proposed Merger (the “Proxy Statement”) captioned “The
Special Meeting of Telenav’s Stockholders—Votes Required,” and have entered into and filed with the Delaware Court of Chancery a stipulation
memorializing that agreement for the purpose of mooting the Delaware Action. As a result of this action, the plaintiff in the Delaware Action agreed to
voluntarily dismiss the Delaware Action and accordingly filed a notice of dismissal on December 23, 2020. The Court of Chancery entered the notice of
dismissal as an order on December 30, 2020, thereby dismissing the Delaware Action without prejudice and retaining jurisdiction to consider any
application for an award of attorney’s fees and expenses in connection with the plaintiff’s counsel’s prosecution of the Delaware Action.
As of the date of this filing, Telenav is aware of four other complaints filed in federal district court related to the Merger: Stein v. Telenav, Inc. et al.,
Case 5:20-cv-09314-SVK (N.D. Cal.) (filed Dec. 23, 2020) (the “Stein Complaint”), Dang v. Telenav, Inc. et al., Case 1:20-cv-11116 (S.D.N.Y) (filed Dec.
31, 2020) (the “Dang Complaint”), Secor v. Telenav, Inc. et al., Case 1:21-cv-00083 (S.D.N.Y.) (filed Jan. 5, 2021) (the “Secor Complaint”), and Essemann
v. Telenav, Inc. et al., Case 1:21-cv-00103 (S.D.N.Y.) (filed Jan. 6, 2021) (the “Essemann Complaint”), Madell v. Telenav, Inc. et al., Case 1:21-cv-00106
(E.D.N.Y.) (filed Jan. 8, 2021) (the “Madell Complaint”), and Ryan v. Telenav, Inc. et al., Case 5:21-cv-00506 (N.D. Cal.) (filed Jan. 21, 2021) (the “Ryan
Complaint” and, together with the Stein Complaint, the Dang Complaint, and the Secor Complaint, the Essemann Complaint and the Madell Complaint, the
“Federal Complaints”). Each of the Federal Complaints was filed on behalf of a purported Telenav stockholder, and the complaints contain similar
allegations. Each of the Federal Complaints alleges that the Proxy Statement is materially false and misleading in violation of Sections 14(a) and 20(a) of
the Securities Exchange Act of 1934. Each of the Federal Complaints alleges that the Proxy Statement’s disclosures related to B. Riley’s fairness opinion
are inadequate because the Proxy Statement fails to disclose certain inputs into the analyses underlying that fairness opinion. The Secor, Essemann, Madell,
and Ryan Complaints further allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose certain details about
B. Riley’s compensation and the extent to which B. Riley performed past services for the counterparties to the Merger.
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The Stein, Dang, Secor, Madell, and Ryan Complaints also allege that the Proxy Statement’s disclosures related to Telenav’s Fiscal 2021 Plan and its
Long Term Financial Model (the “Projections”) are inadequate because the Proxy Statement fails to provide the value of certain line items used to calculate
various non-GAAP financial measures included in the Projections. The Stein, Dang, and Madell Complaints further allege that the Proxy Statement lacks
disclosures reconciling those non-GAAP financial measures to the most comparable GAAP measures.
The Secor, Madell, and Ryan Complaints also allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to
disclose the “Maintenance Projections” Telenav’s management provided to B. Riley in connection with its financial analysis.
The Secor and Madell Complaints also allege that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose the
specific nature of discussions during the merger process about the need to update Telenav’s long-term financial forecast, and also fails to disclose whether
Telenav entered into any new non-disclosure or confidentiality agreements with third parties during the go-shop period.
The Essemann Complaint also alleges that the Proxy Statement’s disclosures are inadequate because the Proxy Statement fails to disclose cash flow
projections and instead discloses only “Adjusted EBITDA” projections.
Each of the Federal Complaints seeks, among other things, an order enjoining the Merger’s consummation unless Telenav makes additional
disclosures that remedy the alleged omissions described above. We believe all of the Complaints are baseless.
While we currently believe that the ultimate outcome of these proceedings, individually and in the aggregate, will not materially harm our financial
position, cash flows or overall trends in results of operations, legal proceedings are subject to inherent uncertainties and unfavorable rulings could occur
and will at least cause Telenav to incur additional legal fees and potential settlement costs. Unfavorable outcomes or settlements we may enter into could
have a material adverse impact on our business, financial position, cash flows or overall trends in results of our operations.
In addition, we have received, and expect to continue to receive, demands for indemnification from our customers and OEM partners, which demands
can be very expensive to settle or defend, and we have in the past offered to contribute to settlement amounts and incurred legal fees in connection with
certain of these indemnity demands. In response to these demands we may be required to assume control of and bear all costs associated with the defense of
our customers in compliance with our contractual commitments.
We have also agreed to indemnify certain of our officers and members of our Board of Directors (and, under contract, certain third-party advisors to
the Company, our Board of Directors and the Special Committee) to the extent claims are asserted against them in connection with the Merger.
Large future indemnity payments and associated legal fees and expenses with respect to pending and future litigation, could materially harm our
business, operating results and financial condition and create uncertainty regarding our business, any of which could also cause the price of our common
stock to decline.
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Item 1A.

Risk Factors.

We operate in a rapidly changing environment that involves numerous uncertainties and risks. The following risks and uncertainties may have a
material and adverse effect on our business, financial condition or results of operations. In addition, the impact of COVID-19 and any worsening of the
economic environment may exacerbate the risks described below, any of which could have a material impact on us. This situation is changing rapidly and
additional impacts may arise that we are not aware of currently. You should consider these risks and uncertainties carefully, together with all of the other
information included or incorporated by reference in this Form 10-Q. If any of the risks or uncertainties we face were to occur, our business, financial
condition, operating results, and prospects could be materially harmed. In that event, the price of our common stock could decline, and you may lose all or
part of your investment.
RISKS RELATED TO OUR PROPOSED ACQUISITION BY V99
We entered into a merger agreement with V99, which is led by HP Jin, our Co-Founder, President and Chief Executive Officer, to acquire all of our
outstanding shares, and uncertainty regarding the Merger and/or announcements related to a transaction will impact our business, financial condition,
results of operations, and the market price of our common stock.
On November 2, 2020, we entered into the Merger Agreement with V99 and Merger Sub, providing for the merger of Merger Sub with and into
Telenav, with Telenav surviving the Merger as a wholly owned subsidiary of V99. The Merger Agreement provides that, at the Effective Time, each share
of Company Common Stock issued and outstanding immediately prior to such time (other than shares held in treasury and dissenting shares) will be
cancelled and extinguished, and automatically converted into the right to receive cash in an amount equal to the Merger Consideration. The Merger
Agreement also provides for the cancellation of out-of-the-money options; the conversion of in-the-money options to the right to receive the Merger
Consideration less the applicable exercise price and withholding taxes; the conversion of unvested restricted stock units into the unsecured right to receive
the Merger Consideration less applicable withholding taxes, subject to the satisfaction of time-based vesting and other terms that applied to such unvested
restricted stock units and subject to any other written agreements with the holders thereof; and the cash out of vested restricted stock units for the Merger
Consideration less applicable withholding taxes.
Because the Merger is subject to conditions including the Company Stockholder Approval and the Two-Thirds of the Minority Approval, we cannot
be certain that those conditions will be satisfied and the Merger will close. In addition, if V99 fails to complete the Merger due to its failure to obtain
financing, our remedy will be limited to terminating the Merger Agreement as a result of V99’s failure to close and receiving a termination fee of $3.5
million.
Failure to complete, or delays in completing, the Merger could materially and adversely affect our results of operations and stock price.
Consummation of the Merger is subject to the conditions described therein, including the Majority of the Minority Approval. We cannot assure you
that we will be able to successfully consummate the Merger as currently contemplated under the Merger Agreement or at all. Risks related to the failure of
the proposed Merger to be consummated include the following:
•

we will remain liable for significant transaction costs, including legal, accounting, financial advisory and other costs relating to the Merger,
some of which will be payable regardless of whether the Merger is consummated;

•

under some circumstances, we may have to pay a termination fee to V99 in the amount of $3.5 million or $2.0 million, depending on the
circumstance;

•

the attention of our management and employees may be diverted from day-to-day operations during the period up to the completion of the
Merger;

•

our business may be disrupted by customer uncertainty over when or if the Merger will be completed;

•

under the Merger Agreement, we are subject to certain restrictions on the conduct of our business prior to completing the Merger, which
restrictions could adversely affect our ability to conduct business as we otherwise would have done if we were not subject to these restrictions;
and

•

employee turnover may increase and our ability to retain current key employees or attract new employees may be harmed by uncertainties
associated with the proposed Merger.

The occurrence of any of these events individually or in combination could materially and adversely affect our results of operations and stock price.
In addition, as a result of the proposed Merger we will incur additional costs, including costs directly associated with the Merger, and defense and potential
settlement of litigation asserted in connection with the Merger.
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The announcement and pendency of the Merger could cause disruptions in our business, which could have an adverse effect on our business and
financial results, and consequently on the combined company.
We have operated and, until the consummation of the Merger, will continue to operate, independently. Uncertainty about the effect of the Merger on
customers and employees may have an adverse effect on us and consequently on the combined company. In response to the announcement of the Merger
Agreement, our existing or prospective customers or suppliers may:
•

delay, defer or ease purchasing products or services from or providing products or services to us;

•

delay or defer other decisions concerning us; or

•

create uncertainty among current and prospective customers about our financial resources after the Merger as we will not have short-term access
to public capital markets; or

•

otherwise seek to change the terms on which they do business with us.

Any such delays or changes to terms could seriously harm our business. In addition, as a result of the Merger, current and prospective employees
could experience uncertainty about their future with us. These uncertainties may impair the ability of each company to retain, recruit or motivate key
personnel.
The following risk factors assume that we are and remain a stand-alone company, except as otherwise noted.
RISKS RELATED TO THE CONTINUING EFFECT OF COVID-19
We face significant risks related to the COVID-19 pandemic and related economic recession, which we expect to continue, and which could
significantly disrupt our operations and have a material adverse effect on our results of operations and financial condition.
Our business will be adversely impacted by the continuing effects of the COVID-19 pandemic and related economic recession resulting from a
cessation or significant reduction of business activities, which could continue for an extended period.
The COVID-19 pandemic and related adverse public health developments have caused and will continue to cause disruption to our business
operations resulting from shelter-at-home orders, quarantines, self-isolations, or other movement restrictions on the ability of our employees to perform
their jobs that may impact our ability to develop and design our products in a timely manner or meet required milestones or customer commitments. For
example, our automotive manufacturer partners closed manufacturing plants in response to the COVID-19 pandemic and only re-opened them in the three
months ended June 30, 2020 for production in North America and Europe. Because we receive revenue when new vehicles are manufactured, our revenue
was negatively affected by the cessation of manufacturing operations, and will continue to be until operations resume full capacity. Recent increases in the
number of new COVID-19 cases may result in additional plant shut-downs or increased social distancing measures that further reduce OEM manufacturing
operations, including below our current forecasts. In addition, public health problems resulting from the COVID-19 pandemic and precautionary measures
instituted by governments and businesses to mitigate its spread, including travel restrictions and quarantines, have contributed to a general, significant and
continuing downturn in the global economy, which has had a direct impact on the demand for our products and on our operating results. The COVID-19
pandemic has also caused significant volatility in financial markets, including the market price of our stock and has raised the prospect of an extended
global recession. We anticipate that the economic recession resulting from the COVID-19 pandemic and related unemployment will substantially weaken
demand for new vehicles and, as a result, our revenue may be substantially negatively affected.
Our revenue and prospects for continued business directly depend upon the volume of new vehicles being produced by our automobile manufacture
partners and program development for new vehicles by prospective customers. The COVID-19 pandemic, related adverse public health developments and
prospects for a global recession have directly impacted the businesses of our automobile manufacturer partners, such as GM, Ford and Toyota, including
resulting from shelter-in-place orders and restrictions on employees’ ability to work, office and factory closures, disruptions to ports and other shipping
infrastructure, border closures and other travel or health-related restrictions. The previous shutdowns and gradual resumption of manufacturing operations
by Ford, GM and our other automobile manufacturer partners, and continued periods of reduced operating levels, will decrease our revenue, operating
results, financial condition and cash flows until the automobile manufacturer partners resume full production levels. As these conditions continue, they will
also negatively impact our ability to maintain cash balances to support our operations and future investments. For example, in the three months ended June
30, 2020 and September 30, 2020, our cash used in operating activities was $14.4 million and $5.0 million, respectively.
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In addition, we cannot assure that any decrease in our revenue while these shutdowns or reduced vehicle production continue will be offset by
increased revenue in subsequent periods as our OEM partners resume vehicle production, as we expect high levels of unemployment and the resulting
recession to further weaken demand for new vehicles. Should these conditions continue, they would also negatively impact our ability to maintain cash
balances to support our operations and future investments. We cannot predict when that may occur, and at what level our automobile manufacturer
customers produce vehicles if further plant closures occur or additional social distancing measures are required. It is likely that for an extended period the
production rate will be substantially below maximum production or levels which preceded the COVID-19 shutdown. While we maintain what we believe
are sufficient cash balances to support our operations, we believe such periods of cash usage in our operations could continue for the near-to-medium-term,
and until our automobile manufacturer partners resume full production.
We rely on production forecasts from our automobile manufacturer partners to forecast our revenue for future periods and make decisions regarding
the expenses we incur. We anticipate that our automobile manufacturer partner forecasts may be revised substantially and may be less reliable for longer
periods. As a result, we may not be able to provide guidance for future periods with any level of certainty and we may be unable to adjust our spending in a
timely manner if production forecasts upon which we base our revenue forecasts are not as reliable as they have been historically.
Changes in our operations in response to the COVID-19 pandemic or resulting employee illnesses may also result in inefficiencies or delays,
including in sales and product development efforts and additional costs related to business continuity initiatives, that we may not be able fully to mitigate,
whether through succession planning, improved management, employees working remotely or teleconferencing technologies. In addition, a substantial part
of our workforce is outside of the United States in jurisdictions where our ability to terminate or furlough employees without pay may be limited or subject
to complex and costly processes. Therefore, if we determine that we need to reduce costs by terminating or furloughing personnel in these jurisdictions, our
ability to do so in a timely and cost-effective manner may be limited.
Although the magnitude of the impact of the COVID-19 pandemic on our business and operations remains uncertain, the continued spread and/or a
prolonged economic downturn will likely reduce demand for our products and services. In addition, as a result of the COVID-19 pandemic, we have seen
automobile OEMs cancel or delay programs that would have included our products and services. While we cannot reasonably estimate the full extent and
impact of the pandemic, we currently believe it will in the short-run and may over the longer term materially and adversely affect our consolidated
business, results of operations and financial condition.
RISKS RELATED TO OUR INDUSTRY AND CONCENTRATION OF OUR OEM CUSTOMER BASE
We are dependent on a few OEM partners — principally Ford and GM — for a substantial portion of our billings and revenue, and our business,
financial condition and results of operations will be significantly harmed if our billings and revenue from Ford and GM decline or if they transition to
competitive offerings. The transition of OEMs to Android-based operating systems could increase the risk of OEMs, such as Ford and GM,
transitioning away from our products and services and a decline in our billings and revenue as a result.
Ford represented approximately 45% and 45% of our revenue and approximately 45% and 42% of our billings in the six months ended December 31,
2020 and 2019, respectively. GM represented approximately 46% and 28% of our revenue and approximately 48% and 28% of our billings in the six
months ended December 31, 2020 and 2019, respectively. Ford represented approximately 44%, 62% and 76% of our revenue and 44%, 54% and 74% of
our billings in fiscal 2020, 2019 and 2018, respectively. GM represented approximately 34%, 20% and less than 10% of our revenue and 33%, 21% and
less than 10% of our billings in fiscal 2020, 2019 and 2018, respectively.
We expect that Ford, GM and other automobile manufacturers and tier ones will account, at least in the near-term, for an increasing percentage of our
revenue and billings. However, our total revenue and billings could decline if Ford or GM determine to offer on their vehicles third-party platforms or
solutions in place of ours. For example, Ford offers Apple’s CarPlay and Google’s Android Auto on its vehicles in North America equipped with its SYNC
3 platform. GM also offers Apple’s CarPlay and announced on September 5, 2019 that it intended to utilize Google Auto Services, or GAS, solutions and
Google’s Android Auto on certain models beginning with GM’s model year 2022, which may reduce the number of new GM models and vehicles in which
our products and services are provided over the remaining term of our agreements with GM. Our existing contract with Ford to develop navigation
products and services on Ford’s SYNC 4 platform extends to new vehicles through 2022 for distribution to the North American markets. Ford announced
on February 1, 2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price points beginning in 2023,
which may significantly reduce the number of new Ford models and vehicles in which our products and services are provided over the remaining term of
our agreements with Ford. This could begin as early as Ford’s model year 2023. However, we do not have visibility of the timing or scope of such a
transition, the models that would be affected or the scope of any products or services
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we might provide to Ford’s customers through an Android-based operating system. We believe our Android-based navigation products and services will be
competitive with alternatives Ford may consider for inclusion in an Android-based operating system. However, we may not be able to mitigate the effect of
any lost billings and reduced revenue, and our business, financial condition, results of operations and prospects could be materially adversely affected, our
stock price could be volatile, and it may be difficult for us to achieve and maintain profitability.
We incurred losses in each period from fiscal 2015 through our first quarter of fiscal 2020. Although we were profitable for part of fiscal 2020, we may
incur additional losses in fiscal 2021, and we cannot predict when, or if, we will return to consistent profitability.
As a percentage of revenue, our net income was 2% and 6% in the six months ended December 31, 2020 and 2019, respectively.
We may incur additional net operating losses during fiscal 2021, as we face many uncertainties and we expect to see continued impact from the
COVID-19 pandemic.
Our revenue, like most, if not all, automotive-related businesses, depends upon the volume of new vehicles being produced. The previous shutdowns
due to the COVID-19 pandemic and gradual resumption of manufacturing operations by Ford, GM and other automobile manufacturer partners will
negatively impact our revenue and operating results, perhaps significantly, while they continue and until they resume full production. Additional shutdowns or social distancing measures as a result of recent spikes in COVID-19 cases may also result in decreases in vehicle production. The high levels of
unemployment and recession resulting from the COVID-19 pandemic are also likely to result in weak demand for new vehicles, which would negatively
affect our revenue and operating results for a sustained period.
We also expect that we may incur net operating losses due to the costs we expect to incur prior to generating revenue in connection with new
automotive navigation products and services that will not be integrated into production vehicles for several years, if at all. The time required to develop,
test and deploy products between the time we secure the award of a new contract with any automobile manufacturer or tier one, and the timing of revenue
thereunder, as well as a substantial required upfront investment in research and development resources prior to entering into contracts with automobile
manufacturers and tier ones, will continue to contribute to these losses. We also expect to continue to experience pressure on pricing in our negotiations
with automobile manufacturers and tier ones as we enter into negotiations for contract renewals or new products where we are competing with larger
suppliers that are competing on price, rather than features, or for vehicles where customers are price sensitive regarding navigation solutions or where the
automobile manufacturer is offering or is considering brought-in solutions such as Apple’s CarPlay or Google’s Android Auto.
Our efforts to develop new services and products and attract new customers require investments in anticipation of longer-term revenue. For example,
the design cycle for automotive navigation products and services is typically 18 to 24 months, and in order to win designs and achieve revenue from this
growth area, we typically have to make investments two to four years before we anticipate receiving revenue, if any. This is the case for our current
relationships with GM and Ford. In addition, the revenue we may receive at initial launch may not be significant depending on the automobile
manufacturer’s or tier one’s launch timing schedule across vehicle models and regions. For example, although our hybrid product with GM launched in
February 2017, it only launched in select vehicle models and we do not have any control over when and whether it launches in other GM models. In
addition, GM announced in September 2019 that effective in 2021 (model year 2022), it will begin offering vehicles with GAS. The relationship GM
announced with GAS may reduce the number of new GM models and vehicles in which our products and services are provided over the remaining term of
our agreements with GM. Our contract with Ford covers a broad range of products and services, including navigation solutions for Ford in North America
for new vehicles through 2022. Garmin announced in January 2020 a relationship with Ford to integrate Garmin’s navigation technology into Ford’s nextgeneration SYNC communications and entertainment system. The relationship Garmin announced with Ford and any transition to a different platform
adopted by Ford may reduce the number of new Ford models and vehicles in which our products and services are provided. In addition, Ford announced on
February 1, 2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price points beginning in 2023,
which may significantly reduce the number of new Ford models and vehicles in which our products and services are provided over the remaining term of
our agreements with Ford. We expect this will have a significant negative impact on our revenue in future years but are currently unable to determine the
scope and timing of the impact.
We are required to recognize certain automotive revenue over time if there are contractual service periods or other obligations to fulfill, such as
specified contractual deliverables. Certain contractual service periods or other obligations currently extend up to eight years. We also intend to make
additional investments in systems and continue to expand our operations to support diversification of our business. As a result of these factors, we believe
we may incur a net loss during fiscal 2021, and we cannot predict when, or if, we will return to consistent profitability or the growth that we anticipate.
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The success of our automotive navigation products may be affected by the number of vehicle models offered with our navigation solutions, as well as
overall demand for new vehicles.
Our ability to succeed long term in the automotive industry depends on our ability to expand the number of models offered with our navigation
solutions by our current automobile manufacturer customers. We are also dependent upon our ability to attract new automobile manufacturers and tier ones.
For automobile manufacturers with whom we have established relationships, such as Ford and GM, our success depends on continued production and sale
of new vehicles offered with, and adoption by end users of, our products when our product is not a standard feature. Our on-board and hybrid solutions may
not satisfy automobile manufacturers’ or end customers’ expectations for those solutions. If automobile manufacturers and tier ones do not believe that our
services meet their customers’ needs, our products and services may not be designed into future model year vehicles. As we move forward, our existing
automobile manufacturers and tier ones may not include our solutions in future year vehicles or territories, which would negatively affect our revenue from
these products. Production and sale of new vehicles are subject to delay due to forces outside of our control, such as natural disasters, pandemics, parts
shortages and work stoppages, as well as general economic conditions. For example, in March 2020, Ford and GM ceased production in the United States
and Europe due to the COVID-19 pandemic and related shelter-in-place orders. A recent spike in COVID-19 cases may result in additional shut-downs or
social distancing measures that could decrease new vehicle production. In addition, we have seen automobile OEMs cancel or delay programs that we
expected would include our products and services.
If we fail to comply with our automobile manufacturer and tier-one contracts, our business, financial condition and results of operations could suffer.
Our contracts with our automobile manufacturer and tier-one customers include increasingly specialized, complex and strict performance
requirements. We have experienced and may continue to experience increased challenges in achieving certain milestones under our contracts with our
automobile manufacturer and tier-one customers, such as Ford and GM, our largest OEM customers, as well as other tier-one customers, and may not be
able to demonstrate those milestones on a timely basis or otherwise as required under our agreements. This could cause our automobile manufacturers, such
as Ford and GM, and other tier-one customers to reduce their level of business with us or to utilize third-party platforms or solutions in place of ours in
future model years. In addition, our automobile manufacturer and tier-one customers regularly evaluate our capabilities against those of our competitors
and may even engage one or more of our competitors as a dual source supplier. Any failure by us to timely perform under our automobile manufacturer and
tier-one contracts could at any time result in the termination of those contracts, the awarding of work to one or more of our competitors, or other adverse
actions. Further, any negative publicity related to our automobile manufacturer or tier-one contracts or any proceedings surrounding them, regardless of its
accuracy, may damage our business by affecting our ability to compete for new contracts. If one of our automobile manufacturers or tier-one contracts is
terminated, or if our ability to compete for new contracts is adversely affected, our business, reputation, financial condition and results of operations could
suffer.
We may not be successful at adapting our business model for the Chinese automotive navigation market, which may reduce our revenue per vehicle.
Demonstrating growth in the Chinese market is an important component of our global growth strategy. While we have significant research and
development facilities in China, we have a limited business presence and, so far, have not been successful in expanding our automotive entry in the Chinese
market. The COVID-19 pandemic also disrupted significantly our operations in China and delayed various initiatives with existing and potential OEM
partners. Although business activities in China have resumed, we may not be able to retain the interest of and further our relationships with existing and
potential OEM partners due to the recessionary economic effects of the COVID-19 pandemic. The automotive software market in China is also highly
competitive. This competition comes from large international automotive software providers as well as strong domestic providers. The Chinese navigation
software market is seeing transition towards new business models by third-party navigation product vendors, such as substantially lower per-unit license
fees that are intended to be offset by opportunities to monetize navigation usage in additional ways that may include, but not be limited to, advertising,
usage-based insurance and utilizing data to create high-definition maps. Global platform navigation products tend to fare poorly in China. For example, our
revenue from Ford China declined materially in fiscal 2018, 2019 and 2020, and we expect it to continue to decline in the absence of a new, localized
product. We may need to change or modify our license fee model in China in order to compete effectively. Our inability to do so may have a material
impact on our ability to continue to participate in the Chinese market. Even if we adopt new license fee models for China-based automobile manufacturers,
we may not recognize revenue from those new models sufficient to compensate us for the costs of supporting those automobile manufacturers in the shortterm, if at all. In addition, many of the same business model, pricing and licensing changes, could also impact us in additional markets including, but not
limited to, North America and Europe.
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We may not be successful in generating material revenue from automobile manufacturers and tier ones other than Ford and GM. As a result, our
business, financial condition and results of operations will be harmed if we are unable to diversify our automotive revenue.
Although we have attempted to mitigate our dependence on Ford and GM by establishing relationships with other automobile manufacturers and tier
ones, these relationships may not produce significant revenue if the products are launched in limited models or face competition from third parties. Even if
we are able to diversify our automotive navigation business through new relationships, customers may not elect to purchase automobile manufacturer and
tier-one navigation offerings that include our software and/or services, which may be for reasons unrelated to performance of our software or services.
Even if we win new awards, once those programs go into production, consumers may not widely adopt our navigation offerings or may criticize the
performance or quality of the navigation software and our reputation may be harmed. If customer purchase rates are less than we anticipate, or if our
relationships with one or more of these other automobile manufacturers and tier ones are terminated, or not renewed or extended, we may be unable to
effectively diversify our automotive navigation revenue and our business, financial condition and results of operations may be harmed.
We may be unable to enter into agreements to provide automotive navigation products if we do not offer navigation products that serve geographies
throughout the world or automobile manufacturers and tier ones are uncomfortable with our ability to support markets outside of the United States. Our
automobile manufacturer and tier-one customers may choose to partner with providers of location services with extensive international operations. We may
be at a disadvantage in attracting such customers due to our business being concentrated in the United States, and we may not be successful in other
geographies if customers are uncomfortable with the look and feel of our solutions. If we are unable to attract or retain such automobile manufacturer and
tier-one customers, our revenue and operating results will be negatively affected.
We may incur substantial costs when engaging with a new automotive navigation customer and may not realize substantial revenue from that new
customer in the short-term, if at all.
The design and sales cycle for on-board or brought-in automotive navigation services and products is long and requires significant up-front and
ongoing research, engineering and other development investments to secure and support those relationships. As a result, we may not be able to achieve
significant revenue growth with new customers from the automotive navigation business in a short period of time, or at all. In addition, these lengthy cycles
make it difficult to predict if and when we will generate revenue from new customers or when, if at all, we may recoup the up-front and ongoing
investments we make in order to secure and support such business. For example, design wins for vehicles may be awarded 12 to 36 months prior to the
anticipated commercial launch of the vehicle.
In 2014, we entered into a contract with GM to provide worldwide hybrid navigation solutions beginning in model year 2017 and continuing through
model year 2025, and our hybrid product launched in its first GM models, the Cadillac CTS and CTS-V, in February 2017. In May 2017, additional
vehicles through model year 2025 were added to this products and services agreement, and in January 2020 the agreement was extended to provide services
to subscribers until June 30, 2031. In April 2020, we also entered into a related agreement with GM wherein we agreed to provide certain service-based
deliverables and further enhance the customized software for additional consideration, which we currently understand GM will use in certain of its model
year 2021 and later vehicles. As part of the agreement, we also resolved an open matter with GM relating to potential future adjustments by GM to its
demand or purchase forecasts. However, our contract with GM does not assure us of minimum order quantities, overall or during any period. For example,
on September 5, 2019, GM announced that it intended to utilize GAS solutions on certain models beginning with model year 2022. The relationship GM
announced with GAS may reduce the number of new GM models and vehicles in which our products and services are provided over the remaining term of
our agreements with GM. We cannot assure you that our products will be in a wide variety of geographic markets in which GM sells vehicles in or across a
variety of models and brands, or that we will continue to receive material revenue from these products and services.
Our contract with Ford covers a broad range of products and services that we provide to Ford. Effective as of June 16, 2020, we entered into an
amendment to our contract with Ford that extends the term of the agreement to December 31, 2033 for each jurisdiction in which we currently provide our
products to Ford. On December 14, 2017, Ford also selected us to provide its next-generation navigation solution in North America, subject to certain
conditions. The terms of this next-generation navigation solution were embodied in an amendment executed in December 2018 that sets forth the terms and
conditions for the Ford SYNC 4 deliverables for new vehicles through 2022. The parties entered into an amendment effective June 16, 2020 extending our
service and warranty obligations under the agreement to December 31, 2029 for North America production. We were not awarded the contracts for Europe,
South America and Australia and New Zealand, and Garmin recently announced in 2020 a relationship with Ford to integrate Garmin’s navigation
technology into Ford’s next-generation SYNC communications and entertainment system. The relationship Garmin announced with Ford and any transition
by Ford to other platforms such as Android may reduce the number of new Ford models and vehicles in which our products and services are provided. In
addition,
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Ford announced on February 1, 2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price points
beginning in 2023, which may significantly reduce the number of new Ford models and vehicles in which our products and services are provided over the
remaining term of our agreements with Ford. We expect this will have a significant negative impact on our revenue in future years but are currently unable
to determine the scope and timing of the impact.
We have a partnership with Toyota for Toyota and Lexus vehicles and a separate partnership with Xevo, a tier-one supplier to Toyota, for another
navigation solution for Toyota and Lexus vehicles. While we saw expansion of our latest version of Scout GPS Link solution across more Toyota and
Lexus models through fiscal 2019, we expect Toyota to limit or reduce the number of models or vehicles on which Scout GPS Link is offered by Toyota
and Lexus, beginning in model year 2021, due in part to the offering of alternative brought-in solutions such as Apple’s CarPlay, which Toyota recently
announced it is offering across certain Toyota models, and the expanded offering of Google’s Android Auto solution across more automobile
manufacturers. In addition, during the fourth quarter of 2019, Telenav entered into an amended agreement with Xevo, under which we received a one-time
$17.0 million cash pre-payment in exchange for removing a contractual minimum unit commitment that otherwise would have resulted in a payment to us
in 2027. We recorded the receivable as deferred revenue in the fourth quarter of fiscal 2019 and we are recognizing it as revenue over future periods. We
currently expect that our contract with Xevo relating to the implementation of our solutions in Toyota and Lexus vehicles will remain in place through
2026. We cannot assure you that we will receive significant revenue from the solutions for Toyota in the long-term. While we continue to invest in our
existing and new relationships with automobile manufacturers, if our products do not meet the consumer’s expectations, automobile manufacturer
customers may not continue to offer our solutions.
We also may not price our solutions in such a way that is profitable for us and enables us to recoup the development expenses we incurred to provide
such solutions in the time we expect or at all. Development schedules for automotive navigation products are difficult to predict, and there can be no
assurance that we will achieve timely delivery of these products to our customers. To the extent that we charge service fees beyond an initial fee at the time
the vehicle is purchased, we may not be successful in gaining traction with customers to provide services and charge ongoing monthly or annual fees
outside of the traditional on-board navigation service model.
Our ability to build demand for our automotive navigation products and services is also dependent upon our ability to provide the products and
services in a cost-effective manner, which may require us to renegotiate map and POI content relationships to address the specific demands of our
automotive navigation products and services. If we are unable to improve our margins, we may not be able to operate our automotive navigation business
profitably. If we fail to achieve revenue growth in any of our automotive navigation solutions (whether on-board, brought-in or other), we may be unable to
achieve the benefits of revenue diversification. In addition, our map and content suppliers, HERE North America, LLC, or HERE, and TomTom North
America, Inc., or TomTom, are also becoming competitors through the offering of their own automotive navigation services.
RISKS RELATED TO OUR OPERATIONS, HOW WE DO BUSINESS AND OUR POSITION IN OUR MARKET
Our quarterly revenue and operating results have fluctuated in the past and may fluctuate in the future due to a number of factors. As a result, we may
fail to meet or exceed the expectations of securities analysts or investors, which could cause our stock price to decline.
Our quarterly revenue and operating results may vary significantly in the future. Therefore, you should not rely on the results achieved in any one
quarter as an indication of future performance and period-to-period comparisons of our revenue and operating results may not be meaningful. Our quarterly
results of operations may fluctuate as a result of a variety of factors, including, but not limited to, those listed below, many of which are outside of our
control:
•

the prior decisions by GM, Ford and other OEM manufacturers, to suspend vehicle production, uncertainty about the pace of resumed
production, and the production levels they may return to in the foreseeable future resulting from weakened demand resulting from the economic
recession associated with the COVID-19 pandemic;

•

the ability of automobile manufacturers to sell automobiles equipped with our products;

•

GM’s decision, announced on September 5, 2019, to utilize the GAS offering and any similar decisions of other automobile manufacturers and
partners, such as Ford, to utilize other third-party offerings, such as offerings provided by GAS, Amazon, Apple and others, in future model
years;

•

Ford’s announcement on February 1, 2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at
all price points beginning in 2023, which may reduce the number of new Ford models and vehicles in which our products and services are
provided over the remaining term of our agreements with Ford. We
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expect this will have a significant negative impact on our revenue in future years but are currently unable to determine the scope and timing of
the impact;
•

competitive in-car platforms and products, such as Apple’s CarPlay and Google’s auto initiatives, which are currently offered in North America
on Ford vehicles equipped with its SYNC 3 platform and most GM models;

•

our ability to define and implement effective review controls over unusual or non-recurring and significant transactions, and timely identify and
assess the accounting implications of terms in such unusual or non-recurring agreements;

•

the decision by Toyota to expand Apple’s CarPlay compatibility to certain of its 2019 model year and beyond Toyota and Lexus vehicles;

•

Ford’s announced intentions to modify its North America and European passenger car portfolio whereby it has begun phasing out certain car
models;

•

GM’s announced intentions to end production of certain passenger vehicles in North America;

•

work stoppage affecting our automobile manufacturer customers and their partners, such as the labor stoppage announced by GM workers in
September 2019, which reduced our revenue during the stoppage period and for some time thereafter;

•

the seasonality and unpredictability of new vehicle production, including tooling and assembly changes and plant shutdowns, including due to
disruptions at facilities of suppliers of essential components;

•

the potential disruption as a result of the departure of the United Kingdom from the European Union on automotive supply chains and potential
plant closures in the United Kingdom;

•

changes made to existing contractual obligations with a customer that may affect the nature and timing of revenue recognition, such as the
adoption of our map update solution for Ford’s customers in multiple geographies and its impact on the timing of our revenue recognition;

•

competitive pressures on automotive navigation pricing from low cost suppliers and for vehicles where consumers are extremely price sensitive;

•

the introduction and success of in-car integration, such as Google's in-car integration of Android Auto with Google Maps;

•

investments by HERE or TomTom in high definition maps that may be leveraged to displace our products and services in new vehicle models;

•

the seasonality of new vehicle model introductions and consumer buying patterns, as well as the effects of economic uncertainty on vehicle
purchases;

•

an outbreak of a contagious disease, similar to the COVID-19 outbreak, which may cause us or our customers to temporarily suspend our or
their operations in the affected city or country, including China;

•

the impact of tariffs and other trade negotiations on vehicle sales prices and supply chains;

•

the impact on vehicle sales resulting from tariffs on imported vehicles and parts and disruption to automobile manufacturer supply chains
resulting therefrom;

•

the effectiveness of our entry into new business areas;

•

the loss of our relationship, a change in our revenue model, a change in pricing, or a reduction in geographic scope with any particular customer;

•

poor reviews of automotive service offerings into which our navigation solutions are integrated resulting in limited uptake of navigation options
by car buyers;

•

warranty claims based on the performance of our products and the potential impact on our reputation with navigation users and automobile
manufacturers and tier ones;
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•

the sale of vehicle brands by automobile manufacturers to an automobile manufacturer with which we do not have an existing relationship;

•

the timing and quality of information we receive from our customers and the impact of customer audits of their reporting to us;

•

the inability of our automobile manufacturer customers to attract new vehicle buyers and new subscribers for connected services;

•

the timing of customized software development and other deliverables such as map updates;

•

the amount and timing of operating costs and capital expenditures related to the expansion of our operations and infrastructure through
acquisitions or organic growth;

•

the timing of expenses related to the development, acquisition or divestiture of technologies, products or businesses;

•

the cost and potential outcomes of existing and future litigation;

•

the timing and success of new product or service introductions by us or our competitors and customer reviews of those products or services;

•

the timing and success of marketing expenditures for our products and services;

•

the extent of any interruption in our services;

•

potential foreign currency exchange gains and losses associated with expenses and sales denominated in currencies other than the U.S. dollar;

•

general economic, industry and market conditions, including any change in U.S. interest rates, that impact expenditures for new vehicles,
smartphones and mobile location services in the United States and other countries where we sell our services and products;

•

changes in interest rates and our mix of investments, which would impact our return on our investments in cash and marketable securities;

•

potential gains or losses on non-marketable equity investments accounted for under the equity method

•

changes in our effective tax rates; and

•

the impact of new accounting pronouncements.

Fluctuations in our quarterly operating results might lead analysts and investors to change their models for valuing our common stock. As a result, our
stock price could decline significantly and we could face costly securities class action lawsuits or other unanticipated issues.
Our automotive revenue and earnings could fluctuate due to the complexities of revenue recognition and capitalization of expenses related to
customized products.
We adopted ASC 606, Revenue from Contracts with Customers, effective July 1, 2018, utilizing the full retrospective transition method. Under this
accounting methodology: royalty amounts earned are bifurcated when there exist various underlying obligations; revenue is recognized upon fulfillment of
the underlying obligation; and such obligations related to earned royalties generally can include an on-board navigation component recognized as revenue
once delivered and accepted, a connected services component recognized to revenue over the applicable service period, and a map update component
recognized as revenue upon periodic delivery. Due to the complexities of revenue recognition, we may be required to recognize certain revenue over
extended periods. For example, because customers of our brought-in automotive navigation solutions simultaneously receive and consume the benefit from
our performance, we recognize revenue ratably over the period we expect to fulfill the services obligation, which is generally 8 to 12 years, as we believe
this provides a faithful depiction of the transfer of control.
Revenue recognition could also be impacted by future amendments to automobile manufacturer and tier-one agreements could also impact our
recognition of revenue, such as by providing our map update solution in other regions, changes in procurement patterns, shipping terms and title transfer.
As our solutions encompass greater value-added services, there is
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potential for changes in the timing of our recognition of revenue. Investors and securities analysts may not understand the subtleties of these revenue
recognition requirements, and the trading prices of our common stock may be negatively affected.
In addition, our revenue recognition under our automobile manufacturer and tier-one agreements is becoming increasingly more complex with the
evolution of our value-added products and services, such as our hybrid navigation solutions. The agreements for these solutions can extend over several
years and require multiple deliverables. Given the length of our contractual obligations, which often extend beyond the manufacture and sale of the vehicle
when the royalty is determined and paid, we may have significant post-production obligations to provide brought-in navigation services or map updates
over an extended period of time. These extended obligations can result in a delay in our recognition of revenue, or the need for us to defer and recognize
revenue over the period that we are required to provide these post-production obligations or other services.
In conjunction with the adoption of ASC 606, development costs subject to ASC 340-40 incurred to fulfill future obligations under certain actual or
anticipated contracts for automotive solutions are capitalized, provided they are expected to be recovered, and then recognized as the related performance
obligations are transferred. For on-board automotive solutions, such costs represent the customized portion of software development, which will be
recognized upon acceptance of the software since acceptance is generally required for control of the software to transfer. As a result, our recognition of
deferred costs may be lumpy and not tied to the production of the vehicles in which the software is installed. For brought-in automotive solutions, such
costs will be amortized over the period the services obligation is expected to be fulfilled because software development does not represent a distinct
performance obligation in the case of brought-in automotive solutions.
We may also incur significant expense to develop products for automobile manufacturers, such as under our worldwide connected navigation services
agreement with GM, prior to receiving any significant revenue related to the sale of vehicles with our navigation services. As our offerings in automotive
navigation expand, we may not correctly anticipate the financial accounting treatment for the various products.
We rely on our customers for timely and accurate vehicle and subscriber sales information. A failure or disruption in the provisioning of this data to us
would materially and adversely affect our ability to manage our business effectively.
We rely on our automobile manufacturers and tier-one customers to provide us with reports on the number of vehicles they sell with our on-board,
brought-in and hybrid navigation products and services included, depending on the nature of our contractual relationship, and to remit royalties for those
sales to us. To a lesser degree, we also rely on our wireless carrier customers to bill subscribers and collect monthly fees for our mobile navigation services,
either directly or through third-party service providers. The risk of inaccurate reports may increase as our customers expand internationally and increase the
number of manufacturing locations. For example, in the three months ended March 31, 2017 and September 30, 2017, Ford determined that it had
misreported the production of vehicles to us in certain factories. If our customers or their third-party service providers provide us with inaccurate data or
experience errors or outages in their own billing and provisioning systems when performing these services, our revenue may be less than anticipated or may
be subject to adjustment with the customer. In the past, we have experienced errors in reporting from automobile manufacturers and wireless carriers. If we
are unable to identify and resolve discrepancies in a timely manner, our revenue may vary more than anticipated from period to period, which could harm
our business, operating results and financial condition.
We recently implemented a new enterprise resource planning system and are also implementing project and human resources management systems. If
these new systems prove ineffective, we may be unable to timely or accurately prepare financial reports, or invoice and collect from our customers.
We substantially completed the transition to our new ERP system for North America as of the beginning of the third quarter of fiscal 2020. This
system is critical for accurately maintaining books and records and preparing our consolidated financial statements. We are also implementing project
management and human resources management systems. While we have invested significant amounts, including for additional personnel and third-party
consultants, to implement these systems, we cannot be assured that we will not experience difficulties following the transitions. Any errors in these systems
could adversely affect our operations, including our ability to accurately report our financial results in a timely manner, file our quarterly or annual reports
with the SEC and invoice and collect from our customers, each of which may harm our operations and reduce investor confidence. Data integrity problems
or other issues may be discovered even though the transitions are complete which, if not corrected, could impact our business, reputation, reporting,
disclosures or results of operations. If we encounter unforeseen difficulties with our new systems, there will be additional demands on our management
team and our business, operations, and results of operations could be adversely affected.
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We may be required to recognize a significant charge to earnings if our goodwill becomes impaired.
We have recorded goodwill related to our prior acquisitions and may do so in connection with any potential future acquisitions. We do not amortize
goodwill with indefinite lives, but we review such assets for impairment annually or on an interim basis whenever events or changes in circumstances
indicate that we may not recover the carrying value of these assets. Factors that may indicate that the carrying value of our goodwill may not be
recoverable include a persistent decline in our stock price and market capitalization, reduced future cash flow estimates and slower growth rates in our
industry. We may be required to record a significant charge in our financial statements during the period in which any impairment of our goodwill is
determined, which would adversely impact our results of operations.
We performed that annual goodwill impairment test as of April 1, 2020 and we determined that no impairment was indicated. In fiscal 2019 we
recognized a $2.6 million impairment of the goodwill associated with our advertising business segment, which is now reported as discontinued operations,
and in fiscal 2018 we recognized a $2.7 million goodwill impairment associated with our mobile navigation business.
We may make similar determinations regarding the impairment of goodwill in the future, which could have a material and adverse effect on our
profitability.
We rely on our management team and need specialized personnel to grow our business, and the loss of one or more key employees or our inability to
attract and retain qualified personnel could harm our business.
Our success and future growth depend on the skills, working relationships and continued services of our management team. We have experienced
significant turnover in our management team since the beginning of fiscal 2019.
Our future success also depends on our ability to attract, retain and motivate highly skilled personnel in the United States and internationally. All of
our U.S. employees work for us on an at-will basis. Competition for highly skilled personnel is intense, particularly in the software industry and for persons
with experience with GPS, auto navigation, data analytics and location services. The high degree of competition for personnel we experience has resulted
in and may also continue to result in the incurrence of significantly higher compensation costs to attract, hire and retain employees. We have from time to
time experienced, and we expect to continue to experience, difficulty in attracting, hiring and retaining highly skilled employees with appropriate
qualifications. Many of the companies with which we compete for experienced personnel have greater resources than we have. If we hire employees from
competitors, their former employers may attempt to assert that these employees or we have breached the former employees’ legal obligations to the former
employer, resulting in a diversion of our time and resources. In addition, existing employees often consider the value of the stock awards they receive in
connection with their employment. If our stock price performs poorly, it may adversely affect our ability to retain highly skilled employees. Our inability to
attract and retain the necessary personnel could adversely affect our business and future growth prospects.
Warranty claims, product liability claims, product recalls and regulatory liability claims could subject us to significant costs and adversely affect our
financial results.
We warrant our automotive navigation products to be free from defects in materials, workmanship and design for periods ranging from three months
to seven years. If our navigation services or products contain defects, there are errors in the maps supplied by third-party map providers or if our end users
do not heed our warnings about the proper use of these products, collisions or accidents could occur resulting in property damage, personal injury or death.
If any of these events occurs, we could be subject to significant liability for personal injury and property damage and under certain circumstances could be
subject to a judgment for punitive damages. In addition, if any of our designed products are defective or are alleged to be defective, we may be required to
participate in a recall campaign. These recall and warranty costs could be exacerbated to the extent they relate to global platforms or we are unable to
deliver software updates over the air. Furthermore, recall actions could adversely affect our reputation or market acceptance of our products, particularly if
those recall actions cause consumers to question the safety or reliability of our products. Warranty claims, a successful product liability claim or a
requirement that we participate in a product recall campaign may adversely affect our results of operations and financial condition.
We accrue costs related to warranty claims when they are probable of being incurred and reasonably estimable. Our warranty costs have historically
not been material. From time to time, we experience incidents where it may be necessary for us to expend resources to investigate and remedy a potential
warranty claim.
We maintain limited insurance against accident-related risks involving our products. However, we cannot assure you that this insurance would be
sufficient to cover the cost of damages to others or will continue to be available at commercially reasonable rates. In addition, our errors and omissions
insurance policy excludes coverage for certain consumer protection regulatory claims, including any future claims brought under the Telephone Consumer
Protection Act. We may also be named as a defendant in litigation by consumers individually or on behalf of a class if their handsets or automobiles suffer
problems
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from software downloads from our customers. If we are unable to obtain indemnification from our customers for any damages or legal fees we may incur in
connection with such complaints, our financial position may be adversely impacted. In addition, insurance coverage generally will not cover awards of
punitive damages and may not cover the cost of associated legal fees and defense costs. If we are unable to maintain sufficient insurance to cover product
liability or regulatory liability costs, or if we experience losses not covered by our insurance, our business, financial condition and results of operations
could be adversely affected.
Indemnity provisions in various agreements potentially expose us to substantial liability for intellectual property infringement, damages caused by
defective software and other losses.
Our agreements with our customers include indemnification provisions. We agree to indemnify them for losses suffered or incurred in connection
with our navigation services or products, including as a result of intellectual property infringement, damages caused by defects, viruses, worms and other
malicious software in our services or products. The term of these indemnity provisions is generally perpetual, and the maximum potential amount of future
payments we could be required to make under these indemnification provisions is generally substantial and may be unlimited. In addition, some of these
agreements permit our indemnitees to terminate their agreements with us if they determine that the use of our navigation services or products infringes
third-party intellectual property rights.
We have received, and expect to receive in the future, demands for indemnification under these agreements. These demands can be very expensive to
settle or defend, and we have in the past incurred substantial legal fees and settlement costs in connection with certain of these indemnity demands.
Furthermore, we have been notified by several customers that they have been named as defendants in certain patent infringement cases for which they may
seek indemnification from us. Large future indemnity payments and associated legal fees and expenses, including potential indemnity payments and legal
fees and expenses relating to the current or future notifications, could materially harm our business, operating results and financial condition.
We may in the future agree to defend and indemnify our customers in connection with the pending notifications or future demands, irrespective of
whether we believe that we have an obligation to indemnify them or whether we believe that our services and products infringe the asserted intellectual
property rights. Alternatively, we may reject certain of our customers’ indemnity demands, which may lead to disputes with our customers and may
negatively impact our relationships with them or result in litigation against us. Our customers may also claim that our rejection of their indemnity demands
constitutes a material breach of our agreements with them, allowing them to terminate such agreements. Certain customers may terminate their agreements
with us in the event an infringement claim is made against us and they reasonably determine that there is a possibility our technology or services infringed
upon a third party’s rights. If, as a result of indemnity demands, we make substantial payments, our relationships with our customers are negatively
impacted or if any of our customer agreements is terminated, our business, operating results and financial condition could be materially adversely affected.
Our effective tax rate may fluctuate, which could increase our anticipated income tax expense or reduce our anticipated income tax benefit in the
future.
Our effective tax rate could be adversely affected by several factors, many of which are outside of our control. Our effective tax rate may be affected
by the proportion of our revenues and income (loss) before taxes in the various domestic and international jurisdictions in which we operate. Our revenue
and operating results are difficult to predict and may fluctuate substantially from quarter to quarter. We are also subject to changing tax laws, regulations
and interpretations in multiple jurisdictions in which we operate, as well as the requirements of certain tax and other accounting body rulings. Since we
must estimate our annual effective tax rate each quarter based on a combination of actual results and forecasted results of subsequent quarters, any
significant change in our actual quarterly or forecasted annual results may adversely impact the effective tax rate for the period. Our estimated annual
effective tax rate may fluctuate for a variety of reasons, including:
•

changes in forecasted annual operating income or loss by jurisdiction;

•

changes in relative proportions of revenue and income or loss before taxes in the various jurisdictions in which we operate;

•

requests by customers to bill their foreign subsidiaries and related entities, which may subject us to income tax withholding requirements on
sales made in such jurisdictions;

•

changes to the valuation allowance on net deferred tax assets;
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•

changes to actual or forecasted permanent differences between book and tax reporting, including the tax effects of purchase accounting for
acquisitions and non-recurring charges which may cause fluctuations between reporting periods;

•

impact from any future tax settlements with state, federal or foreign tax authorities;

•

impact from increases or decreases in tax reserves due to new assessments of risk, the expiration of the statute of limitations or the completion
of government audits;

•

impact from changes in tax laws, regulations and interpretations in the jurisdictions in which we operate, as well as the expiration and
retroactive reinstatement of tax holidays;

•

impact from withholding tax requirements in various non-U.S. jurisdictions and our ability to recoup those withholdings, which may depend on
how much revenue we have in a particular jurisdiction to offset the related expenses;

•

changes in customer arrangements where the customer’s domicile may impose withholding tax on our revenue that we previously were not
subject to;

•

impact from acquisitions and related integration activities or divestitures; or

•

impact from new FASB requirements.

Although we believe our estimates are reasonable, the ultimate tax outcome may differ from the amounts recorded in our financial statements and
may materially affect our financial results in future periods. In fiscal 2014, we recorded and continue to maintain a valuation allowance on the majority of
our deferred tax assets, net of liabilities since the assets are not more likely than not to be realized based upon our assessment of all positive and negative
evidence. Realization of deferred tax assets is dependent upon future taxable earnings, the timing of which is uncertain. Due to operating losses in previous
years, we continue to maintain a full valuation allowance on deferred tax assets in the United States. Due to operating losses in previous years and expected
losses in future years in the United Kingdom, we continue to maintain a full valuation allowance for our foreign deferred tax assets in the United Kingdom.
In the event we cannot realize the value of our deferred tax assets in certain foreign jurisdictions based upon our ability to generate future income in those
jurisdictions, our effective tax rate will be negatively impacted.
Changes in accounting principles, or interpretations thereof, could have a significant impact on our financial position and results of operations.
We prepare our consolidated financial statements in accordance with GAAP. These principles are subject to interpretation by the SEC and various
bodies formed to interpret and create appropriate accounting principles. A change in these principles can have a significant effect on our reported results
and may even retroactively affect previously reported transactions. Additionally, the adoption of new or revised accounting principles may require that we
make significant changes to our systems, processes and controls.
It is not clear if or when other potential changes in accounting principles may become effective, whether we have the proper systems and controls in
place to accommodate such changes and the impact that any such changes may have on our financial position and results of operations.
Our ability to use our net operating losses and credits to offset future taxable income may be subject to certain limitations.
As of June 30, 2020, we had federal and state net operating loss carryforwards, or NOLs, of $167.8 million and $11.1 million, respectively, due to
current and prior period losses, and we had federal and state research and development tax credit carryforwards of $8.1 million and $12.9 million,
respectively. In general, under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, a corporation that undergoes an “ownership
change” (generally defined as a greater than 50-percentage-point cumulative change (by value) is subject to limitations on its ability to utilize its prechange NOLs and credits to offset post-change taxable income. Future changes in our stock ownership, some of which may be outside of our control, could
result in an ownership change under Section 382 of the Code. Our existing NOLs and credits may be subject to limitations arising from previous ownership
changes, and if we undergo an ownership change in the future, our ability or that of the acquiror to utilize NOLs and credits could be further limited by
Section 382 of the Code.
The CARES Act includes several significant business tax provisions to provide liquidity to businesses affected by the economic impact of COVID19. Specifically, the CARES Act repeals the 80% limitation on the use of net operating losses for tax years beginning after December 31, 2017 and for tax
years beginning before January 1, 2021.
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The inability to utilize in the future our NOLs, in part or at all, could lower the value of our company to a potential acquiror in a transaction involving
our company.
RISKS RELATED TO OUR TECHNOLOGY, INCLUDING HOW WE COLLECT, MANAGE AND PROTECT INFORMATION, INCLUDING
THIRD-PARTY DATA
Our business practices with respect to data could give rise to liabilities or reputational harm as a result of governmental regulation, legal requirements
or industry standards relating to consumer privacy and data protection.
Our automotive navigation services depend on our ability to collect, store and use such information as we deliver personalized navigation. Federal,
state and international laws and regulations govern the collection, use, retention, sharing and security of data that we collect across our navigation platform.
We strive to comply with all applicable laws, regulations, policies and legal obligations relating to privacy and data protection. However, it is possible that
these requirements may be interpreted and applied in a manner that is inconsistent with our business practices or service offerings. Any failure, or
perceived failure, by us to comply with such laws could result in proceedings or actions against us by governmental entities, consumers or others. Such
proceedings or actions could hurt our reputation, force us to spend significant amounts to defend ourselves, distract our management, increase our costs of
doing business, adversely affect the demand for our services and ultimately result in the imposition of monetary liability or changes to our business
practices or service offerings. We may also be contractually liable to indemnify and hold harmless our users from the costs or consequences of inadvertent
or unauthorized disclosure of data that we store or handle as part of providing our services.
We rely on a proprietary provisioning and reporting system for our navigation products and services to track end user activation, deactivation and
usage data, and any material failures in this system could harm our revenue, affect our costs and impair our ability to manage our business effectively.
Our provisioning and reporting system that authenticates end users and tracks the number of end users and their use of our services is a proprietary
and customized system that we developed internally. Although we believe that the flexibility of this service to integrate tightly with automobile
manufacturers’ reporting and provisioning systems gives us a competitive advantage, we might lose revenue and the ability to manage our business
effectively if the system were to experience material failures or be unable to scale as our business grows. In addition, we may not be able to report our
financial results on a timely basis if our customers question the accuracy of our records or we experience significant discrepancies between the data
generated by our provisioning and reporting systems and data generated by their systems, or if our systems fail or we are unable to report timely and
accurate information to our third-party data providers. The inability to timely report our financial results would impair the quality of our financial reporting
and could result in a significant decline in and the delisting of our common stock.
We rely on third-party data and content to provide our services and if we were unable to obtain content at reasonable prices, or at all, our gross margins
and our ability to provide our services would be harmed.
We rely on third-party data and content to provide our services, including map data, POI, traffic information, gas prices and weather information. If
our suppliers of this data or content were to enter into exclusive relationships with other providers of location services or were to discontinue providing
such information and we were unable to replace them cost effectively, or at all, our ability to provide our services would be harmed. Our gross margins may
also be affected if the cost of third-party data and content increases substantially. Although we have integrated OpenStreetMap, or OSM, data into our
products, we may experience difficulty with customer acceptance if the quality of the consumer generated data within OSM is lower than that of paid maps.
We introduced mobile phone-based navigation with OSM and launched our first brought-in automotive navigation service with OSM in 2015. In addition,
our entry into the Grab Transaction, which includes, among other things, the transition of certain OSM-related assets and our performance of certain OSM
development services for Grab during fiscal 2020 and Grab’s hiring of certain of our employees focused on OSM development activities, may limit the
amount of OSM development work that we complete for internal purposes. As a result, we may not have sufficient data for automobile manufacturers and
tier ones to feel comfortable electing to use OSM in the products and services we provide them.
We obtain map data from TomTom and HERE, which are companies owned by our current and potential competitors. Accordingly, these third-party
data and content providers may act in a manner that is not in our best interest. For example, they may cease to offer their map and POI data to us. The
termination dates of our licenses to data from TomTom utilized in our mobile and automotive products generally approximate the respective termination
dates of our obligations to provide map data to the applicable wireless carriers and automobile manufacturers. Our master data license agreement with
HERE renews for successive one-year periods unless either party provides notice of non-renewal at least 180 days prior to the expiration of the applicable
term. However, individual territory licenses with distinct term, termination and renewal provisions further govern the license of map data to fully support
individual programs and products for our automobile manufacturers and tier ones.
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We may identify other requisite content and content-related technologies, including certain geocoding data necessary for our OSM products, that we
may be unable to license or develop internally. If we are unsuccessful in these endeavors, we may be unable to successfully launch our OSM-based
products globally and across all desired product offerings.
We may not be able to upgrade our navigation services platform to support certain advanced features and functionality without obtaining technology
licenses from third parties. Obtaining these licenses may be costly and may delay the introduction of such features and functionality, and these licenses may
not be available on commercially favorable terms, or at all. The inability to offer advanced features or functionality, or a delay in our ability to upgrade our
navigation services platform, may adversely affect consumer demand for our navigation services and, consequently, harm our business.
We may be subject to our automobile manufacturer or tier one’s selection of map and other content providers, and our ability to negotiate and enter
into a license with such provider(s) may be dependent on the timing of such automobile manufacturer or tier one’s official nomination for such content
providers. Accordingly, we may have contractual obligations to provide certain products and services for certain model years or periods to our automobile
manufacturer or tier-one partners, prior to our ability to enter into agreements with our map and other content providers to support such products and
services. We may be unable to obtain data licenses with the necessary content providers to support these products and services, or we may not be able to
secure such data licenses without additional, unplanned costs or delays.
We also use our proprietary provisioning and reporting system to record and report royalties we owe to third-party providers of content used by end
users in connection with our services. Certain of the third-party content providers have the right to audit our use of their services and, if we are found to
have under- or incorrectly reported usage, we may be required to pay the third-party content providers for the actual usage, as well as interest and the cost
of the audit. Any significant error in our recording and payment of royalties to our third-party content providers could have a material and adverse effect on
our financial results. We may also incur losses as a result of any significant error.
Network failures, disruptions or capacity constraints in our third-party hosted data center facilities could affect the performance of our navigation
services and harm our reputation and our revenue.
We use hosted services provided by Amazon Web Services, or AWS, and wireless carrier networks to deliver our navigation platform services. Our
operations rely to a significant degree on the efficient and uninterrupted operation of these third-party data centers. In the event that AWS or wireless
carrier networks experience a disruption in services or a natural disaster, our ability to continue providing our services would be compromised. Depending
on the growth rate in the number of our end users and their usage of our services, if we do not timely complete the negotiation for and scale of additional
hosting services, we may experience capacity issues, which could lead to service failures and disruptions. In addition, if we are unable to secure third-party
hosting services with appropriate power, cooling and bandwidth capacity, we may be unable to efficiently and effectively scale our business to manage the
addition of new automobile manufacturers and tier ones, increases in the number of our end users or increases in data traffic.
AWS’ hosting services are potentially vulnerable to damage or interruption from a variety of sources, including fire, flood, earthquake, power loss,
telecommunications or computer systems failure, human error, terrorist acts or other events. We do not have a comprehensive business continuity plan, and
there can be no assurance that the measures implemented by us to date, or measures implemented by us in the future, to manage risks related to network
failures or disruptions in our data centers will be adequate, or that the redundancies built into our servers will work as planned in the event of network
failures or other disruptions. In particular, if we were to experience damage or interruptions to AWS’ hosting services our ability to provide efficient and
uninterrupted operation of our services would be significantly impaired.
We could also experience failures of our data centers or interruptions of our services, or other problems in connection with our operations, as a result
of:
•

damage to or failure of our computer software or hardware or our connections and outsourced service arrangements with third parties;

•

errors in the processing of data;

•

computer viruses or software defects;

•

physical or electronic break-ins, sabotage, intentional acts of vandalism and similar events; or

•

errors by our employees or third-party service providers.

Poor performance in or disruptions of our services could harm our reputation, delay market acceptance of our services and subject us to liabilities.
Our automobile manufacturer and tier-one agreements for on-board and hybrid solutions require us
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to meet at least 99.9% operational uptime requirements, excluding scheduled maintenance periods, or be subjected to penalties. Any outage in a network or
system, or other unanticipated problem that leads to an interruption or disruption of our navigation services, could have a material adverse effect on our
operating results and financial condition.
We may not be able to enhance our location services to keep pace with technological and market developments, or develop new location services in a
timely manner or at competitive prices.
The market for location services is characterized by rapid technological change, evolving industry standards, frequent new product introductions and
short product life-cycles. To keep pace with technological developments, satisfy increasing customer requirements and achieve product acceptance, our
future success depends upon our ability to enhance our current navigation services platform and to continue to develop and introduce new navigation
services and other location-based product offerings and enhanced performance features and functionality on a timely basis and at competitive prices. Our
inability, for technological or other reasons, to enhance, develop, introduce or deliver compelling services and products in a timely manner, or at all, in
response to changing market conditions, technologies or consumer expectations could have a material adverse effect on our operating results or could result
in our services becoming obsolete. Our ability to compete successfully will depend in large measure on our ability to maintain a technically skilled
development and engineering team and to adapt to technological changes and advances in the industry, including providing for the continued compatibility
of our services platform with evolving industry standards and protocols and competitive network operating environments.
We rely on network infrastructures provided by our wireless carriers, mobile phones and in-car wireless connections for the delivery of our navigation
services to end users.
We generally provide our navigation services from third-party hosted servers, which require close integration with the wireless carriers’ networks. We
may be unable to provide high quality services if the wireless carriers’ networks perform poorly or experience delayed response times. Our future success
will depend on the availability and quality of our wireless carrier customers’ networks in the United States and abroad to run our mobile navigation
services. This includes deployment and maintenance of reliable networks with the speed, data capacity and security necessary to provide reliable wireless
communications services. We do not establish or maintain these wireless networks and have no control over interruptions or failures in the deployment and
maintenance by wireless carrier customers of their network infrastructure. In addition, these wireless network infrastructures may be unable to support the
demands placed on them if the number of subscribers increases, or if existing or future subscribers increase their use of limited bandwidth. Market
acceptance of our mobile navigation services will depend in part on the quality of these wireless networks and the ability of our customers to effectively
manage their subscribers’ expectations.
In addition, certain automotive navigation applications rely on wireless connections between the vehicle and our network. We have no influence or
control over the vehicle’s wireless equipment and if it does not operate in a satisfactory manner, our ability to provide those services would be impaired and
our reputation would be harmed.
Wireless communications have experienced a variety of outages and other delays as a result of infrastructure and equipment failures and could face
outages and delays in the future. These outages and delays could affect our ability to provide our navigation services successfully. In addition, changes by a
wireless carrier to its network infrastructure may interfere with the integration of our servers with their network and delivery of our navigation services and
may cause end users to lose functionality for services they have already purchased. Any of the foregoing could harm our business, operating results and
financial condition.
We cannot control the quality standards of our wireless carriers, their mobile phone providers, automobile manufacturers and other technology
infrastructure providers. We cannot guarantee that the mobile phones or in-car wireless equipment are free from errors or defects. If errors or defects occur
in mobile phones or services offered by our wireless carrier customers, it could result in consumers terminating our services, damage to our reputation,
increased customer service and support costs, warranty claims, lost revenue and diverted development resources, any of which could adversely affect our
business, results of operations and financial condition.
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We operate in an industry with extensive intellectual property litigation. Claims of infringement against us, our customers, or other business partners
may cause our business, operating results and financial condition to suffer.
Our commercial success depends in part upon us, our partners and our customers not infringing intellectual property rights owned by others and being
able to resolve claims of intellectual property infringement without major financial expenditures and/or need to alter our technologies or cease certain
activities. We operate in an industry with extensive intellectual property litigation and it is not uncommon for our automobile manufacturers and tier ones
and competitors to be involved in infringement lawsuits by or against third parties. Many industry participants that own, or claim to own, intellectual
property aggressively assert their rights, and our customers and other business partners, who we agree in certain circumstances to indemnify for intellectual
property infringement claims related to our services, are often targets of such assertions. We cannot determine with certainty whether any existing or future
third-party intellectual property rights would require us to alter our technologies, obtain licenses or cease certain activities.
We have received, and may in the future receive, claims from third parties alleging infringement and other related claims. Current and future litigation
may make it necessary to defend ourselves and our customers and other business partners by determining the scope, enforceability and validity of thirdparty proprietary rights or to establish our proprietary rights. Some of our competitors may have substantially greater resources than we do and may be able
to sustain the costs of complex intellectual property litigation to a greater degree and for longer periods of time than we could. In addition, non-practicing
patent holding companies that focus solely on extracting royalties and settlements by enforcing patent rights may target us, our wireless carrier customers
or our other business partners. These companies typically have little or no product revenue and, therefore, our patents may provide little or no deterrence
against such companies filing patent infringement lawsuits against us. Regardless of whether claims that we are infringing patents or other intellectual
property rights have any merit, these claims are time consuming and costly to evaluate and defend and could:
•

adversely affect our relationships with our current or future customers and other business partners;

•

cause delays or stoppages in the shipment of Telenav-enabled or preloaded mobile phones or vehicles, or cause us to modify or suspend the
provision of our navigation services;

•

cause us to incur significant expenses in defending claims brought against our customers, other business partners or us;

•

divert management’s attention and resources;

•

subject us to significant damages or settlements;

•

require us to enter into settlements, royalty or licensing agreements on unfavorable terms; or

•

require us or our business partners to cease certain activities and/or modify our products or services.

In addition to liability for monetary damages against us or, in certain circumstances, our customers, we may be prohibited from developing,
commercializing or continuing to provide certain of our navigation services unless we obtain licenses from the holders of the patents or other intellectual
property rights. We cannot assure you that we will be able to obtain any such licenses on commercially reasonable terms, or at all. If we do not obtain such
licenses, our business, operating results and financial condition could be materially adversely affected, and we could, for example, be required to cease
offering our navigation services or be required to materially alter our navigation services, which could involve substantial costs and time to develop.
Unauthorized control or manipulation of our systems in vehicles may cause them to operate improperly or not at all, or compromise their safety and
data security, which could result in loss of confidence in us and our products, cancellation of contracts with certain of our automobile manufacturer or
tier-one customers and harm our business.
There have been reports of vehicles of certain automobile manufacturers being “hacked” to grant access to and operation of the vehicles to
unauthorized persons and would-be thieves. Modern vehicles are technologically advanced machines requiring the interoperation of numerous complex and
evolving hardware and software systems, including the navigation system, and with respect to vehicles with autonomous driving features, control of the
vehicle. We have agreed with some of our automobile manufacturer and tier-one customers to adopt certain security procedures and we may be subject to
claims or our contracts with those automobile manufacturers and tier ones may be terminated if we do not comply with our covenants or if our products are
the source of access to the systems in their vehicles by intruders.
Although we have designed, implemented and tested security measures to prevent unauthorized access to our products when installed in vehicles, our
information technology networks and communications with vehicles in which our products are
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installed may be vulnerable to interception, manipulation, damage, disruptions or shutdowns due to attacks by hackers or breaches due to errors by
personnel who have access to our networks and systems. Any such security incidents could result in unexpected control of or changes to the vehicles’
functionality and safe operation and our products’ user interface and performance characteristics. Hackers may also use similar means to gain access to data
stored in or generated by the vehicle, such as its current geographical position, previous and stored destination address history and web browser “favorites.”
Any such unauthorized control of vehicles or access to or loss of information could result in legal claims or proceedings and negative publicity, which
would negatively affect our brand and harm our business, prospects, financial condition and operating results.
Our business is subject to online security risks, including potential security and privacy incidents.
Our business involves the collection, storage, processing and transmission of information about our users, including users’ locations and routes.
Additionally, our apps transmit information to users’ personal devices, which creates opportunities for hackers to exploit vulnerabilities in our apps. An
increasing number of organizations, including large online and offline merchants and businesses, other large Internet companies, financial institutions, and
government institutions, have disclosed breaches of their security, some of which have involved sophisticated and highly targeted attacks, including on
portions of their websites or infrastructure. While we invest significant resources to evaluate and improve our security, we have been subject to such attacks
in the past, although they have not, to our knowledge, resulted in a breach of security involving unauthorized acquisition of users’ personal information. A
breach of security or privacy could have negative consequences for our reputation, which could result in users discontinuing or reducing their use of our
products and our automotive customers terminating their agreements with us, and could have significant out-of-pocket financial impact, which could harm
our business. Similarly, a breach of security or privacy in vehicles in which our navigation products are installed could result in a reduction in adoption of
our navigation products.
The techniques used to obtain unauthorized, improper or illegal access, disable or degrade service, or sabotage systems or access our data change
frequently, may be difficult to detect quickly, and often are not recognized until launched against a target. Certain efforts may be state-sponsored and
supported by significant financial and technological resources and may therefore be even more difficult to detect. As a result, we may be unable to
anticipate these techniques or to implement adequate preventative measures. Unauthorized parties also may attempt to gain access to our systems or
facilities through various means, including hacking into our systems or facilities, fraud, trickery or other means of deceiving our employees, contractors
and temporary staff. A party that is able to circumvent our security measures could misappropriate our, our customers’ or our employees’ personal or
proprietary information, cause interruption in our operations and damage our computers and systems or those of our customers. In addition, our customers
have been and likely will continue to be targeted by parties using fraudulent “spoof” and “phishing” emails to misappropriate user names, passwords,
payment card numbers, GPS data or other personal information or to introduce viruses or other malware, including through “trojan horse” programs, to our
users’ phones and vehicles. Also, our information technology and infrastructure may be vulnerable to cyberattacks or security incidents, and third parties
may be able to access our customers’ personal or proprietary information and payment card data that are stored on or accessible through our systems. Any
security or privacy incident at a company providing services to us or our tier-one customers, or integrated with our products and services, could have
similar effects. We may also need to expend significant additional resources to protect against security or privacy incidents or to redress problems caused
by such incidents. Our ability to anticipate and respond to these issues is likely to become more difficult and costly as we expand the number of markets
where we operate. Additionally, our insurance policies carry low coverage limits, which may not be adequate to reimburse us for losses caused by security
incidents, and we may not be able to collect fully, if at all, under these insurance policies.
Vulnerabilities in our products and services have been publicly disclosed before, and if we are unable to adequately detect and address vulnerabilities in
our products and services, it may result in harm to our business.
As with any application, our products may contain known and unknown vulnerabilities, coding errors, design flaws, or other issues that could allow
an attacker to maliciously exploit our software. Vulnerabilities in our software and applications have been publicly exposed in the past, although they have
not, to our knowledge, resulted in the disclosure of user information or been maliciously exploited. While we are investing significantly to evaluate and
improve our security on the vulnerabilities we have identified, addressing vulnerabilities in our software is an ongoing process. Malicious exploitation of
our products could result in the introduction of malicious software onto our users’ devices, the theft of confidential or private information, damage to users’
devices, and harm to our reputation, among other issues. Successful exploitation of a vulnerability in our software may subject us to numerous lawsuits or
regulatory inquiries. Additionally, the disclosure of any vulnerability may result in a loss of confidence in us or our products, the cancellation of contracts
with certain of our automotive tier-one customers, discontinued use of our products, and harm to our business and reputation. These events could have
significant out-of-pocket financial impact for us.
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If we are unable to protect our intellectual property and proprietary rights, or if claims are asserted against us, our competitive position and our
business could be harmed.
Our success depends in part upon our ability to protect our core technology and intellectual property. We rely on patents, trademarks, copyrights and
trade secret laws, confidentiality procedures, and employee disclosure and invention assignment agreements to protect our intellectual property rights. As
of December 31, 2020, we had 192 patents issued in the United States and 27 patent applications pending in the United States relating to our current and
next-generation products, operating platform and solutions applications, and the ability to claim priority to many of the patent applications worldwide.
These patents issued in the U.S. expire between April 11, 2020 and July 25, 2039. However, these patents or any patents that may issue to us in the future
may be subject to re-examination, contest, circumvention, or found unenforceable or invalidated, and we may or may not be able to prevent third parties
from infringing them. We also license software from third parties for integration into our products, including open-source software.
We utilize internal and external controls to restrict access to and use of our proprietary software and other confidential information, including
contractual protections with employees, contractors, end customers and partners. Our software is also protected by U.S. and international copyright laws.
However, despite our efforts to protect our trade secrets and proprietary rights through intellectual property rights, licenses and confidentiality agreements,
and reasonable security measures, third parties may still copy our products or otherwise gain access to or obtain and use our proprietary software and
technology without our knowledge or authority or in ways we do not intend.
Monitoring unauthorized use of our intellectual property is difficult and costly. The steps we have taken to protect our proprietary rights may not be
adequate to prevent misappropriation of our intellectual property. We may not be able to detect unauthorized use of, or take appropriate steps to enforce,
our intellectual property rights. Our competitors may also independently develop similar technology. In addition, the laws of many countries do not protect
our proprietary rights to as great an extent as do the laws of the United States. Any failure by us to meaningfully protect our intellectual property could
result in competitors offering products that incorporate our most technologically advanced features, which could seriously reduce demand for our
navigation services. In addition, we may in the future need to initiate infringement claims or litigation. Litigation, whether we are a plaintiff or a defendant,
can be expensive, time consuming and may divert the efforts of our technical staff and managerial personnel, which could harm our business, whether or
not such litigation results in a determination favorable to us.
Our industry is characterized by the existence of a large number of patents, and competitors increasingly may utilize litigation regarding patent and
other intellectual property rights to protect or expand their market position. In particular, leading and more mature companies have extensive patent
portfolios and are regularly involved in both offensive and defensive litigation. As end customers increasingly use our products and services, we face a
higher risk of being the subject of intellectual property infringement claims from third parties, not only from our competitors but also increasingly from
non-operating entities, who will be more likely to claim that our platform infringes their proprietary rights. From time-to-time, such third parties, including
certain of these leading companies and, increasingly, non-operating entities, may assert patent, copyright, trademark, and other intellectual property rights
against us, our partners or our end customers. In these instances, our standard license and other agreements may obligate us to indemnify our partners and
end customers against such claims. Successful claims of infringement by a third party could prevent us from distributing certain products or performing
certain services, require us to expend significant management attention and money to develop non-infringing solutions or force us to pay substantial
damages, royalties or other fees. This could include treble damages if we are found to have willfully infringed patents or copyrights. We currently do not
maintain insurance coverage against any such claims.
In addition, our products utilize software under third-party open-source licenses, including as incorporated into software we receive from third-party
commercial software vendors. Some open-source licenses contain requirements that we make available source code for modifications or derivative works
we create based upon the type of open-source software that we use. If we combine our proprietary software with open-source software in a certain manner,
we could, under certain open-source licenses, be required to release portions of the source code of our proprietary software to the public. This could allow
our competitors to create similar products with lower development effort and time, and ultimately could result in a loss of product sales for us.
We cannot assure that we do not currently infringe, or that we will not in the future infringe, or that we can resolve through litigation or on reasonable
settlement terms, any such claims against us relating to, any third-party patents or other proprietary rights, including relating to use of third-party open
source software. See “Part II, Item 1 - Legal Proceedings” for additional information.

64

Table of Contents

Confidentiality agreements with employees and others may not adequately prevent disclosure of our trade secrets and other proprietary information.
We have devoted substantial resources to the development of our proprietary technology, including the proprietary software components of our
navigation services and related processes. In order to protect our proprietary technology and processes, we rely in part on confidentiality agreements with
our employees, licensees, independent contractors and other advisors. These agreements may not effectively prevent disclosure of our confidential
information and may not provide an adequate remedy in the event of unauthorized disclosure of our confidential information. In addition, others may
independently discover trade secrets and proprietary information, and in such cases, we could not assert any trade secret rights against such parties. Costly
and time-consuming litigation could be necessary to enforce and determine the scope of our proprietary rights, and failure to obtain or maintain trade secret
protection could adversely affect our competitive business position.
Our use of open source software could negatively affect our ability to sell our products and services and subject us to possible litigation.
We use open source software in our navigation services platform and client applications and may use more open source software in the future. Use of
open source software may subject our navigation services platform and client applications to general release or require us to re-engineer our navigation
services platform and client applications, which may cause harm to our business. From time to time, there have been claims challenging the ownership of
open source software against companies that incorporate open source software into their products. As a result, we could be subject to suits by parties
claiming ownership of what we believe to be open source software. Some open source licenses contain requirements that we make available source code
for modifications or derivative works we create based upon the open source software and that we license such modifications or derivative works under the
terms of a particular open source license or other license granting third parties certain rights of further use. If we combine our proprietary software products
with open source software in a certain manner, we could, under certain of the open source licenses, be required to release our proprietary source code. In
addition to risks related to license requirements, usage of open source software can lead to greater risks than use of third-party commercial software, as
open source licensors generally do not provide warranties or controls on origin of the software. Open source license terms may be ambiguous and we may
not be able to anticipate or eliminate many of the risks associated with our usage of open source, which could negatively affect our business. If we were
found to have inappropriately used open source software, we may be required to release our proprietary source code, re-engineer our navigation services
platform and client applications, discontinue the sale of our service in the event re-engineering cannot be accomplished on a timely basis or take other
remedial action that may divert resources away from our development efforts, any of which could adversely affect our business, operating results and
financial condition.
We are subject to complex and evolving U.S. and foreign laws and regulations regarding privacy, data protection and other matters and violations of
these complex and dynamic laws, rules and regulations may result in claims, changes to our business practices, monetary penalties, increased costs of
operations, and/or other harms to our business.
Numerous provincial, state, national and international laws and regulations apply to our collection, use, retention, protection, disclosure, transfer and
other processing of data, including personal data. These laws and regulations are evolving rapidly and imposing increasingly varied requirements across the
jurisdictions in which we do business. For example, the European Union’s, or EU, General Data Protection Regulation, or GDPR, took effect in May 2018.
The GDPR replaced Directive 95/46/EC of 1995 and is directly applicable in EU member states. Among other things, the GDPR regulates data controllers
and processors outside of the EU whose processing activities relate to the offering of goods or services to, or monitoring the behavior within the EU of, EU
data subjects. Efforts to comply with the GDPR has caused us to incur substantial operational costs and required us to change our business practices or
service offerings, and we believe will continue to do so. Despite our efforts to bring practices into compliance with the GDPR, we cannot guarantee that we
are fully compliant or will be able to demonstrate compliance as of a future date if required to do so. In addition, because the GDPR is new, it may be
subject to new or changing interpretations by courts, and our interpretation of the law and efforts to comply with the rules and regulations of the law may
be ruled invalid. The GDPR imposes significant penalties of up to the greater of 4% of worldwide turnover and €20 million for violations of the GDPR.
Similarly, in June 2018, California enacted the California Consumer Privacy Act of 2018, or the CCPA, which became effective in January 2020. The
CCPA, among other things, requires covered companies to provide new disclosures to California consumers and afford such consumers new rights to optout of our collection, retention and certain sales of personal information. The CCPA creates a private right of action for statutory damages for certain
breaches of information. In addition, from time to time the Office of the California Attorney General will promulgate proposed regulations and, following a
public comment period, will issue final regulations to establish procedures to facilitate these new rights and as necessary to further the purposes of the
CCPA. As such, and as additional amendments to the CCPA could be introduced during California’s next legislative session, it remains unclear what
procedures will be required to comply with the CCPA or how the CCPA and final regulations will be interpreted and enforced. In addition, other states have
enacted or proposed legislation that regulates the collection, use, and sale of personal information, and such
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laws and regulations might not be compatible with either the GDPR or the CCPA. We cannot yet predict the impact of the CCPA or impending legislation
on our business or operations, but it may require us to modify our data processing practices and policies and to incur substantial costs and expenses in an
effort to comply. If we fail to implement practices and procedures deemed necessary by regulators or consumers or to comply with the GDPR, CCPA or
other applicable laws and regulations, we may be subject to fines, penalties, litigation, and reputational harm and our business may be seriously harmed. In
addition, various government and consumer agencies and public advocacy groups have called for new regulation and changes in industry practices,
including some directed at the mobile and advertising industries in particular. It is possible that new laws, regulations, standards, recommendations, best
practices or requirements will be adopted that would affect our business, particularly with regard to location-based services and communication with
consumers via mobile devices. To the extent that we or our clients are subject to new laws or recommendations or choose to adopt new standards,
recommendations, or other requirements, we may have greater compliance burdens. If we are perceived as not operating in accordance with industry best
practices or any such guidelines or codes with regard to privacy or data protection, our reputation may suffer, and we could lose relationships with
developer partners as well as our automobile manufacturers and tier ones.
The application and interpretation of these laws and regulations may be uncertain, particularly in the new and rapidly evolving industry in which we
operate. At the same time that these data protection requirements are increasing in number, variation, and complexity, the consequences of noncompliance
are also increasing. As a result, we anticipate (i) heightened privacy and data protection compliance costs; (ii) an increased risk of legal, financial, or
reputational harm in case of actual or perceived noncompliance, whether by us, our business partners, customers or end users; and (iii) an increased risk of
a reduced return on investments in some strategic partnerships and product and service development efforts. These risks include:
•

Heightened Privacy and Data Protection Compliance Costs. Privacy and data protection laws and regulations affecting our business are
evolving rapidly and may result in heightened long-term compliance costs for our business. In some cases, this may result in longer customer
contract cycles and delayed onboarding. Additionally, as part of our own compliance efforts, we anticipate increasing our scrutiny of the
vendors that support data-related aspects of our services. Further, as data subject access rights become more widespread and frequently
exercised under these evolving requirements, we anticipate heightened compliance costs in implementing policies, procedures and technologies
to respond to our business partners and others regarding requests to exercise data subject or consumer rights related to “personal data” or
“personal information,” as defined under the laws of various jurisdictions.

•

Increased Risk of Legal, Financial, or Reputational Harm in Cases of Actual or Perceived Noncompliance (whether by us, our business
partners, customers, or end users). In cases of our potential noncompliance with any of these privacy and data protection laws and regulations,
regulatory trends suggest the risk of heightened enforcement and more significant fines, including monetary penalties, for example, under the
GDPR, which went into effect May 25, 2018 and, among other things, authorizes fines up to 4% of global annual revenue or €20 million,
whichever is greater, for some types of violations. In other cases, new laws may authorize a private right of action and/or a statutory framework
for damages that are likely to increase the risk and costs of litigation, in particular, in the case of certain security incidents involving personal
information, such as under the recently enacted CCPA. Additional litigation risks may arise due to contractual obligations with our customers
and business partners.
In most cases, our processing of personal data is a service we provide at the direction of a partner or end customer, including in conjunction with
a service the customer provides for its end-users. Our role in delivering services for customers to end-users may increase the risk of a perceived
violation, even when the fault is not attributable to our action or inaction (e.g., in the case of a data breach resulting from a customer’s or enduser’s failure to secure systems or passwords within their control). We might be included in others’ perceptions of inadequate data protection
measures, regardless of whether such perceptions are invalid, and this could harm our reputation and inhibit adoption of our products,
applications and services by current and prospective customers. Even where it is clear that we are not responsible, privacy or data protection
violations caused by one of our business partners could negatively affect us by association. We may incur costs to investigate and disprove
perceptions. We may also experience challenges recovering trust from customers whose information may have been affected (e.g., disclosed
more broadly than intended due to a data breach, regulatory inquiry, or litigation). Such reputational harms could result in potentially decreased
demand for our products and services.

•

Reduced Return on Investments in Some Strategic Partnerships and Product and Service Development Efforts. As legal requirements and
interpretations change, are called into question, or increase in variability across jurisdictions, some of our assumptions leading to investments in
strategic partnerships and product and service development may be challenged. This may reduce the return on some of our investments in
products, services, and partnerships in key markets. Our ability to operate or expand our business may be inhibited if we must implement
increased or higher-cost security measures, establish alternate business processes or infrastructure, or are prohibited from capitalizing on
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cost-saving efficiencies related to the automated processing of data previously not anticipated to be subject to such requirements. For example,
evolving and increasingly varied legal definitions of personal information and personal data in the United States, EU and elsewhere may affect
our legal treatment of IP addresses, MAC addresses, machine identification, location, tracking and routing data, data analytics, ability to conduct
in-car commerce and other information as well as the extent to which we can lawfully apply machine learning and artificial intelligence to those
data sets for certain purposes and in certain jurisdictions. Some countries’ data localization laws may require us to establish additional
infrastructure or engage service providers in those jurisdictions, increasing the cost and complexity of our business operations and potentially
limiting sales of our products in those jurisdictions. While we do not anticipate the same rapid evolution and proliferation of data localization
laws as with privacy and data protection laws and regulations, we continue to monitor overall legal developments in this area for impact on our
current products and services, as well as those in development. We also note that our introduction of new data platforms, applications and
services or expansion of our activities in certain jurisdictions may subject us to additional laws and regulations. For instance, participation in
certain funding programs may subject us to additional privacy and data use restrictions under U.S. federal, state, and local laws and regulations
relating to the processing of data relating to students or children. Risks remain that new or expanded products and services may be commercially
infeasible in some markets in light of actual or potential compliance costs under current or developing legal requirements in this area.
RISKS RELATED TO REGULATIONS AND LAWS THAT MAY APPLY TO US, INCLUDING TO OUR OPERATIONS OUTSIDE THE
UNITED STATES
Changes to United States tax, tariff and import/export regulations may have a negative effect on global economic conditions, financial markets and our
business.
The current administration, along with the United States Congress, has created significant uncertainty about the future relationship between the
United States and other countries with respect to the trade policies, treaties, taxes, government regulations and tariffs that would be applicable. It is unclear
what changes might be considered or implemented and what response to any such changes may be by the governments of other countries. These changes
have created significant uncertainty about the future relationship between the United States and China, as well as other countries, including with respect to
the trade policies, treaties, government regulations and tariffs that could apply to trade between the United States and other nations. For example, in 2018,
the Office of the United States Trade Representative, or the USTR, enacted new tariffs on imports into the United States from China. Since then, additional
tariffs have been imposed by the USTR on imports into the United States from China and China has also imposed tariffs on imports into China from the
United States. The countries entered into the first portion of a trade deal but continue to negotiate other provisions. If additional tariffs or other restrictions
are placed on Chinese imports or any additional counter-measures are taken by China, our revenue and results of operations may be materially harmed.
Furthermore, the United States continues to threaten placing tariffs and other restrictions on automobile manufactures and tier ones located in the European
Union, or EU, and current or future such tariffs or restrictions imposed by the United States may negatively impact the automobile manufacturers to which
we provide our automotive navigation products and services, thereby causing an indirect negative impact on our own sales. Any reduction in the sales of
our customers and business partners, and/or any apprehension among our customers and business partners of a possible reduction in such sales, would
likely cause an indirect negative impact on our own sales. Even in the absence of further tariffs, the related uncertainty and the market's fear of an
escalating trade war might create forecasting difficulties for us and could cause our customers and business partners to place fewer orders for our products
and services, which could have a material adverse effect on our business, liquidity, financial condition, and/or results of operations. These developments, or
the perception that any of them could occur, may have a material adverse effect on global economic conditions and the stability of global financial markets,
and may significantly reduce global trade and, in particular, trade between these nations and the United States. Any of these factors could depress economic
activity and restrict our access to suppliers or customers and have a material adverse effect on our business, financial condition and results of operations
and affect our strategy in China, the EU and elsewhere around the world. Given the relatively fluid regulatory environment in China and the United States
and uncertainty how the U.S. administration or foreign governments will act with respect to tariffs, international trade agreements and policies, a trade war,
further governmental action related to tariffs or international trade policies, or additional tax or other regulatory changes in the future could directly and
adversely impact our financial results and results of operations.
Our operations in certain emerging markets expose us to political, economic and regulatory risks.
Our growth strategy depends in part on our ability to expand our operations in emerging markets, including Asia Pacific, the Middle East and Africa,
and Latin America. However, some emerging markets have greater political, economic and currency volatility, and greater vulnerability to infrastructure
and labor disruptions than more-established markets. In many countries outside of the United States, particularly those with emerging economies, it may be
common for others to engage in business practices prohibited by laws and regulations with extraterritorial reach, such as the U.S. Foreign Corrupt Practices
Act,
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or the FCPA, the United Kingdom’s, or U.K.’s, Bribery Act, or other local anti-bribery laws. These laws generally prohibit companies and their employees,
contractors or agents from making improper payments to government officials, including in connection with obtaining permits or engaging in other actions
necessary to do business. Failure to comply with these laws could subject us to civil and criminal penalties that could materially and adversely affect our
reputation, financial condition and results of operations.
For example, under the FCPA, U.S. companies may be held liable for the corrupt actions taken outside the United States by employees, strategic or
local partners, or other representatives. Under the FCPA, we and our partners are required to maintain accurate books and records and a system of internal
accounting controls. As such, if we or our intermediaries fail to comply with the requirements of the FCPA or similar legislation outside the United States,
governmental authorities in the United States and elsewhere could seek to impose civil or criminal fines and penalties, which could have a material adverse
effect on our business, operating results and financial conditions. While our employee handbook and other policies prohibit our employees from engaging
in corrupt conduct, we do not yet have in place compliance measures and training to require both our employees and our third-party intermediaries to
comply with the FCPA and similar anticorruption laws.
Establishing operations and partners in these emerging markets may also require complex legal arrangements and operations to deliver services on
global contracts for our end customers. Because of our limited experience with international operations and developing and managing sales in international
markets, our international expansion efforts may not be successful. Additionally, we have established operations in locations remote from our more
developed business centers. As a result, we are subject to heightened risks inherent in conducting business internationally, including the following:
•

failure to comply with local regulations or restrictions;

•

enactment of legislation, regulation or restriction, whether by the United States or in the foreign countries, including unfavorable labor
regulations, tax policies or economic sanctions (such as potential economic sanctions arising from political disputes), and currency controls or
restrictions on the transfer of funds;

•

enforcement of legal rights or recognition of commercial procedures by regulatory or judicial authorities in a manner in which we are not
accustomed, would not reasonably expect or with which we could not reasonably comply;

•

differing technical and environmental standards, data protection and telecommunications regulations and certification requirements, which could
prevent the import, sale or use of our products or SaaS offerings in such countries;

•

difficulties and costs associated with staffing and managing foreign operations;

•

potentially longer payment cycles and greater difficulty collecting accounts receivable;

•

the need to adapt and localize our services for specific countries, including conducting business and providing services in local languages;

•

reliance on third parties over which we have limited control, such as our partners or their resellers or agents, for marketing and reselling our
products and solutions;

•

difficulties in understanding and complying with local laws, regulations, and customs in foreign jurisdictions or unanticipated changes in such
laws;

•

application of or changes in anti-bribery laws, such as the FCPA and U.K. Bribery Act, which may disrupt our staffing or ability to manage our
foreign operations;

•

changes in political and economic conditions leading to changes in the business environment in which we operate, as well as changes in foreign
currency exchange rates;

•

sanctions restricting local commercial activity, including retaliatory actions by local governments; and

•

natural disasters, pandemics (including COVID-19) or international conflict, including terrorist acts or labor or political disputes, which could
interrupt our operations or endanger our personnel.

In addition, our competitors may also expand their operations in these markets or others we may also target, and low-cost local manufacturers may
also expand and improve products and their production capacities, thus increasing competition in these emerging markets. Our success in emerging markets
is important to our growth strategy. If we cannot successfully increase our business in emerging markets and manage associated political, economic,
regulatory and currency volatility, our product sales, financial condition and results of operations could be materially and adversely affected.
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We conduct substantial research and development operations in China; risks associated with a business presence in China could negatively affect our
business and results of operations.
We currently operate a research and development center in China, which subjects us to a number of risks relating to China’s political and legal
systems, including;
•

uncertainty regarding the validity, enforceability, scope and ability to protect and secure our intellectual property rights and the practical
difficulties or enforcing such rights;

•

ability to secure our business' proprietary information when residing in or is accessible from China from illegal or unauthorized access or use;

•

extensive government regulation; and

•

an uncertain legal system.

Any actions and policies taken or adopted by the government of China, particularly with regard to our intellectual property, products and legal rights,
could have an adverse effect on our business, results of operations and financial condition. For example, development in China or by entities supported by
the China government of competing products or technologies using our intellectual property could significantly erode the market or pricing for our
products. In addition, actions or policies to incorporate technical capabilities into our products, without our knowledge or permission or the appearance or
threat of the same, could undermine product or data security features of our products. Whether any such actions or policies actually exist, or have been
effected, the fact of a significant research and development presence in China could expose our products and data and security offerings to government or
market scrutiny regarding the integrity of our product or data security features. Any of the foregoing could similarly discourage the purchase or use of our
products and cause significant harm to our reputation in the market.
The COVID-19 pandemic disrupted our operations in China significantly and delayed various initiatives with existing and potential OEM partners.
Our customers and potential customers in China have also significantly reduced their operations and delayed engagements with us. This disruption,
including limitation of flights in and out of China, quarantines, supply chain disruptions and further governmental responses, could continue to have a
significant negative impact on our ability to meet schedules for delivery of our products and services to customers, which would have a negative impact on
our financial condition, results of operations and customer relationships.
We could be subject to additional income tax liabilities.
We are subject to income taxes in the United States and numerous foreign jurisdictions. We use significant judgment in evaluating our worldwide
provision for income taxes, which could be adversely affected by several factors, many of which are outside our control. During the ordinary course of
business, there are many transactions for which the ultimate tax determination is uncertain. For example, our effective tax rates could be adversely affected
by earnings being lower than we anticipate in countries that have lower statutory rates and higher than we anticipate in countries that have higher statutory
rates, by changes in foreign currency exchange rates, by changes in the valuation of our deferred tax assets and liabilities, or by changes in the relevant tax,
accounting and other laws, regulations, principles and interpretations, including possible changes to the U.S. taxation of earnings of our foreign subsidiaries
or to the deductibility of expenses attributable to foreign income or the foreign tax credit rules. We are subject to audit in various jurisdictions, and such
jurisdictions may assess additional income tax against us as well as penalties and fines. As we operate in multiple taxing jurisdictions, the application of tax
laws can be subject to diverging and sometimes conflicting interpretations by tax authorities of these jurisdictions. The time and expense necessary to
defend and resolve a tax audit may be significant. Although we believe our tax estimates are reasonable, the final outcome of tax audits and any related
litigation could be materially different from our historical income tax provisions and accruals and may have a material effect on our operating results or
cash flows in the period or periods for which we make such determination.
Our international operations and corporate structure subject us to potential adverse tax consequences.
We generally conduct our international operations through wholly owned subsidiaries and report our taxable income in various jurisdictions
worldwide based upon our business operations in those jurisdictions. Our intercompany relationships are subject to complex transfer pricing regulations
administered by taxing authorities in various jurisdictions. The relevant taxing authorities may disagree with our determinations as to the income and
expenses attributable to specific jurisdictions. If such a disagreement were to occur, and our position not sustained, we could be required to pay additional
taxes, interest and penalties, which could result in one-time tax charges, higher effective tax rates, reduced cash flows and lower overall profitability of our
operations. We may not have adequate reserves to cover such a contingency.
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In the future, we may reorganize our corporate structure or intercompany relationships, which would likely require us to incur expenses in the near
term for which we may not realize related benefits, at all or within a reasonable period, to justify the expense. Changes in domestic and international tax
laws, including enacted legislation to reform U.S. taxation of international business activities, may negatively impact our ability to effectively restructure,
or reduce the benefits we expected from such corporate restructuring. Any such restructuring would likely involve sophisticated analysis, including analysis
of U.S. and international tax regimes. Compliance with such laws and regulations may be difficult and expensive and subject our business to additional
risks, costs and uncertainties.
The U.K.’s decision to leave the EU will continue to have uncertain effects and could adversely affect us.
On January 31, 2020, the U.K. left the EU, which is commonly referred to as “Brexit.”
The effects of Brexit will depend on agreements the UK makes to retain access to EU markets either during a transitional period or more permanently.
Brexit creates an uncertain political and economic environment in the UK and potentially across other EU member states for the foreseeable future,
including during any period while the terms of post-Brexit trade agreements between the UK and the EU and UK and the United States are being
negotiated and such uncertainties could impair or limit our ability to transact business in the UK. The COVID-19 pandemic has delayed and may continue
to delay the negotiation of post-Brexit trade agreements for a substantial period of time.
Further, post-Brexit trade uncertainty could adversely affect European and worldwide economic or market conditions and could contribute to
instability in global financial markets, and the value of the Pound Sterling currency or other currencies, including the Euro. We are exposed to the
economic, market and fiscal conditions in the U.K. and the EU and to changes in any of these conditions. Depending on the terms reached regarding Brexit,
it is possible that there may be adverse practical and/or operational implications on our business and that of our automobile manufacturer customers, whose
supply chains and manufacturing and sales operations may be disrupted.
A significant amount of the regulatory regime that currently applies to us in the U.K. is derived from legacy EU directives and regulations. However,
Brexit may change the legal and regulatory framework within the U.K. where we operate and is likely to lead to legal uncertainty and potentially divergent
national laws and regulations as the U.K. determines which EU laws to replace or replicate. Consequently, no assurance can be given as to the impact of
Brexit and, in particular, no assurance can be given that our operating results, financial condition and prospects would not be adversely impacted by the
result.
Changes in government regulation of the wireless communications, automobile and in-car commerce industries may adversely affect our business.
It is possible that a number of laws and regulations may be adopted in the United States and elsewhere that could restrict the wireless communications
industry, further regulate the automobile industry or impair the ability to conduct in-car commerce, including laws and regulations regarding lawful
interception of personal data, hands free use of mobile phones or navigation services within vehicles, autonomous driving or the control of such use,
privacy, export control, taxation, content suitability, copyright and antitrust. Furthermore, the growth and development of electronic storage of personal
information may prompt calls for more stringent consumer protection laws that may impose additional burdens on companies such as ours that store
personal information. We anticipate that regulation of the industries in which our products and services are used will increase and that we will be required
to devote legal and other resources to address this regulation. In addition, governments have recently begun to consider and adopt laws regarding vehicles
using advanced driver assistance systems, or ADAS, and autonomous and semi-autonomous driving capabilities and those laws may curtail or preclude
using the services our products provide. Changes in current laws or regulations or the imposition of new laws and regulations in the United States or
elsewhere regarding the wireless communications or automobile industries may make operation more costly, and may materially reduce our ability to
increase or maintain sales of our products and services.
Certain of our products are subject to U.S. export controls; where we fail to comply with these laws, we could suffer monetary or other penalties.
Certain of our products are subject to U.S. export controls, specifically the Export Administration Regulations, and economic sanctions enforced by
the Office of Foreign Assets Control. We incorporate standard encryption algorithms into our products, which, along with the underlying technology, we
may export outside of the United States only with the required export authorizations, including by license, license exception or other appropriate
government authorizations. Each of these authorizations may require us to file an encryption registration and classification request. Furthermore, U.S.
export control laws and economic sanctions prohibit the shipment of certain products and services to countries, governments and persons targeted by U.S.
sanctions. We also are restricted from exporting products to certain government and state-owned enterprises. We take precautions to prevent our products
and services from being exported in violation of these laws and, in many instances, we rely on our partners to assure compliance when selling, distributing
and/or using our products outside the United States. In certain
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instances, we may have shipped encryption products prior to obtaining the required export authorizations and/or submitting the required requests, including
a classification request and request for an encryption registration number. Additionally, even though we take precautions to ensure that our partners comply
with all relevant regulations, any failure by our partners to comply with such regulations could have negative consequences for us, including reputational
harm, government investigations and penalties and interruptions in our ability to distribute and sell our products. In addition, in connection with the recent
changes resulting from 2018 U.S. legislation expanding the scope and authority of the Committee on Foreign Investment in the United States, or CFIUS,
the U.S. Commerce Department’s Bureau of Industry and Security recently released for comment new export control classifications for artificial
intelligence driven geospatial imagery analysis, which may be used in navigation software. Software meeting this new classification is likely to be
classified as a critical technology and export of it from the United States may be limited. There is a risk that the types of navigation software and
technologies that we provide to our customers may be affected by the CFIUS law, including in a manner which could impede or substantially delay or
render uncertain any transaction involving our company.
Various countries also regulate the import of certain encryption technology and operation of our products, including through import permitting,
certification and licensing requirements, and have enacted laws that could limit our ability to distribute our products or our end customers’ ability to operate
our products in those countries, or could impose additional expense on us to meet these requirements as a condition to distribute our products. Encryption
products and the underlying technology may also be subject to export-control restrictions. Governmental regulation of encryption technology and
regulation of imports or exports of encryption products, or our failure to obtain required import or export approval for our products, when applicable, could
harm our international sales and adversely affect our revenue. Compliance with applicable regulatory laws and regulations regarding the export or import of
our products, including with respect to new releases of our products, may create delays in our introduction of products in international markets, prevent our
end customers with international operations from deploying our products throughout their globally distributed systems or, in some cases, prevent the export
or import of our products to some countries altogether.
In addition, because our sales are made through partners, if these partners fail to obtain appropriate import, export or re-export licenses or
authorizations, we may also be adversely affected, including potentially being liable for penalties under government restrictions and regulations, even
where the partner failed to obtain the appropriate licenses or authorizations. Obtaining the necessary authorizations, including any required license, for a
particular sale may be time-consuming, is not guaranteed and may result in the delay or loss of sales opportunities. Changes in our products or changes in
applicable export or import laws and regulations may also create delays in the introduction and sale of our products in international markets, prevent our
end customers with international operations from deploying our products or, in some cases, prevent the export or import of our products to certain
countries, governments or persons altogether. Any change in export or import laws and regulations, shift in the enforcement or scope of existing laws and
regulations, or change in the countries, governments, persons or technologies targeted by such laws and regulations, could also result in decreased use of
our products, or in our decreased ability to export or sell our products to existing or potential end customers with international operations. Any decreased
use of our products or limitation on our ability to export or sell our products could adversely affect our business, financial condition and results of our
operations.
U.S. export control laws and economic sanctions programs also prohibit the shipment of certain products and services to targeted countries,
governments and persons that are subject to U.S. economic embargoes and trade sanctions. If we or our partners ship products to those targets, or third
parties provide our products to these targets, we could be subject to government investigations, penalties and reputational harm. Furthermore, any new
embargo or sanctions program, or any change in the countries, governments, persons or activities targeted by such existing programs, could result in
decreased use of our products, or in our decreased ability to export or sell our products to existing or potential end customers, which could adversely affect
our business and our financial condition.
Government regulation designed to protect end user privacy may make it difficult for us to provide our services or provide in-car commerce services.
We collect, store and transmit a large volume of information from or about end users or their devices in the course of providing our products and
services. This information is increasingly subject to legislation and regulations, such as the GDPR and CCPA, in numerous jurisdictions around the world.
This government regulation is typically intended to protect the privacy and security of personal or sensitive information about its residents or that is
collected, stored and transmitted in or from the relevant jurisdiction.
Domestic or international legislation or regulations, such as GDPR and CCPA, may expand to require changes in our business practices or if
governing authorities interpret or implement their legislation or regulations in ways that negatively affect our business. For example, the USA PATRIOT
Act provides certain rights to U.S. law enforcement authorities to obtain personal information in the control of U.S. persons and entities without notifying
the affected individuals. If we are required to
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allocate significant resources to modify the delivery of our services to enable enhanced legal interception of the personal information that we transmit and
store, our results of operations and financial condition may be adversely affected.
In addition, because various foreign jurisdictions have different laws and regulations concerning the collection, storage and transmission of personal
information, we may face unknown requirements that pose compliance challenges in new international markets that we seek to enter. Such variation could
subject us to costs, delayed service launches, liabilities or negative publicity that could impair our ability to expand our operations into some countries and
therefore limit our future growth.
As privacy and data protection have become more topical issues, we may also be subject to increased scrutiny or potential liabilities as a result of
developing views on the relevance of privacy or sensitivity of personal information. These and other privacy concerns could adversely impact our business,
results of operations and financial condition.
If we are unable to obtain the required government licenses or approvals to comply with government regulation relating to map data and locationbased services, we may not be able to provide our products and services and our business could be adversely impacted.
A number of countries and local jurisdictions require certain licenses and/or government approvals in order to comply with regulations governing the
creation or distribution of map data and/or the provision of location-based services, including the collection of location information. If we are unable to
obtain the necessary licenses or approvals or fail to comply with the regulations in each jurisdiction where we or our partners offer location-based products
and services, we may be unable to offer to our partners or customers the full scope of planned products and services. In addition, should any map data or
location-based services related regulations change, we may incur additional expense in modifying our existing products and product roadmaps to comply
with the requirements of individual jurisdictions. Such laws or regulations or the imposition of new laws and regulations regarding the provision of map
data or location-based services may make operation more costly, and may materially reduce our ability to increase or maintain sales of our products and
services.
Regulations relating to investments in offshore companies by Chinese residents may subject our Chinese-resident beneficial owners or our Chinese
subsidiaries to liability or penalties, limit our ability to inject capital into our Chinese subsidiaries, limit our Chinese subsidiaries’ ability to increase
their registered capital or limit their ability to distribute profits to us.
On July 4, 2014, the State Administration of Foreign Exchange of the People’s Republic of China, or SAFE, promulgated the Circular on Relevant
Issues Concerning Foreign Exchange Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment through Special
Purpose Vehicles, or Circular 37, which replaced the former Circular on Issues Relating to the Administration of Foreign Exchange in Fund-Raising and
Round Trip Investment Activities of Domestic Residents Conducted via Offshore Special Purpose Vehicles (commonly known as “SAFE Circular 75”)
promulgated by SAFE on October 21, 2005. Circular 37 requires Chinese residents to register with local branches of SAFE in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment and financing, with such Chinese residents’ legally owned
assets or equity interests in domestic enterprises or offshore assets or interests, referred to in Circular 37 as a “special purpose vehicle.” Circular 37 further
requires amendment to the registration in the event of any significant changes with respect to the special purpose vehicle, such as increase or decrease of
capital contributed by Chinese individuals, share transfer or exchange, merger, division or other material event. In the event that a Chinese shareholder
holding interests in a special purpose vehicle fails to fulfill the required SAFE registration, the Chinese subsidiaries of that special purpose vehicle may be
prohibited from making profit distributions to the offshore parent and from carrying out all subsequent cross-border foreign exchange activities in worst
scenario, and the special purpose vehicle may be restricted in its ability to contribute additional capital into its Chinese subsidiary. Furthermore, failure to
comply with the various SAFE registration requirements described above could result in liability under Chinese law for evasion of foreign exchange
controls. On February 13, 2015, SAFE promulgated a Notice on Further Simplifying and Improving Foreign Exchange Administration Policy on Direct
Investment, or Circular 13, which became effective on June 1, 2015. Pursuant to Circular 13, entities and individuals are required to apply for foreign
exchange registration of overseas direct investment, including those required under Circular 37, with qualified banks, instead of SAFE. The qualified
banks, under the supervision of SAFE, will directly review the applications and conduct the registration.
We attempt to comply, and attempt to ensure that our stockholders who are subject to Circular 37 and other related rules, comply with the relevant
requirements under Circular 37. However, we cannot provide any assurances that all of our stockholders who are Chinese residents have complied or will
comply with our request to make or obtain any applicable registrations or comply with other requirements required by Circular 37 or other related rules.
Any failure or inability of any of our stockholders who is a Chinese resident to comply with relevant requirements under Circular 37 could subject such
stockholders or our Chinese subsidiaries to fines and legal sanctions imposed by the Chinese government and may also limit our ability to contribute
additional capital into our Chinese subsidiaries or receive dividends or other distributions from our
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Chinese subsidiaries. As a result, these risks may have a material adverse effect on our business, financial condition and results of operations.
RISKS RELATED TO COMPETITION WE FACE AND OUR STRATEGY, INCLUDING INVESTMENTS WE MAY MAKE
We face intense competition in our market, especially from competitors that offer their location services for free, which could make it difficult for us to
acquire and retain customers and end users.
The market for development, distribution and sale of location services is highly competitive. Many of our competitors have greater name recognition,
larger customer bases and significantly greater financial, technical, marketing, public relations, sales, distribution and other resources than we do.
Competitors may offer location services that have at least equivalent functionality to ours for free. For example, Google offers free voice-guided turn-byturn navigation as part of its Google Maps and Waze products for mobile devices, including those based on the Android and iOS operating system
platforms, and Apple offers proprietary maps and voice-guided turn by turn directions. Microsoft Corporation also provides a free voice-guided turn-byturn navigation solution on its Windows Mobile and Windows Phone operating systems. Competition from these free offerings may reduce our revenue,
result in our incurring additional costs to compete and harm our business. In addition, new car buyers may not value navigation solutions built into their
vehicles if they believe that free (brought-in) offerings, such as Apple’s CarPlay or Google’s auto initiatives, are adequate and may not purchase our
solutions with their new cars. Ford offers Apple’s CarPlay and Google’s Android Auto on its vehicles in North America equipped with its SYNC 3
platform and announced that Waze will be available on its vehicles equipped with the SYNC 3 platform, which may reduce the number of vehicle
purchasers who purchase on-board navigation solutions. GM also offers Apple’s CarPlay and Google’s Android Auto on most of its vehicles in North
America and announced on September 5, 2019 that it intends to utilize GAS solutions on certain models beginning with GM’s model year 2022. The
relationship GM announced with GAS may reduce the number of new GM models and vehicles in which our products and services are provided over the
remaining term of our agreements with GM. Garmin announced on January 7, 2020 a relationship with Ford to integrate Garmin’s navigation technology
into Ford’s next-generation SYNC communications and entertainment system. The relationship Garmin announced with Ford may reduce the number of
new Ford models and vehicles in which our products and services are provided. In addition, Ford announced on February 1, 2021 that it intends to utilize
Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price points beginning in 2023, which may reduce the number of new Ford
models and vehicles in which our products and services are provided over the remaining term of our agreements with Ford. We expect this will have a
significant negative impact on our revenue in future years but are currently unable to determine the scope and timing of the impact. In addition, while we
saw expansion of our latest version of Scout GPS Link solution across more Toyota and Lexus models through fiscal 2019, we expect that Toyota may limit
the number of future models or vehicles on which Scout GPS Link is offered by Toyota and Lexus, due in part to the offering of alternative brought-in
solutions such as Apple’s CarPlay, which Toyota announced it is offering across certain Toyota models, and the expanded offering of Google’s Android
Auto solution across more automobile manufacturers. We may not successfully increase our revenue from Ford or Toyota, and our revenue could decrease,
if our products are replaced within vehicles by Ford, GM or Toyota with our competitors’ products or due to price competition from third parties.
We compete in the automotive navigation market with established automobile manufacturers and tier ones and providers of on-board navigation
services such as AISIN AW CO., Ltd, AutoNavi Software Co., Ltd., Robert Bosch GmbH, Elektrobit Corporation, Garmin, Ltd., HERE, Navinfo Co., Ltd.,
NNG LLC, Shenyang MXNavi Co., Ltd., and TomTom, as well as other competitors such as Apple and Google. In 2019, Lear acquired Xevo, with which
we provide an offering to Toyota, which could result in Xevo moving into the on-board navigation services space. Some of our competitors’ and our
potential competitors’ advantages over us, either globally or in particular geographic markets, include the following:
•

significantly greater revenue and financial resources;

•

ownership of mapping and other content allowing them to offer a more vertically integrated solution;

•

stronger brand and consumer recognition in a particular market segment, geographic region or worldwide;

•

the capacity to leverage their marketing expenditures across a broader portfolio of products;

•

access to core technology and intellectual property, including more extensive patent portfolios;

•

access to custom or proprietary content;

•

quicker pace of innovation;
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•

stronger automobile manufacturer and tier-one relationships;

•

more financial flexibility and experience to make acquisitions;

•

ability or demonstrated ability to partner with others to create stronger or new competitors;

•

stronger international presence, which could make our larger competitors more attractive partners to automobile manufacturers and tier ones;

•

lower labor and development costs; and

•

broader global distribution and presence.

Our competitors’ and potential competitors’ advantages over us could make it more difficult for us to sell our navigation services, and could result in
increased pricing pressures, reduced profit margins, increased sales and marketing expenses and failure to increase, or the loss of, market share or expected
market share, any of which would likely cause harm to our business, operating results and financial condition.
If we are unable to integrate future investments or acquisitions successfully, our operating results and prospects could be harmed.
In the future, we may make acquisitions to improve and increase the scale of our navigation services offerings or expand into new markets. Our future
acquisition strategy will depend on our ability to identify, negotiate, complete and integrate acquisitions and, if necessary, to obtain satisfactory debt or
equity financing to fund those acquisitions. We do not have experience identifying, executing or integrating such investments or acquisitions and any
investments we make or mergers and acquisitions we complete may not be successful, may fail to demonstrate a return or fail to advance our product
offerings or overall strategy. Future investments or mergers and acquisitions we may pursue would involve, numerous risks, including the following:
•

our ability to realize synergies, cost reductions and operating efficiencies we may expect to result from an acquisition or strategic investment;

•

difficulties in integrating and managing the operations, technologies and products of the companies or assets we acquire, including those that are
geographically remote from our existing operations;

•

the potential disruption to our ongoing business of the acquisition or the process of integrating and managing the acquired operations,
technologies and products;

•

diversion of our management’s attention from normal daily operation of our business;

•

our inability to maintain the key business relationships and the reputations of the businesses we acquire;

•

uncertainty of entry into markets in which we have limited or no prior experience and in which competitors have stronger market positions;

•

our dependence on unfamiliar affiliates and customers of the companies we acquire;

•

insufficient revenue or cost savings to offset our increased expenses associated with acquisitions;

•

our responsibility for known and unknown liabilities of the businesses we acquire; and

•

our inability to maintain internal standards, controls, procedures and policies.

Completion of acquisitions is typically subject to the satisfaction of various closing conditions, including but not limited to regulatory approvals or
financings supporting the transaction. There can be no assurance that any of such conditions will be satisfied and the acquisition will be completed. In
addition, we may be unable to secure the equity or debt funding necessary to finance such future acquisitions, or on terms that are acceptable to us. If we
finance acquisitions by issuing equity or convertible debt securities, our existing stockholders will likely experience dilution, which could be significant,
and if we finance future acquisitions with debt funding, we will incur interest expense and may have to comply with financial covenants and secure that
debt obligation with our assets.
If we are not successful in completing acquisitions that we may pursue in the future, we may be required to reevaluate our business strategy, and we
may incur substantial expenses and devote significant management time and resources without a productive result. We could also in the future record
impairment losses in connection with acquisitions.
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Our investment portfolio and cash balances may become impaired by poor investment performance, deterioration of the financial markets or the
economic effects of COVID-19.
Our cash equivalent and short-term investment portfolio as of December 31, 2020 consisted of corporate bonds, asset-backed securities, municipal
securities, U.S. agency securities, commercial paper, U.S. treasury securities and money market mutual funds. We follow an established investment policy
and set of guidelines to monitor and help mitigate our exposure to interest rate and credit risk. The policy sets forth credit quality standards and limits our
exposure to any one issuer, as well as our maximum exposure to various asset classes.
During fiscal 2020, significant market volatility, in large part due to the economic uncertainty arising from the COVID-19 pandemic, affected the
prices of the securities we hold, as well as the financial markets in general. Should financial market conditions worsen in the future, investments in some
financial instruments may pose risks arising from market liquidity and credit concerns. In addition, poor performance by the early stage companies in
which we hold investments could cause us to write down the value of those investments. Any significant under-performance by these companies, including
due to factors or market or competitive forces outside of our control or which we may not foresee, could negatively impact the value of such investments,
which could be material in any period. Any deterioration of the capital markets could also cause our other income and expense to vary from expectations.
For example, recent manufacturing shutdowns of our automobile manufacturer partners, such as GM, Ford, Toyota and others, decreased our revenue,
operating results, financial condition and cash flows while they continued and until our automobile manufacturer partners resume full production. If
additional automobile manufacturing plant shut-downs occur or further social distancing guidelines affect the number of vehicles produced, they would
also negatively impact our ability to maintain cash balances to support our operations and future investments. For example, in the three months ended June
30, 2020 and September 30, 2020, our cash used in operating activities was $14.4 million and $5.0 million, respectively. In addition, a sustained economic
recession will negatively impact demand for new vehicles, even when full production resumes. Should these conditions continue, they would also
negatively impact our ability to maintain cash balances to support our operations and future investments. While we maintain what we believe are sufficient
cash balances to support our operations, we believe such periods of cash usage in our operations could continue for the near-to-medium-term, and until our
automobile manufacturer partners resume full production.
We cannot predict when that resumption of production may occur, and at what level our partners may resume production. Once production does
resume, it is likely that for an extended period the production rate will be substantially below maximum production or levels which preceded the COVID19 shutdown. As of December 31, 2020, we had no material impairment charges associated with our short-term investment portfolio. Although we believe
our current investment portfolio has little risk of material impairment, we cannot predict future market conditions or market liquidity, or credit availability,
and can provide no assurance that our investment portfolio will remain materially unimpaired.
Changes in business direction and market conditions could lead to charges related to structural reorganization and discontinuation of certain products
or services, which may adversely affect our financial results.
In response to changing market conditions and the desire to focus on new and more potentially attractive opportunities, we may be required to
strategically realign our resources and consider restructuring, eliminating, or otherwise exiting certain business activities. Any decision to reduce
investment in, dispose of, or otherwise exit business activities may result in the recording of special charges, such as workforce reduction and excessive
facility space costs.
RISKS RELATED TO BEING A PUBLICLY TRADED COMPANY AND HOLDING OUR COMMON STOCK
As a public company, we are obligated to develop and maintain effective internal control over financial reporting. We may not always complete our
assessment of the effectiveness of our internal control over financial reporting in a timely manner, or such internal control may not be determined to be
effective, which may adversely affect investor confidence in our company and, as a result, the value of our common stock.
The Sarbanes-Oxley Act requires that we test our internal control over financial reporting and disclosure controls and procedures annually and that we
incur substantial expense and expend significant management time on compliance-related issues.
During the three months ended December 31, 2018, we identified a material weakness in internal control over our financial reporting relating to our
supervision and review of the financial models supporting our revenue recognition accounting and disclosures which related to our implementation of ASU
No. 2014-09, Revenue from Contracts with Customers (Topic 606). We refer to this as the “December 2018 Control Deficiency.” We also identified a
material weakness in internal control over our financial reporting during the three-month period ended December 31, 2019, relating to a design deficiency
in our review controls over unusual or non-recurring and significant transactions. We refer to this as the “December 2019 Control Deficiency.”
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As further described in Part II, Item 9A of our Form 10-K, we took specific steps to remediate these material weaknesses by implementing and
enhancing our internal controls. During our fourth fiscal quarter of 2020, we completed our testing of the design and operating effectiveness of the
implemented controls and found them to be effective. As a result, we have concluded that the December 2018 Control Deficiency and the December 2019
Control Deficiency which each constituted a material weakness had been remediated as of June 30, 2020, and that internal control over our financial
reporting was effective as of June 30, 2020. We also concluded that internal control over financial reporting was effective as of September 30, 2020;
however, we may not be able to maintain effective internal control over financial reporting in the future.
If we are unable to comply with the requirements of Section 404 in the future, or if we or our independent registered public accounting firm identify
additional deficiencies in our internal control over financial reporting that are deemed to be material weaknesses, the market price and trading liquidity of
our stock may decline, investors may lose confidence in our reported financial information, we could be subject to civil and criminal investigations and
penalties by the NASDAQ Global Market, the SEC or other regulatory authorities, and our business and financial condition could otherwise be materially
and adversely impacted.
We will continue to incur high costs and demands upon management as a result of complying with the laws and regulations affecting public
companies, which could harm our operating results.
As a public company, we incur significant legal, accounting, investor relations and other expenses, including costs associated with public company
reporting requirements. We also have incurred and will continue to incur costs associated with current corporate governance requirements, including
requirements under Section 404 and other provisions of the Sarbanes-Oxley Act, as well as rules implemented by the SEC and the stock exchange on which
our common stock is traded. We are generally not eligible to report under reduced disclosure requirements or benefit from longer phase in periods for
“emerging growth companies” as such term is defined in the Jumpstart Our Business Act of 2012. The expenses incurred by public companies for reporting
and corporate governance purposes have increased dramatically over the past several years. We expect these rules and regulations to continue to impact our
legal and financial compliance costs substantially and to make some activities more time consuming and costly. We are unable currently to estimate these
costs with any degree of certainty. We also expect that, over time, it may be more expensive for us to obtain director and officer liability insurance. As a
result, it may be more difficult for us to attract and retain qualified individuals to serve on our Board of Directors or as our executive officers if we cannot
provide a level of insurance coverage that they believe is adequate.
In September 2018, California enacted a law that requires publicly held companies headquartered in California to have at least one female director by
the end of 2019 and at least three by the end of 2021, with the exact number required dependent upon the size of the board. The law would impose financial
penalties for failure to comply. We believe we were in compliance with the requirements of the law during 2019. However, we do not currently have any
female directors and we may incur costs associated with complying with the law now and in future years, including costs associated with expanding our
Board of Directors or identifying qualified female candidates for appointment to our Board of Directors, or financial penalties or harm to our brand and
reputation if we are unable to do so.
If securities analysts do not publish research or reports about our business or if they publish negative evaluations of our stock, the price of our stock
could decline.
We expect that the trading price for our common stock will be affected by any research or reports that industry or financial analysts publish about us
or our business. As of December 31, 2020, only [three] research analysts publish reports regarding our company. If one or more of these analysts cease
coverage of our company, our stock may lose visibility in the market, which in turn could cause our stock price to decline. In addition, if any analysts who
may elect to cover us downgrade their evaluations of us or issues an adverse or misleading opinion regarding our stock, the price of our stock could decline.
For example, following the GM announcement on September 5, 2019 that it intended to utilize GAS solutions on certain models beginning with GM’s
model year 2022, several financial analysts published research reports lowering their price targets of our stock. After this announcement and publication of
these reports, our stock price fell significantly. Garmin announced in January 2020 a relationship with Ford to integrate Garmin’s navigation technology
into Ford’s next-generation SYNC communications and entertainment system, which also caused our stock price to decline. Ford announced on February 1,
2021 that it intends to utilize Google Cloud and other Google Auto Services, or GAS, on Ford vehicles at all price points beginning in 2023, which may
reduce the number of new Ford models and vehicles in which our products and services are provided over the remaining term of our agreements with Ford.
We expect this will have a significant negative impact on our revenue in future years but are currently unable to determine the scope and timing of the
impact. If one or more of these analysts cease coverage of our company, our stock may lose visibility in the market, which in turn could cause its price to
decline. During portions of fiscal 2019, fiscal 2020 and fiscal 2021, our stock has traded at prices below $5.00 per share. If our stock continues to trade at
prices below $5.00 per share for an extended period of time, financial analysts might terminate coverage of our company due to internal policies within
their investment banks, which could result in further stock price declines.

76

Table of Contents

Our stock price has fluctuated significantly and may continue to fluctuate in the future.
Since our initial public offering, our common stock has traded at prices as high as $22.07 per share and as low as $3.35 per share and has tended to
have significant downward and upward price movements in short time periods. For example, GM announced on September 5, 2019 that it intended to
utilize GAS solutions on certain models beginning with GM’s model year 2022. Garmin announced in January 2020 a relationship with Ford to integrate
Garmin’s navigation technology into Ford’s next-generation SYNC communications and entertainment system. The price per share of our common stock
fell significantly following these announcements. Ford announced on February 1, 2021 that it intends to utilize Google Cloud and other Google Auto
Services, or GAS, on Ford vehicles at all price points beginning in 2023, which may reduce the number of new Ford models and vehicles in which our
products and services are provided over the remaining term of our agreements with Ford. We expect this will have a significant negative impact on our
revenue in future years but are currently unable to determine the scope and timing of the impact. Future fluctuations or declines in the trading price of our
common stock may result from a number of events or factors, including those discussed in the preceding risk factors relating to our operations, as well as:
•

actual or anticipated fluctuations in our operating results;

•

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

•

announcements by us or our competitors of significant technical innovations, relationship changes with key customers, acquisitions, strategic
partnerships, joint ventures, capital raising activities or capital commitments;

•

announcements by automobile manufacturers, such as Ford, GM and others, regarding increased use in their vehicles of competing third-party
navigation platforms, such as GAS;

•

our issuance of equity to our employees or through private or public sales, which could cause dilution to our existing investors;

•

announcements of strategic transactions or investments by us, which could cause uncertainty for our investors and analysts;

•

the public’s response to our press releases or other public announcements, including our filings with the SEC;

•

lawsuits threatened or filed against us; and

•

large distributions of our common stock by significant stockholders to limited partners or others who immediately resell the shares.

General market conditions and domestic or international macroeconomic factors unrelated to our performance, such as the continuing unprecedented
volatility in the financial markets, including as a result of COVID-19, may also affect our stock price. For these reasons, investors should not rely on recent
trends to predict future stock prices or financial results. Investors in our common stock may not be able to dispose of the shares they purchased at prices
above the initial public offering price, or, depending on market conditions, at all.
In the past, the market price for our common stock has traded only slightly above the cash value of our common stock. As of December 31, 2020, the
cash value (including short-term investments) of our common stock was approximately $2.35 per share. If investors do not value our company as an
ongoing business and only value it for the cash on our balance sheet, our stock price may decline if we continue to incur net losses and use our cash to fund
operations. We may also attract investors who are looking for short-term gains in our shares rather than being interested in our long-term outlook. As a
result, the price of our common stock may be volatile.
The concentration of ownership of our capital stock limits your ability to influence corporate matters.
Our executive officers and directors and entities affiliated with them beneficially owned (as determined in accordance with the rules of the SEC)
approximately 22.3% of our common stock outstanding as of December 31, 2020, which includes approximately 15.2% of our common stock held by
Digital Mobile Venture Ltd., which is an entity represented by Samuel Chen, a member of our Board of Directors, and 5.1% held by HP Jin, our chief
executive officer. These stockholders, acting together, may be able to control our management and affairs and matters requiring stockholder approval,
including the election of directors and the approval of significant corporate transactions, such as mergers, consolidations or the sale of substantially all of
our assets. Consequently, this concentration of ownership may have the effect of delaying or preventing a change of control, including a merger,
consolidation or other business combination involving us, or discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain
control, even if that change of control would benefit our other stockholders.
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The average daily trading volume in our stock is limited and any sales of our common stock by any of these stockholders (or, in the case where such
stockholders are investment funds, distribution of our stock to their investors and their subsequent sale), could significantly increase trading volatility in
and significantly lower the market price of our common stock, regardless of our actual operating performance.
Certain provisions in our charter documents and under Delaware law could limit attempts by our stockholders to replace or remove members of our
Board of Directors or current management and may adversely affect the market price of our common stock.
Provisions in our certificate of incorporation and bylaws may have the effect of delaying or preventing a change of control or changes in our Board of
Directors or management. These provisions include the following:
•

our Board of Directors has the right to elect directors to fill a vacancy created by the expansion of the Board of Directors or the resignation,
death or removal of a director, which prevents stockholders from being able to fill vacancies on our Board of Directors;

•

our stockholders may not act by written consent or call special stockholders’ meetings; as a result, a holder or holders controlling a majority of
our common stock would not be able to take certain actions other than at annual stockholders’ meetings or special stockholders’ meetings called
by the Board of Directors, the chair of the Board of Directors, the chief executive officer or the president;

•

our directors may only be removed for cause, which would delay the replacement of a majority of our Board of Directors;

•

our Board of Directors is staggered in three tiers, with directors in each tier separately serving staggered three-year terms, which could impede
an acquiror from rapidly replacing our existing directors with its own slate of directors;

•

our certificate of incorporation prohibits cumulative voting in the election of directors, which limits the ability of minority stockholders to elect
director candidates;

•

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

•

our Board of Directors may issue, without stockholder approval, shares of undesignated preferred stock; the ability to issue undesignated
preferred stock makes it possible for our Board of Directors to issue preferred stock with voting or other rights or preferences that could impede
the success of any attempt to acquire us.

As a Delaware corporation, we are also subject to certain Delaware anti-takeover provisions. For example, under Delaware law, a corporation may not
engage in a business combination with any holder of 15% or more of its capital stock unless the holder has held the stock for three years or, among other
things, the Board of Directors has approved the transaction. Our Board of Directors could rely on Delaware law to prevent or delay an acquisition of us.
Our directors are entitled upon a change of control of our company to accelerated vesting of their equity awards pursuant to the terms of their service
arrangements, and our executive officers and certain employees may also receive certain benefits, including vesting acceleration, in the event their
employment is actually or constructively terminated in the context of a change of control. In addition to the arrangements currently in place with some of
our executive officers, we may enter into similar arrangements in the future.
These provisions, alone or together, could deter, delay or prevent hostile takeovers and changes in control of our company or changes in our
management, and could limit the opportunity for our stockholders to receive a premium for their shares of our capital stock, and could also affect the price
that some investors are willing to pay for our common stock.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds.

Unregistered Sales of Equity Securities
None.
Purchases of Equity Securities by the Issuer and Affiliated Purchasers
None.

78

Table of Contents

Item 6.

Exhibits.

Exhibit
Number

2.1
2.1.1
2.2

3.2.1
10.16.71++
10.16.72++
10.16.73++
10.27.10++
31.1
31.2
32.1~
32.2~
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Incorporated by
Reference
From Form

Description

Agreement and Plan of Merger, dated as of November 2, 2020, by and among
8-K
V99, Inc, a Delaware corporation, Telenav99, Inc., a Delaware corporation
and Telenav Inc., a Delaware corporation.*
Voting and Support Agreement, dated as of November 2, 2020, by and among
8-K
the Stockholders party thereto and Telenav Inc.
Amendment No. 1 to Agreement and Plan of Merger, dated as of December
8-K
17, 2020, by and among Telenav, Inc., a Delaware corporation, V99, Inc., a
Delaware corporation, and Telenav99, Inc., a Delaware corporation and a
wholly owned subsidiary of V99, Inc.
Amended and Restated Bylaws, effective as of November 2, 2020.
8-K
FIFTH AMENDMENT TO TERRITORY LICENSE NO. 11 (Sync Gen3
Filed herewith
Extension)
THIRD AMENDMENT TO TERRITORY LICENSE NO. 14 (Updated SYNC
Filed herewith
Gen4 Fees)
AMENDMENT NO. 12 TO TERRITORY LICENSE NO. 10 (General Motors
Filed herewith
ADAS-Enabled Navigation Applications)
Amendment 6 to the Services Agreement
Filed herewith
Certification Pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as
Filed herewith
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 of
President and Chief Executive Officer
Certification Pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as
Filed herewith
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 of Chief
Financial Officer
Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Furnished herewith
Section 906 of the Sarbanes-Oxley Act of 2002 of President and Chief
Executive Officer
Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Furnished herewith
Section 906 of the Sarbanes-Oxley Act of 2002 of Chief Financial Officer
Inline XBRL Instance Document - the instance document does not appear in
the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document.
Inline XBRL Taxonomy Extension Schema Document
Filed herewith
Inline XBRL Taxonomy Extension Calculation Linkbase Document
Filed herewith
Inline XBRL Taxonomy Extension Definition Linkbase Document
Filed herewith
Inline XBRL Taxonomy Extension Label Linkbase Document
Filed herewith
Inline XBRL Taxonomy Extension Presentation Linkbase Document
Filed herewith
Cover Page Interactive Data File (formatted as Inline XBRL and contained in
Exhibit 101)

Incorporated
by Reference
From Exhibit
Number

Date
Filed

2.1

11/3/2020

2.1.1

11/3/2020

2.1

12/18/2020

3.2.1

11/3/2020

* Schedules have been omitted pursuant to Item 601(b)(2) of Regulation S-K, but a copy will be furnished supplementally to the Securities and
Exchange Commission upon request.
++ Portions of the exhibit have been omitted by means of marking such portions with an asterisk because the identified portions are not material and
would likely cause competitive harm to the Company if publicly disclosed.
~ In accordance with Item 601(b)(32)(ii) of Regulation S-K and SEC Release No. 33-8238 and 34-47986, Final Rule: Management’s Reports on
Internal Control Over Financial Reporting and Certification of Disclosure in Exchange Act Periodic Reports, the certifications furnished in Exhibits
32.1 and 32.2 hereto are deemed to accompany this Form 10-Q
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and will not be deemed “filed” for purposes of Section 18 of the Exchange Act. Such certifications will not be deemed to be incorporated by reference
into any filings under the Securities Act or the Exchange Act, except to the extent that the registrant specifically incorporates it by reference.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
TELENAV, INC.
Dated: February 5, 2021

By:

/s/ Dr. HP JIN
Dr. HP Jin
President and Chief Executive Officer
(Principal Executive Officer)

Dated: February 5, 2021

By:

/s/ ADEEL MANZOOR
Adeel Manzoor
Chief Financial Officer
(Principal Financial and Accounting Officer)
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HERE CONFIDENTIAL EX 10.6.71++

CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE
COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION HAS BEEN OMITTED.

FIFTH AMENDMENT TO TERRITORY LICENSE NO. 11 (Sync Gen3 Extension)
This Fifth Amendment (“Fifth Amendment”) to the Territory License No. 11, effective April 3, 2015 (“TL 11”), as amended, to the Data License
Agreement (“Agreement”), dated December 1, 2002, by and between Telenav, Inc. (“Client”) and Navigation Technologies Corporation, which
was subsequently assigned to HERE North America, LLC (f/k/a NAVTEQ North America, LLC) (collectively, “HERE”), is made and entered
into as of the date of latest signature below (“Amendment Effective Date”). The Agreement and TL 11, and amendments thereto, are hereby
referred to herein as the “Agreement.” Capitalized terms not otherwise defined in the body of this Fifth Amendment shall have the meanings
set forth in the Agreement.
WHEREAS, the Parties desire to renew TL11 and to amend certain terms thereof with this Fifth Amendment as follows:
1.

The duration of TL11 is hereby extended up to and including December 31, 2026.

2.

In Section II of Exhibit A to TL 11 both references to “2020” shall be deleted and replaced with “2026”.

3.

Except as modified hereunder, all other terms and conditions of the Agreement shall stay in full force and effect.

IN WITNESS WHEREOF, the parties have caused this Fifth Amendment to be executed by their authorized representatives as of the
Amendment Effective Date.
HERE NORTH AMERICA, LLC
By:

/s/s Adil Musabji

Name:

Adil Musabji

By:

TELENAV, INC.
/s/ Steve Debenham

Name:

Steve Debenham

Title:

Senior Patent Attorney

Title:

V.P., General Counsel

Date:

November 9, 2020 | 11:38 AM PST

Date:

10/12/20

HERE NORTH AMERICA, LLC
By:

/s/ Simon Anolick

Name:
Title:

Simon Anolick
Director Legal Counsel_________________

Date: _November 9, 2020 | 11:41 AM PST________

TL 11_AM5_SYNC3_Ext_070920
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[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause competitive
harm to the Registrant if publicly disclosed.

HERE CONFIDENTIAL 10.16.72++

CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE
COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION HAS BEEN OMITTED.

THIRD AMENDMENT TO TERRITORY LICENSE NO. 14 ([*****] Fees)
This Third Amendment (“Third Amendment”) to the Territory License No. 14, effective December 1, 2002 (“TL 14”), as amended, to the Data
License Agreement (“Agreement”), dated December 1, 2002, by and between Telenav, Inc. (“Client”) and HERE North America, LLC (f/k/a
NAVTEQ North America, LLC) (collectively, “HERE”), is made and entered into as of September 25, 2020 (“Amendment Effective Date”). The
Agreement and TL 14, and amendments thereto, are hereby referred to herein as the “Agreement.” Capitalized terms not otherwise defined
in the body of this Third Amendment shall have the meanings set forth in the Agreement.
WHEREAS, the Parties desire to amend certain terms of the Agreement;
NOW THEREFORE, the Parties agree to amend certain provisions of the Agreement with this Third Amendment as follows:
1.
2.

Exhibit A (Pricing). Exhibit A of TL 14 is hereby deleted in its entirety and replaced with the amended Exhibit A, attached hereto.
Except as modified hereunder, all other terms and conditions of the Agreement shall stay in full force and effect.

IN WITNESS WHEREOF, the parties have caused this Second Amendment to be executed by their authorized representatives as of the
Amendment Effective Date.
HERE NORTH AMERICA, LLC
By:

/s/ Adil Musabji

Name:

Adil Musabji

By:

TELENAV, INC.
/s/ Steve Debenham

Name:

Steve Debenham

Title:

Senior Patent Attorney

Title:

V.P., General Counsel

Date:

November 13, 2020 | 7:26 AM PST

Date:

11/17/2020

HERE NORTH AMERICA, LLC
By:

/s/ Simon Anolick

Name:
Title:

Simon Anolick
_Director Legal Counsel_________________

Date: __November 13, 2020 | 7:29 AM PST_______

TL 14_AM2_SYNC4_071420
Page 1 of 8

[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause competitive harm to the
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HERE CONFIDENTIAL 10.16.72++

CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE
COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION HAS BEEN OMITTED.

EXHIBIT A
PRICING
I.

License Fees per Copy .

Client shall pay HERE the License Fee per Copy in connection with Route Guidance Applications set forth in the applicable table
below for each Copy of the Data distributed hereunder containing all or any portion of the Data identified in Section II.B of this TL.
2020 CY, North America Only
Map type

Embedded Map w/
connectivity for trial
period

Embedded Map w/
connectivity for trial
period

Period

Price for [*****] Trial w/ no Price for [*****] Trial w/
map features when trial map viewer features
ends
when trial ends

Embedded Map w/ connectivity
for trial + subscription

Embedded Map
w/ connectivity

Price for [*****] Trial w/ additional Embedded Map
[*****] of map service via
with quarterly
subscription OR subsequent
updates
annual renewals

Embedded Map only, No $[*****]
MapCare

$[*****]

$[*****]

N/A

[*****] subscription
MapCare

N/A

N/A

N/A

$[*****]

[*****] subscription
MapCare [*****]

N/A

N/A

N/A

$[*****]

[*****] subscription
N/A
MapCare [*****] following
expiration of initial
subscription period

N/A

N/A

$[*****]

Embedded Map w/ connectivity for trial period: Price for [*****] Trial w/ map viewer features when trial ends:
• The system will be enabled with its entire navigation features for the [*****] trial period. At the end of the trial period only
map viewer capability will be allowed, ie: no search, no routing, nor other functions will be allowed. No map updates will
be provided during the map viewer period.
Embedded Map w/ connectivity for trial + subscription: Price for [*****] Trial w/ additional [*****] of map service via subscription:
• The system will be enabled with its entire navigation features for the [*****] trial period and a following [*****] subscription
period. At the end of the [*****] subscription period only map viewer capability will be allowed, ie: no search, no routing,
nor other functions will be allowed
TL 14_AM2_SYNC4_071420
Page 2 of 8

[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause competitive harm to the
Registrant if publicly disclosed.

HERE CONFIDENTIAL 10.16.72++

CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE
COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION HAS BEEN OMITTED.

unless the end user renews their subscription. [*****] map updates will be provided during the [*****] subscription period
and any subsequent renewal period. No map updates will be provided during the map viewer period.
Embedded Map w/ connectivity:
• The system will be enabled with its entire navigation features with [*****]. [*****] map updates will be provided during the
MapCare subscription period.
Additional Terms
•
•
•
•
•
•
•
•
•
•

HERE shall provide Client with a [*****] annual productivity discount starting from [*****]
All prices are [*****]
Incremental uplift associated [*****] functionality is to be applied on an optional [*****] basis.
Initial License Fee pricing is for HERE license fees only and does not include any third-party content or royalty fees.
The pricing contained herein is for HERE Maps being used for the target [*****].
Incremental uplift associated [*****] functionality is to be applied on an optional [*****] basis.
Initial License Fee pricing includes map license fee for applicable map updates (i.e. MapCare) for the contracted duration of up to
[*****].
Following the initial term, [*****] are not provided and [*****] are available only upon payment of a separate and optional fee.
Distribution of [*****] is a separate and optional fee.
[*****] rights are transferrable upon vehicle sale.
Availability of content may vary country to country. Not all content may be available in all countries.

TL 14_AM2_SYNC4_071420
Page 3 of 8
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H E R E C O N F I D E N T I A L 10.16.73++
CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND
WOULD LIKELY CAUSE COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT
INFORMATION HAS BEEN OMITTED.

AMENDMENT NO. 12 TO TERRITORY LICENSE NO. 10
(General Motors ADAS-Enabled Navigation Applications)
This Twelfth Amendment (the “Amendment”) to the Territory License No. 10, effective March 1, 2016 (“TL 10”), as previously
amended, to the Data License Agreement (“Agreement”), dated December 1, 2002, by and between Telenav, Inc. (“Client”) and
Navigation Technologies Corporation, which was subsequently assigned to HERE North America, LLC (f/k/a NAVTEQ North
America, LLC) (collectively, “HERE”), is made and entered into as of July 1, 2020 (“Amendment Effective Date”). The
Agreement and TL 10, and amendments thereto, are hereby referred to herein as the “Agreement.” In the event of a conflict, the
terms of this Amendment shall control over any previous terms with regard to the subject matter of this Amendment. Capitalized
terms not otherwise defined in this Amendment shall have the meanings set forth in the Agreement.
The parties agree to amend certain provisions of TL 10 with this Amendment as follows:
1.

TL Term. The term of the TL 10 is hereby extended to December 31, 2025 (“Expiration Date”).

2.

In Section 3 of Exhibit D (Pricing) to TL 10 in connection with the Additional Terms for Resubscription License Fees
(added pursuant to the Fifth Amendment to TL 10, executed 06 November 2018), the language “(i) The fees above are
applicable for [*****] – [*****]” shall be stricken and replaced with “(i) The fees above are applicable for [*****] – [*****]”.

3.

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing)
to TL 10 for use of the Data in connection with [*****] and shall replace and supersede any prior pricing for the
same), including (i) the Initial Copy; (ii) a [*****] month Initial Subscription for HERE [*****] and (iii) access to the HERE
[*****] during the Subscription Period:
[*****]X including: [*****] Services Trial, [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

TL10_AM12_062220
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H E R E C O N F I D E N T I A L 10.16.73++
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Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [******] and shall replace and supersede any prior pricing for the same), including (i)
the Initial Copy; (ii) a [*****] month Initial Subscription for HERE [*****] and (iii) access to the HERE [*****] during the Subscription
Period:

[*****] including: [*****] Services Trial, [******]
[*****]

[******]

[******]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****] and shall replace and supersede any prior pricing for the same), including (i)
the Initial Copy; (ii) a [******] year Initial Subscription for HERE [******] and (iii) access to the HERE [*****] during the Subscription
Period:

[*****] including: [******] Services, [******], [******]
[******]

[******]

[******]

[******]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

TL10_AM12_062220
Page 2 of 6

[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause
competitive harm to the Registrant if publicly disclosed.
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CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND
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INFORMATION HAS BEEN OMITTED.

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****]Applications and shall replace and supersede any prior pricing for the same),
including (i) the Initial Copy; (ii) a [*****]year Initial Subscription for HERE [*****] and (iii) access to the HERE [*****]during the
Subscription Period:

[*****] including: [*****] Services, [*****] Traffic, [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****] and shall replace and supersede any prior pricing for the same), including (i)
the Initial Copy; (ii) a [*****] year Initial Subscription for HERE [*****] and (iii) access to the HERE [*****] during the Subscription
Period:

[*****] including: [*****] Services (excludes [*****]), [*****] , [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

TL10_AM12_062220
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Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****]and shall replace and supersede any prior pricing for the same), including (i) the
Initial Copy; (ii) a [*****] year Initial Subscription for HERE [*****] and (iii) access to the HERE [*****] during the Subscription
Period:

[*****] including: [*****] Services (excludes [*****]), [*****] , [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****] and shall replace and supersede any prior pricing for the same), including (i)
the Initial Copy and Map Updates; (ii) a [*****] year Initial Subscription for HERE [*****] and (iii) access to the HERE [*****] during
the Subscription Period:

TL10_AM12_062220
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[*****] including: [*****] Services (includes [*****]), [*****] , [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

Commencing on the Amendment Effective Date, the following fees are hereby added to Section 3 of Exhibit D (Pricing) to TL 10
for use of the Data in connection with [*****] and shall replace and supersede any prior pricing for the same), including (i)
the Initial Copy and Map Updates; (ii) a [*****] year Initial Subscription for HERE [*****] and (iii) access to the HERE [*****] during
the Subscription Period:

[*****] including: [*****] Services (includes [*****]), [*****] , [*****]
[*****]

[*****]

[*****]

[*****]

North America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Europe

$[*****]

$[*****]

$[*****]

$[*****]

Australia/New Zealand

$[*****]

$[*****]

$[*****]

$[*****]

Middle East Territory

$[*****]

$[*****]

$[*****]

$[*****]

Israel

$[*****]

$[*****]

$[*****]

$[*****]

Africa Territory

$[*****]

$[*****]

$[*****]

$[*****]

South Korea

$[*****]

$[*****]

$[*****]

$[*****]

Taiwan

$[*****]

$[*****]

$[*****]

$[*****]

Latin America Territory

$[*****]

$[*****]

$[*****]

$[*****]

Southeast Asia Territory

$[*****]

$[*****]

$[*****]

$[*****]

India

$[*****]

$[*****]

$[*****]

$[*****]

4.

In Section 4 of Exhibit D (Data) to TL 10, the following [*****] product row (title row included for convenience only) is
appended to the listing of “Additional Content:” immediately following the line for “TMS Codes**”:
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H E R E C O N F I D E N T I A L 10.16.73++
CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT BECAUSE IT IS NOT MATERIAL AND
WOULD LIKELY CAUSE COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT
INFORMATION HAS BEEN OMITTED.

North
America
Territory

Latin
America
Territory

Europe
Territory

South
Korea

X

X

X

X

[*****]

5.

Southeast
Aisa Territory

Australia
New
Zealand

Israel

Africa
Territory

Middle East
Territory

X

Turkey

India

Taiwan

X

X

Except as modified hereunder, all other terms and conditions of the Agreement shall stay in full force and effect.

IN WITNESS WHEREOF, the parties have caused this Amendment to be executed by their authorized representatives as of the
dates written below.
TELENAV
By:

/s/ Steve Debenham

Printed Name:

Steve Debenham

Title:

V.P., General Counsel

Date:

11/19/2020

HERE NORTH AMERICA, LLC
By:

/s/ Adil Musabji

Printed Name:

Adil Musabji

HERE NORTH AMERICA, LLC
By:/s/ Simon Anolick
Printed Name:

Title:

Sr. Patent Attorney

Title:

Date:

November 18, 2020 | 6:33 AM PST

Simon Anolick

Director Legal Counsel
Date:

November 18, 2020 | 7:16 AM PST
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10.27.10++
CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT
BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE COMPETITIVE HARM TO
THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION
HAS BEEN OMITTED.

AMENDMENT 6 TO THE SERVICES AGREEMENT
THIS AMENDMENT 6 (the “Amendment”) is entered into as of December 8th, 2020 (“Amendment Effective Date”) by and between Telenav, Inc., a
corporation duly organized and existing under the laws of the State of Delaware, ("Licensor") and GENERAL MOTORS HOLDINGS LLC and its
subsidiary GENERAL MOTORS LLC, each a Delaware limited liability company (individually and collectively "GM").
RECITALS
WHEREAS, GM and Licensor entered into a Services Agreement on June 13th 2014 (the “Agreement”); and as amended by Amendment 1 effective
December 5th, 2014, Amendement 2 effective March 18th, 2015, Amendment 3 effective December 24th 2015, Amendment 4 effective May 3rd, 2016 and
Amendment 5 effective July 24th, 2019;
WHEREAS, GM and Licensor desire to amend the Agreement.
NOW, THEREFORE, in consideration of the premises, and other good and valuable consideration received and to be received, Licensor and GM agree as
follows:
1.

Section 15, Term of the Agreement is amended to delete “ending on December 31, 2020” and replaced with “ending on December 31, 2021”.

2.

The exhibit entitled “Data License Agreement & Services” is amended at Section 3, Term, to replace “shall continue to be in effect until December
31, 2020” with “shall continue to be in effect until December 31, 2021”.

3.

The exhibit entitled “Software Service License Agreement” is amended at Section 1, Agreement and Term, to replace “shall continue to be in
effect until December 31, 2020” with “shall continue to be in effect until December 31, 2021”.

4.

Effective as of January 1, 2021, the Data License Agreement Exhibit 5.1 entitled “Pricing” shall be deleted in its entirety and replaced with the
revised Exhibit 5.1 attached hereto.

This Amendment 6 shall be read in conjunction with the Agreement. In the event of a conflict between any term of this Amendment and the Agreement, the
terms of this Amendment shall control. Capitalized terms, except as defined herein, shall have the same meaning as set forth in the Agreement. All other
provisions of the Agreement not specifically changed by this Amendment shall remain in full force and effect.
IN WITNESS WHEREOF, Licensor and GM acknowledge that each of the provisions of this Amendment were expressly agreed to and have each caused
this Amendment to be signed and delivered by its duly authorized officer or representative as of the Amendment Effective Date.
GENERAL MOTORS HOLDINGS LLC

By: /s/ Ashley Moran

By: /s/ Steve Debenham

Printed Name: Ashley Moran
Title: Senior Buyer
Date: 12/10/2020

LICENSOR

Printed Name: Steve Debenham
Title:V.P. , General Counsel
Date:

12/10/2020

Page 1 of 3
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10.27.10++
CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT
BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE COMPETITIVE HARM TO
THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION
HAS BEEN OMITTED.

GENERAL MOTORS LLC

By: /s/ Ashley Moran
Printed Name: Ashley Moran
Title: Senior Buyer
Date: 12/10/2020
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[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause competitive harm to the
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10.27.10++
CERTAIN IDENTIFIED INFORMATION HAS BEEN OMITTED FROM THIS EXHIBIT
BECAUSE IT IS NOT MATERIAL AND WOULD LIKELY CAUSE COMPETITIVE HARM TO
THE REGISTRANT IF PUBLICLY DISCLOSED. [*****] INDICATES THAT INFORMATION
HAS BEEN OMITTED.
Exhibit 5.1 to Data License and Services Agreement
Pricing
Table 1: One-time Fees per VIN Pricing

Non-EV core price

Current Fees

[*****] Std Fees

[*****] uplift

New price

$[*****]

-$[*****]

-$[*****]

$[*****]

EV Fuel type upcharge
·

North America

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Latin America

$[*****]

-$[*****]

-$[*****]

$[*****]

·

India

$[*****]

-$[*****]

-$[*****]

$[*****]

·

South Korea

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Taiwan

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Southeast Asia

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Australia/New Zealand $[*****]

-$[*****]

-$[*****]

$[*****]

·

Israel

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Africa

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Middle East

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Turkey

$[*****]

-$[*****]

-$[*****]

$[*****]

·

Europe

$[*****]

-$[*****]

-$[*****]

$[*****]

License Fee Reporting:
On or before the 10th day of each calendar month, Licensee shall prepare and submit to Licensor a written report with separate line items by country for the
total number of newly activated [*****] and [*****] vehicles (VINs) made by GM and/or GM Affiliates with subscriptions to [*****] / [*****] / [*****] / [*****]
functionality developed by or on behalf of GM for the previous calendar month. Each such subscription is associated with a single VIN and entitles the
vehicle (up to ten profiles) access to one or more applications via PC, mobile, tablet or vehicle devices. A VIN is considered activated if an application or
applications with [*****] / [*****] / [*****] / [*****] functionality is activated, downloaded, or otherwise distributed to a VIN. Licensee is responsible for
ensuring that such application subscriptions are only distributed to end users with a valid end user account linked to a VIN. For clarity, if more than one
application is activated by a VIN, that VIN shall only be counted once and no further reporting or fees are due for subsequent activations of applications.
Following receipt of such report, Licensor shall invoice Licensee for the amounts due in accordance with the pricing in Table 1 and Licensee shall pay in
accordance with [*****] payment terms as specified in the applicable Purchase Order.
Table 2: Demo Mode
With respect to [*****] (Appendix F) of Statement of Work:
GM will pay Licensor $[*****] per year ($[*****]/month) for North America (US, Canada, Mexico) and Europe.
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[*****] Certain identified information denoted with an asterisk have been omitted from this exhibit because it is not material and would likely cause competitive harm to the
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Exhibit 31.1
CERTIFICATION OF THE PRESIDENT AND CHIEF EXECUTIVE OFFICER
PURSUANT TO SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Dr. HP Jin, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Telenav, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: February 5, 2021

By:

/s/ Dr. HP JIN
Dr. HP Jin
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Adeel Manzoor, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Telenav, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: February 5, 2021

By:

/s/ ADEEL MANZOOR
Adeel Manzoor
Chief Financial Officer

Exhibit 32.1
CERTIFICATION OF PRESIDENT AND CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002
I, Dr. HP Jin, the president and chief executive officer of Telenav, Inc. (the “Company”), certify for the purposes of 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,
(i) the Quarterly Report of the Company on Form 10-Q for the three months ended December 31, 2020 (the “Report”), fully complies with
the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
(ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: February 5, 2021

By:

/s/ Dr. HP JIN
Dr. HP Jin
President and Chief Executive Officer

Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002
I, Adeel Manzoor, the chief financial officer of Telenav, Inc. (the “Company”), certify for the purposes of 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,
(i) the Quarterly Report of the Company on Form 10-Q for the three months ended December 31, 2020 (the “Report”), fully complies with
the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
(ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: February 5, 2021

By:

/s/ ADEEL MANZOOR
Adeel Manzoor
Chief Financial Officer

