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INTRODUCTION

EEINT3 < 99 ¢

In this annual report, the terms “Wix,” “we,” “us,” “our” and “the company” refer to Wix.com Ltd. and its subsidiaries.

This annual report includes other statistical, market and industry data and forecasts which we obtained from publicly
available information and independent industry publications and reports that we believe to be reliable sources. These
publicly available industry publications and reports generally state that they obtain their information from sources that
they believe to be reliable, but they do not guarantee the accuracy or completeness of the information. Although we
believe that these sources are reliable, we have not independently verified the information contained in such
publications. Certain estimates and forecasts involve uncertainties and risks and are subject to change based on

various factors, including those discussed under the headings “—Special Note Regarding Forward-Looking Statements”
and “Item 3.D—Risk Factors” in this annual report.

Throughout this annual report, we refer to various trademarks, service marks and trade names that we use in our
business. The “Wix.com” design logo is the property of Wix.com Ltd. Wix® is our registered trademark in the United
States. We have several other trademarks, service marks and pending applications relating to our solutions. Other
trademarks and service marks appearing in this annual report are the property of their respective holders.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

In addition to historical facts, this annual report contains forward-looking statements within the meaning of Section

27A of the U.S. Securities Act of 1933, as amended (the “Securities Act”), Section 21E of the U.S. Securities Exchange

Act of 1934, as amended (the “Exchange Act”) and the safe harbor provisions of the U.S. Private Securities Litigation

Reform Act of 1995. We make forward-looking statements in this annual report that are subject to risks and

uncertainties. These forward-looking statements include information about possible or assumed future results of our

business, financial condition, results of operations, liquidity, plans and objectives. In some cases, you can identify
forward-looking statements by terminology such as “believe”, “may”, “estimate”, “continue,” “anticipate,” “intend”, “‘should”,
“expect”, “predict”, “potential”, or the negative of these terms or other similar expressions. The statements we make
regarding the following matters are forward-looking by their nature:

99 ¢

our expectations regarding future changes in our cost of revenues and our operating expenses on an absolute basis
and as a percentage of our revenues;

-our expectation that the percentage of revenues we derive from outside of North America will increase in the future;
-our expectation that the percentage of revenues we derive from premium subscriptions will increase in the future;
-our expectations with respect to the integration and performance of recent acquisitions;

our planned level of capital expenditures and our belief that our existing cash and cash from operations will be
sufficient to fund our operations for at least the next twelve months; and

our plans to make our product, support and communication channels available in additional languages and to expand
our payment infrastructure to transact in additional local currencies and accept additional payment methods.

The preceding list is not intended to be an exhaustive list of all of our forward-looking statements. The
forward-looking statements are based on our beliefs, assumptions and expectations of future performance, taking into
account the information currently available to us. These statements are only predictions based upon our current
expectations and projections about future events. There are important factors that could cause our actual results,
levels of activity, performance or achievements to differ materially from the results, levels of activity, performance or

7
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achievements expressed or implied by the forward-looking statements. In particular, you should consider the risks
provided under “Item 3.D—Risk Factors” in this annual report.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the
expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that future results, levels
of activity, performance and events and circumstances reflected in the forward-looking statements will be achieved or
will occur. Except as required by law, we undertake no obligation to update publicly any forward-looking statements
for any reason after the date of this annual report, to conform these statements to actual results or to changes in our
expectations.

®
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PART 1

Item 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

Item 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

Item 3. KEY INFORMATION

A.Selected Financial Data

The following tables set forth our selected consolidated financial data. You should read the following selected
consolidated financial data in conjunction with “Item 5. Operating and Financial Review and Prospects” and our
consolidated financial statements and related notes included elsewhere in this annual report. Historical results are not
necessarily indicative of the results that may be expected in the future. Our financial statements have been prepared in
accordance with U.S. Generally Accepted Accounting Principles, or U.S. GAAP.

The selected consolidated statements of operations data for each of the years in the three-year period ended December
31, 2016 and the consolidated balance sheet data as of December 31, 2015 and 2016 are derived from our audited
consolidated financial statements appearing elsewhere in this annual report. The consolidated statements of
operations data for the years ended December 31, 2012 and 2013 and the consolidated balance sheet data as of
December 31, 2012, 2013 and 2014 are derived from our audited consolidated financial statements that are not
included in this annual report.

Year Ended December 31,

2012 2013 2014 2015 2016

(in USD thousands except share and per share data)
Consolidated Statements of Operations:

Revenues 43,676 80,473 141,841 203,518 290,103
Cost of revenues() 9,233 15,257 26,108 34,970 45,287
Gross profit 34,443 65,216 115,733 168,548 244,816
Operating expenses:

Research and development() 16,782 29,660 57,832 77,647 105,368
Selling and marketing(!) 29,057 53,776 97,742 120,010 156,512
General and administrative(! 3,565 8,307 15,803 19,526 26,968
Total operating expenses 49,404 91,743 171,377 217,183 288,848
Operating loss (14961 ) (26,527 ) (55,644 ) (48,635 ) (44,032 )
Financial income (expenses), net 487 (603 ) 2,144 77 247

Other expenses 2 18 14 11 4

Loss before taxes on income (14,476 ) (27,148 ) (53,514 ) (48,569 ) (43,789 )
Taxes on income 496 1,572 3,052 2,765 3,107

Net loss (14972 ) (28,720 ) (56,566 ) (51,334 ) (46,896 )

Basic and diluted net loss per ordinary share®  (2.71 ) (3.33 ) (1.49 ) (1.30 ) (1.12 )
Weighted average number of ordinary shares

used in computing basic and diluted net loss per
ordinary share® 6,822,720 11,597,826 37,847,093 39,408,928 42,032,818
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As of December 31,
2012 2013 2014 2015 2016
(in USD thousands)

Consolidated Balance Sheet Data:

Cash and cash equivalents and short-term deposits 7,510 101,258 86,011 109,999 171,304

Restricted deposits 2,536 3,306 5,909 3,851 931
Total assets 16,055 115,355 118,422 149,433 214,684
Deferred revenues 18,984 37,184 66,598 104,767 156,733
Total shareholders’ equity (deficiency) (10,571) 62,296 18,650 (3,805 ) (2,469 )
Year Ended December 31,
2012 2013 2014 2015 2016

(in USD thousands except registered users and premium subscription data)
Supplemental Financial and Operating

Data:

Collections® 52,479 98,673 171,255 241,687 342,069
Free cash flow® (4,555 ) 1,173 (6,422 ) 14,534 36,158
Number of registered users at period

end® 28,225,857 42,126,246 57,945,346 76,965,482 97,358,803
Number of premium subscriptions at

period end(© 469,589 789,753 1,232,827 1,767,423 2,465,160

(1)Includes share-based compensation expense as follows:

Year Ended December 31,

2012 2013 2014 2015 2016

(in USD thousands)
Cost of revenues 105 490 1,004 1,353 1,798
Research and development 553 3,149 6,594 9,234 14,543
Selling and marketing 101 1,185 2,533 3,077 4,553
General and administrative 261 2,230 3,806 5,069 7,154
Total share-based compensation expense 1,020 7,054 13,937 18,733 28,048

Basic and diluted net loss per ordinary share is computed based on the weighted average number of ordinary
(2) shares outstanding during each period. For additional information, see Notes 2r and 11 to our consolidated
financial statements included elsewhere in this annual report.

Collections is a non-GAAP financial measure that we define as total cash collected by us from our customers in a
given period. Collections is calculated by adding the change in deferred revenues for a particular period to
revenues for the same period. Collections consists primarily of amounts from annual and monthly premium

(3) subscriptions by registered users, which are deferred and recognized as revenues over the terms of the
subscriptions and payments by our registered users for domains, which are also recognized ratably over the term
of the service period. The following table reconciles revenues, the most directly comparable U.S. GAAP measure,
to collections for the periods presented:

Year Ended December 31,
2012 2013 2014 2015 2016

11
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(in USD thousands)
Reconciliation of Revenues to Collections:
Revenues 43,676 80,473 141,841 203,518 290,103
Change in long-term and short-term deferred revenues 8,803 18,200 29,414 38,169 51,966
Collections 52,479 98,673 171,255 241,687 342,069

12
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For a description of how we use collections to evaluate our business, see “Item 5. Operating and Financial Review and
Prospects—Key Financial and Operating Metrics.” We believe that this non-GAAP financial measure is useful in
evaluating our business because it is a leading indicator of our revenue growth and the growth of our overall business.
Nevertheless, this information should be considered as supplemental in nature and is not meant as a substitute for
revenues recognized in accordance with U.S. GAAP. Other companies, including companies in our industry, may
calculate collections differently or not at all, which reduces their usefulness as a comparative measure. You should
consider collections along with other financial performance measures, including revenues, net cash used in operating
activities, and our financial results presented in accordance with U.S. GAAP.

Free cash flow is a non-GAAP measure defined as cash flow provided by (used in) operating activities minus
(4)capital expenditures. The following table reconciles cash flow from operating activities, the most directly
comparable U.S. GAAP measure, to free cash flow:

Year Ended December 31,
2012 2013 2014 2015 2016
(in USD thousands)
Reconciliation of cash flow provided by (used in) operating activities
to free cash flow:
Net cash provided by (used in) operating activities (3,608) 4243 (803 ) 20,876 40,573
Capital expenditures @ 947 ) (3,070) (5,619) (6,342) (4,415)
Free cash flow (4,555) 1,173  (6,422) 14,534 36,158

@ Capital expenditures consist primarily of investments in leasehold improvements for our office space and the
purchase of computers and related equipment.
For a description of how we use free cash flow to evaluate our business, see “Item 5. Operating and Financial Review
and Prospects—Key Financial and Operating Metrics.” We believe that this non-GAAP financial measure is useful in
evaluating our business because free cash flow reflects the cash surplus available or used to fund the expansion of our
business after payment of capital expenditures relating to the necessary components of ongoing operations.
Nevertheless, this information should be considered as supplemental in nature and is not meant as a substitute for net
cash flows from operating activities presented in accordance with U.S. GAAP. Other companies, including companies
in our industry, may calculate free cash flow differently or not at all, which reduces their usefulness as a comparative
measure. You should consider free cash flow along with other financial performance measures, including revenues,
net cash used in operating activities, and our financial results presented in accordance with U.S. GAAP.

Number of registered users at period end is defined as the total number of users, including those who purchase
premium subscriptions, who are registered with Wix.com with a unique email address at the end of the period.
Following registration, the length of time that registered users take to design and publish a website varies
significantly from hours to years, and many registered users never publish a website. Our use of the term “registered
user” herein is not intended to necessarily indicate a certain level of engagement or how close a registered user is to
potentially publishing their website. See “—D. Risk Factors—Risks Related Our Business and Our Industry”

(&)

A single registered user can purchase multiple premium subscriptions. Our premium subscriptions in any given
(6)period are derived from users that registered with us during that period or during prior periods. See “Item 5.
Operating and Financial Review and Prospects—Overview—Premium Subscription Analysis.”

B.Capitalization and Indebtedness

13
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Not applicable.
CReasons for the Offer and Use of Proceeds
Not applicable.

3
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D.Risk Factors

Our business faces significant risks. You should carefully consider all of the information set forth in this annual
report and in our other filings with the United States Securities and Exchange Commission (“SEC”), including the
following risk factors which we face and which are faced by our industry. Our business, financial condition and
results of operations could be materially and adversely affected by any of these risks. In that event, the trading price of
our ordinary shares would likely decline and you might lose all or part of your investment. See “Special Note
Regarding Forward-Looking Statements” on page i.

Risks Related to Our Business and Our Industry

Our results of operations and future prospects will be harmed if we are unable to attract and retain new registered
users and premium subscriptions at a sufficient rate.

The number of new registered users we attract and retain is a key factor in growing our premium subscription base,
which in turn drives our revenues and collections. To date, we have grown the number of registered users and
premium subscriptions through the provision of complimentary user-friendly, drag-and-drop web development, design
and management software, which can be upgraded to a subscription-based package with various additional solutions
and services. Over 60% of our new premium subscriptions in any given quarter are generated by users who registered
in earlier quarters. We therefore attribute considerable importance to the continued growth of our registered user base
since it is our primary source of premium subscriptions. A number of factors could impact our ability to attract new
and retain registered users and premium subscriptions, including:

-the quality and design of our platform compared to other similar solutions and services;

-our ability to develop new technologies or offer new products and service offerings;

-the pricing of our solutions and services compared to our competitors;

-the reliability and availability of our customer service;

-our ability to provide value-added third-party applications, solutions and services that integrate into our solutions;

the perceived or actual security, integrity, reliability, quality or compatibility problems with our solutions, including
those related to system outages, unscheduled downtime, and the impact of cyber-attacks on our registered users’ data;

unexpected increases in the cost of acquiring new registered users, beyond the year-over-year increase that we
experience due to competition in certain geographies;

-our ability to expand into new geographic markets; and

_the effectiveness of our advertising campaigns, especially high-budget campaigns such as the Super Bowl, City
Football Group Limited, New York Yankees and other sponsorships.

4
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Our results of operations would be adversely affected if our selling and marketing activities fail to generate traffic to
our website, registered users and premium subscriptions at the levels that we anticipate or fail to generate such traffic
on a cost-effective basis.

We acquire some of our registered users through paid marketing channels, such as cost-per-click advertisements on
search engines and social networking sites and targeted and generic banner advertisements on other sites. A portion of
the registered users acquired through these channels purchase premium subscriptions over time. In order to maintain
our current revenues and grow our business, we need to continuously optimize our marketing campaigns aimed at
acquiring new registered users and premium subscriptions. In the years ended December 31, 2014, 2015 and 2016,
advertising expenses were $74.0 million, $87.6 million and $113.2 million, respectively, representing 43%, 36% and
33% of our collections, respectively. We conduct search engine optimization and A/B testing, a marketing approach
which aims to identify which changes to our website will increase or maximize user interest and user acquisition. We
also rely upon the assumption that historical user behavior can be extrapolated to predict future user behavior, and we
structure our marketing activities in the manner that we believe is most likely to encourage the user behaviors that lead
to desired future outcomes, such as purchasing premium subscriptions. However, we may fail to accurately predict
user acquisition, interest, or to fully understand or estimate the conditions and behaviors that drove historical user
behavior and thus, fail to generate the return on marketing we expected. For example, events outside our control, such
as announcements by our competitors or other third-parties of significant business developments, have in the past
adversely affected the returns we had anticipated on our marketing expenses in the short-term. An unexpected increase
in the marginal acquisition cost of new registered users may also have an adverse effect on our ability to grow the
number of our registered users and premium subscriptions. In addition, we are investing a significant portion of our
marketing expenses in more traditional advertising and promotion of our brand, including through radio and television
commercials (including a nationally televised campaign in the U.S. during Super Bowl LI, Super Bowl 50 and Super
Bowl XLIX) and sponsorships including of City Football Group Limited and the New York Yankees, the
effectiveness of which is more difficult to track than online marketing. If any of our marketing campaigns prove less
successful than anticipated in attracting registered users and premium subscriptions, we may not achieve our
return-on-investment targets, and our rate of registered user and premium subscription acquisition may fail to meet
market expectations, which could have a material adverse effect on our share price.

If the security of the confidential information or personal information of our registered users and the visitors to our
registered users’ websites stored in our systems is breached or otherwise subjected to unauthorized access, our
reputation may be harmed and we may be exposed to liability.

Due to the nature of our business, our systems and the systems of our cloud providers with which we contract store
large amounts of personally identifiable information, credit card information, passwords and other sensitive or critical
data for our registered and prospective users and the visitors of our registered users’ websites, as well as information
they may view as confidential. We are subject to laws and regulations concerning information security, data privacy,
and data protection, and these laws and regulations are continuing to evolve. New laws and regulations may also
impair our ability to collect, store, and use personally identifiable information, credit card information, passwords and
other sensitive or critical data. If we fail to comply with these laws and regulations or it is perceived that we have
failed to comply, we may be subject to increased liability, regulatory scrutiny, and reputational harm, thereby
materially adversely affecting our business and results of operations.

We cannot be sure that the steps that we have taken to protect the security, integrity and confidentiality of the
information we collect, store, or transmit will succeed in preventing inadvertent or unauthorized use or disclosure.
Like many online and other companies, we have experienced attempts by third parties to circumvent the security of
our systems. We have and are experiencing attempts by hackers to penetrate our internal network and hosted servers
using various techniques, including tailored phishing attacks and other exploitation of known and unknown
vulnerabilities. We may not be successful in identifying, blocking or otherwise preventing access to our systems,
despite our security measures. Since techniques used to obtain unauthorized access change frequently, we may be
unable to anticipate these techniques or to implement adequate preventative measures. Furthermore, we may be

16



Edgar Filing: Wix.com Ltd. - Form 20-F

unable to promptly detect an attack, for example, in the case of an advanced persistent threat where unauthorized
system access was obtained in advance and without our knowledge in preparation for a future attack. In addition, we
rely on outside parties to provide physical security for our facilities, including data centers. Any physical breach of
security could result in unauthorized access or damage to our systems.

5
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If our security measures are breached because of third-party action, employee error, malfeasance or otherwise, or if
design flaws in our software are exposed and exploited, and, as a result, an unauthorized party may access any of our
registered users’ data or the data of the visitors of our registered users’ websites, or otherwise gain control of our
platform, or if it is perceived that any unauthorized access has occurred (such as when users utilize weak passwords or
their credentials are disclosed, stolen or lost), our brand may be negatively impacted, our relationships with our
registered users may be damaged, our registered users may choose to cancel their premium subscriptions, and we
could incur liability and be subject to regulatory investigations and fines, negatively impacting our financial
performance, all of which may result in a decline of our stock price. In addition, many jurisdictions have enacted laws
requiring companies to notify individuals of data security breaches involving certain types of personal data, and our
agreements with certain partners require us to notify them in the event of a security incident. These mandatory
disclosures regarding a security breach sometimes lead to negative publicity and may cause our registered users to
lose confidence in the effectiveness of our data security measures. Any security breach, whether actual or perceived,
may harm our reputation, and we could lose registered users or fail to acquire new registered users. In addition, we
could be required to devote significant resources to investigate and address a security breach. A violation of data
privacy laws could result in reputational harm, loss of business, legal action and / or regulatory inquiries and monetary
or other penalties that could negatively impact our reputation and adversely affect our operating results and financial
condition.

If our security measures fail to protect credit card details, passwords or personally identifiable information adequately,
we could be liable to both our registered users for their losses (such as fraudulent credit card transactions), as well as
to the vendors under our agreements with them, such that we could be subject to fines and higher transaction fees, we
could face regulatory action, and our registered users and vendors could end their relationships with us, any of which
could harm our business, results of operations or financial condition. There can be no assurance that the limitations of
liability in our contracts would be enforceable or adequate or would otherwise protect us from any such liabilities or
damages with respect to any particular claim. We also cannot assure you that our existing general liability insurance
coverage and coverage for errors and omissions will continue to be available on acceptable terms or will be available
in sufficient amounts to cover one or more large claims, or that the insurer will not deny coverage as to any future
claim. The successful assertion of one or more large claims against us that exceeds available insurance coverage, or
the occurrence of changes in our insurance policies, including premium increases or the imposition of large deductible
or co-insurance requirements, could have a material adverse effect on our business, financial condition and results of
operations.

We have a history of operating losses and may not be able to achieve profitability in the future.

We have incurred net losses in each fiscal year since our inception and, as of December 31, 2016, we had an
accumulated deficit of $243 million. We expect that our operating expenses will continue to increase in the near term,
primarily from increased selling and marketing expenses related to user acquisition activities and increased research
and development expenses related to enhancing the functionality of our solutions and introducing new solutions. We
seek to leverage these expenses across a growing base of premium subscriptions, while maintaining or increasing the
amount of revenues per premium subscription, in order to achieve profitability. Nevertheless, if we are unable to
grow our premium subscriptions at the required rate or to maintain or increase revenues per premium subscription, or
if we incur unexpected expenses, we may be unable to achieve or sustain profitable operations.

6
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A decrease in annual subscriptions or renewal rates of our existing premium subscriptions could adversely impact our
collections and revenues, result in delayed or lower than forecasted profitability, and harm our ability to forecast our
business.

The rate at which premium subscriptions are purchased and the rate at which premium subscriptions are renewed,
significantly impact the overall number of premium subscriptions and, as a result, our collections and our revenues.
As of December 31, 2016, one-year, two-year and three-year subscription packages constituted approximately 83% of
all premium subscriptions. One of the key drivers of renewal rates is whether premium subscriptions are for longer or
shorter periods than one year. One-year, two-year and three-year subscriptions have higher renewal rates than monthly
subscriptions, since there are not as many opportunities in a given one-year, two-year or three-year period to fail to
renew such subscription, than a monthly subscription, whether deliberately or through failure to update payment
information upon expiration. As such, our overall renewal rates may drop if there is a decrease in the number of
premium subscriptions for one year or more, compared to premium monthly subscriptions and will affect our ability to
forecast our future results of operations. If the number of premium subscriptions for one year or more, or renewal
rates fail to meet our expectations, our profitability and future prospects may be adversely impacted. In addition,
premium subscriptions currently renew automatically at the end of each subscription period unless registered users
cancel their subscription in advance. Any limitation or restriction imposed on this ability to bill our registered users
on a recurring basis, whether due to new regulations or otherwise, may significantly lower the renewal rate of our
subscriptions.

If we are unable to maintain and enhance our brand, or if events occur that damage our reputation and brand, our
ability to expand our base of registered users and premium subscriptions may be impaired, and our business and
financial results may be harmed.

Maintaining, promoting and enhancing the Wix brand is critical to expanding our base of registered users and
premium subscriptions. For both registered users and premium subscriptions, we market our solutions and services
primarily through cost-per-click advertisements on search engines and social networking sites, participation in social
networking sites, free and paid banner advertisements on other websites, and small Wix advertisements on our
registered users’ websites that do not currently have a premium subscription, and through more traditional advertising,
including radio and television commercials. Our ability to attract additional registered users depends in part on
increasing our brand recognition. In addition, our solutions and services are also marketed through free traffic
sources, including customer referrals, word-of-mouth and direct searches for our “Wix” name, or web presence
solutions, in search engines.

Maintaining and enhancing our brand will depend largely on our ability to continue to provide high-quality,
well-designed, useful, reliable, secure, and innovative solutions and services, which we may not do successfully. We
may introduce new solutions or terms of use that registered users do not like, which may negatively affect our brand.
Additionally, if registered users have a negative experience using third-party applications and websites integrated with
Wix, such an experience may affect our brand. Our Wix Arena Marketplace enables independent web designers to
offer their services to registered users who engage them directly. We do not conduct any evaluation of these designers’
credentials. Our App Market enables third party independent developers to offer their applications to our registered
users and premium subscribers. We conduct a limited evaluation of the developers of third party applications in our
App Market, which is focused mainly on the technical functionality of applications. There is no assurance that the
applications in our App Market meet security or privacy industry standards. Our reputation may be harmed if any of
the services provided by these independent designers and developers do not meet registered users’ quality or security
expectations. Maintaining and enhancing our brand may require us to make substantial investments and these
investments may not be successful. Additionally, errors, defects, disruptions, security vulnerabilities or other
performance problems with our products and platform, including the products and solutions we license from third
parties, may harm our reputation and brand and adversely affect our ability to attract new users and premium
subscriptions, especially if these errors occur when we introduce new services or features, all of which may reduce our
revenue. If we fail to successfully promote and maintain the Wix brand or if we incur excessive expenses in this
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effort, we could be subject to claims regarding our business and financial results may be adversely affected.
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If we fail to develop and introduce new products and services and keep up with rapid changes in design and
technology, our business may be materially adversely affected.

Our future success will depend on our ability to improve the look, function, performance and reliability of our
solutions and services, including integrating services by third parties. The development of new and upgraded
solutions and new service offerings involves a significant amount of time for our research and development team, as it
can take our developers months to update, code and test new and upgraded solutions and integrate them into our
platform. Further, our design team spends a significant amount of time and resources in order to incorporate various
design elements, such as customized colors, fonts, content and other features into our new and upgraded solutions.
The introduction of these new and upgraded design features, solutions and services also involves a significant amount
of marketing spending. We must also manage our existing offerings, as we continually test, support, and market these
solutions and applications. Our revenues and competitive position could be materially adversely affected if we fail to
improve our design features or technology, or if our solutions fail to achieve widespread acceptance.

We are subject to privacy and data protection laws and regulations as well as contractual privacy and data protection
obligations, and our failure to comply with these or any future laws, regulations, or obligations could subject us to
sanctions and damages and could harm our reputation and business.

We hold certain personal data of our registered users, primarily, email address, geo-location, usage data, password and
additional information, and may hold certain personal data of the visitors to our registered users’ websites. Since the
first quarter of 2013, we also collect billing information, such as credit card numbers, full names, billing address and
phone numbers. With respect to the credit card data, we have implemented data security standards, operating rules
and certification requirements in accordance with PCI Data Security Standards and we have maintained PCI
compliance level 1 certification since February 2013. We also launched WixHive. The WixHive API captures a
variety of actions, activities and other data relating to the visitors of our registered users’ websites, such as contact
information, messages, purchases, bookings and more. Such data relating to the visitor activity of each website is
stored and managed in a centralized database dedicated to that website, and can be accessed by installed apps and
through the dashboard of the owner of such website.

We are subject to the privacy and data protection laws and regulations adopted by Israel, Europe and US and
potentially, other jurisdictions. For example, although we do not have an operating entity in the Netherlands, the
control that we exert over our servers in the Netherlands may result in our activities in Europe being deemed to be
subject to Dutch law. Where the local data protection and privacy laws of a jurisdiction apply, we may be required to
register our operations in that jurisdiction or make changes to our business so that registered users’ data is only
collected and processed in accordance with applicable local law. Privacy laws restrict our storage, use, processing,
disclosure, transfer and protection of personal information, including credit card data obtained in relation to our
registered users, and possibly the visitors of our registered users’ websites. We strive to comply with all applicable
laws, regulations, policies and legal obligations, as well as with certain industry standards (including voluntary
third-party certification bodies such as TRUSTe) relating to privacy and data protection. We are also subject to
privacy and data security-related obligations deriving from our privacy policy and terms of use with our registered
users, and we may be liable to third parties in the event we are deemed to have wrongfully processed personal data.
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The regulatory framework for privacy and data security issues worldwide is currently in flux and is likely to remain so
for the foreseeable future. In particular, the European Union has traditionally taken a broader view as to what is
considered personal information and has imposed greater obligations under their privacy and data protection laws.

For example, the European Union adopted a new General Data Protection Regulation in April 2016, which replaced
the European Data Protection Directive and includes more stringent obligations for online businesses. The approved
regulation is due to become applicable on May 25, 2018 and will replace, to a large extent, the data protection laws of
each European Union member state. The General Data Protection Regulation will result in more stringent
requirements for data processors and controllers. Such requirements will include more fulsome disclosures about the
use of personal information, data retention limits and deletion requirements, mandatory notification in the case of a
data breach and elevated standards regarding valid consent to engage in data processing. The General Data Protection
Regulation also includes substantially higher penalties for failure to comply, inter alia, a fine up to 20 million EUR or
up to 4% of the annual worldwide turnover, whichever is greater, can be imposed. Since these laws and regulations
will come into effect next year, the more stringent requirements on privacy user notifications and data handling,
require us to adapt our business and incur additional costs.

In addition, effective as of September 1, 2015, the Russian parliament adopted a set of amendments to the Russian
Federal Law on Personal Data, stating that personal data pertaining to Russian citizens must be stored in databases
located in Russia. Since these legislative changes became effective on September 1, 2015, we continue to monitor
their implementation, and we expect additional clarifications to be made by the Russian data protection authority
(Roscomnadzor).

A failure by us or a third-party contractor providing services to us to comply with applicable privacy and data security
laws, regulations, self-regulatory requirements or industry guidelines, or our terms of use with our registered users,
may result in sanctions, statutory or contractual damages or litigation. These proceedings or violations could force us
to spend money in defense or settlement of these proceedings, result in the imposition of monetary liability, restrict or
block access to our services from a certain territory, incur additional management resources, increase our costs of
doing business, and adversely affect our reputation and the demand for our solutions. Government agencies and
regulators have reviewed, are reviewing and will continue to review, the personal data practices of online media
companies including their privacy and security policies and practices. The FTC in particular has approved consent
decrees resolving complaints and their resulting investigations into the privacy and security practices of a number of
online social media companies. The possible outcome of such reviews may result in changes to our products and
policies. If we are unable to comply with any such reviews or decrees that result in recommendations or binding
changes, or if the recommended changes result in degradation of our products, our business could be harmed.
Governmental agencies may also request or take registered user data for national security or informational purposes,
and also can make data requests in connection with criminal or civil investigations or other matters, which could harm
our reputation and our business.

We may make acquisitions and investments, which could result in operating difficulties and other harmful
consequences.

From time to time, we evaluate potential strategic acquisition or investment opportunities. Any transactions that we
enter into could be material to our financial condition and results of operations. As described in Item 4.A. under the
header “Information on the Company --- History and Development of the Company — Our History”, we recently acquired
U.S. - based DeviantArt, Inc. and Israeli-based Loyalblocks Ltd. (operating as Flok) in the first quarter of 2017. Prior
to the DeviantArt acquisition, we had not made any significant acquisitions and our management has not had any
experience making significant acquisitions or integrating acquired businesses. The process of integrating an acquired
company, business or technology, such as DeviantArt or Flok, could create unforeseen operating difficulties and
expenditures. We may not be able to successfully integrate the acquired personnel, operations and technologies or
effectively manage the combined business following the completion of the acquisition of DeviantArt or Flok or any
other complementary businesses or technologies we acquire in the future. The acquisitions of DeviantArt and Flok and
other acquisitions and investments we evaluate from time to time carry with them a number of risks, including the
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following:
-diversion of management time and focus from operating our business;
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-an inability to achieve synergies as planned;

-potential incompatibility of corporate cultures;

-implementation or remediation of controls, procedures and policies of the acquired company;
-coordination of product, engineering and selling and marketing functions;

-retention of employees from the acquired company;

liabilities that are larger than we currently anticipate and unforeseen increased expenses or delays associated with
-acquisitions, including transition costs to integrate acquired businesses that may exceed the costs that we currently
anticipate;

-litigation or other claims arising in connection with the acquired company;

the need to integrate operations across different cultures and languages and to address the particular
economic, currency, political and regulatory risks associated with specific countries;

the challenge of integrating the workforces of Wix and DeviantArt while maintaining focus on providing consistent,
high quality customer service;

-use of resources that are needed in other parts of our business;

-use of substantial portions of our available cash to consummate the acquisition;
-incurrence of acquisition-related costs; and

-unrealistic goals or projections for the acquisition.

Our failure to address these risks or other problems encountered in connection with the acquisitions of DeviantArt and
Flok and other acquisitions and investments we evaluate from time to time could cause us to fail to realize the
anticipated benefits of such acquisitions or investments, incur unanticipated liabilities and harm our business, results
of operations and financial condition.

Our results of operations and business could be harmed if we fail to manage the growth of our infrastructure
effectively or seek to expand our infrastructure into additional geographic locations.

We have experienced rapid growth in our business and operations, which places substantial demands on our
operational infrastructure. The scalability and flexibility of our cloud-based infrastructure depends on the
functionality of our third-party servers and their ability to handle increased traffic and demand for bandwidth. The
significant growth in the number of registered users and transactions has increased the amount of both our stored
marketing and research data and the data of our registered users. In the future, we may be required to allocate
resources, and spend substantial amounts to build, purchase and lease data centers and equipment and upgrade our
technology and network infrastructure, in order to handle increased customer traffic or in order to comply with data
protection regulations in jurisdictions in which we provide our services. Any loss of such data due to disruptions in
our infrastructure could result in harm to our brand or reputation. Moreover, as our registered user base grows, and as
registered users rely on our platform for more complicated tasks, we will need to devote additional resources to
improving our infrastructure and continuing to enhance its scalability, in order to maintain the performance of our
platform and solutions. Our need to effectively manage our operations and growth will also require that we continue
to assess and improve our operational, financial and management controls, reporting systems and procedures. We
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may encounter difficulties obtaining the necessary personnel or expertise to improve those controls, systems and
procedures on a timely basis relative to our growth. If we do not manage the growth of our business and operations
effectively, the quality of our platform and efficiency of our operations could suffer, which could materially harm our
results of operations and business.
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We depend on highly skilled personnel to grow our business, and if we are unable to hire, integrate and retain our
personnel, we may not be able to address competitive challenges and continue our rapid growth.

Our future success and ability to maintain effective growth will depend upon our continued ability to hire, integrate
and retain highly skilled personnel, including senior management, engineers, designers, developers, product managers,
finance and legal personnel and customer support representatives. In addition to hiring and integrating new
employees, we must continue to focus on retaining our best employees who foster and promote our innovative
corporate culture. We compete with many other companies for software developers with high levels of experience in
designing, developing and managing cloud-based software, as well as for skilled marketing, operations, and customer
service professionals, and we may not be successful in attracting and retaining the professionals we need.

Furthermore, many of our employees may expect to receive significant proceeds from sales of our equity in the public
markets after their equity compensation has fully vested. A drop in share price due to market fluctuations may reduce
their motivation to continue to work for us. Competition for highly skilled personnel is intense, particularly in the
software industry. We may need to invest significant amounts of cash and equity to attract and retain new employees,
and we may never realize returns on these investments. If we are not able to effectively hire and retain employees, our
ability to achieve our strategic objectives will be adversely impacted, and our business will be harmed.

In addition, due to the recent increases in our share price which has in turn raised the profile of our company, our
employees may be increasingly targeted for recruitment by competitors and other companies in the technology
industry, which may make it more difficult for us to retain employees and/or increase retention costs.

Failures of the third-party hardware, software and infrastructure on which we rely, including third-party data center
hosting facilities, and failure to protect against cyber -attacks, could adversely affect our business

We rely on leased servers, cloud service providers and other third-party hardware and infrastructure to support our
operations. Our primary data centers are located in two geographically separate locations in the United States with a
back-up data center in Europe. We lease our primary data centers in the United States from Amazon.com and from
Hostway Services, Inc. and we also sublease cloud storage from Google, Inc. The Hostway lease is governed by an
agreement which may be terminated by either party at any time with 180 days advance notice. If Hostway is unable
or ceases, for any reason, to make its data centers available to us without sufficient advance notice, we would likely
experience delays in billing our customers, until migration to an alternate data center provider is completed.
Moreover, if for any reason our arrangement with one or more of the providers of the servers that we use is
terminated, we could incur additional expenses in arranging for new facilities and support.
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The owners and operators of the data centers and cloud services we lease do not guarantee that our registered users’
access to our platform will be uninterrupted or error-free. We do not control the operation of these facilities and such
facilities could be subject to break-ins, cyber-crimes, computer viruses, sabotage, intentional acts of vandalism and
other misconduct. We and our hosting providers have in the past been, and expect to continue to be, subject to
cyber-attacks, which have caused interruptions in our service. For example, we have been and continue to be the
target of malicious denial-of-service, or DDoS attacks, a technique used by hackers to take an internet service offline
by overloading its servers. The scale of some of these attacks has caused us and some of our registered user websites
to experience significant but intermittent downtime. While none of these actual or attempted breaches has had a
material impact on our operations or financial condition, we cannot provide any assurance that our business operations
will not be negatively materially affected by such breaches in the future.

Our servers and data centers are also vulnerable to damage or interruption from fires, natural disasters, terrorist
attacks, power loss, telecommunications failures or similar catastrophic events. Disruptions to these servers could
interrupt our ability to provide our platform and solutions and materially adversely affect our business and results of
operations.

Any disruption, disabling, or attack affecting our equipment and systems and the hardware, software and
infrastructure on which we rely could result in a security or privacy breach. Whether such event is physical human
error or malfeasance (whether accidental, fraudulent or intentional) or electronic in nature (such as malware, virus, or
other malicious code) such an event could disrupt or delay our ability to provide our platform and solutions to
subscribers, result in the unauthorized access to and disclosure of personal or confidential data, subject us to legal
liability and regulatory inquiry, harm our reputation and materially adversely affect our business and results of
operations.

Our revenues may not increase if we are unable to maintain market share for mobile sites and applications, or if our
mobile products fail to achieve widespread acceptance, which may affect our business and future prospects.

Consumers are increasingly accessing the Internet through devices other than personal computers, including mobile
phones, smartphones and tablets. This trend has increased dramatically in the past few years and is projected to
continue to increase. Acknowledging this trend, we launched our first free mobile offering in 2011, offering our
registered users the ability to quickly and easily deploy an HTMLS5 mobile-optimized website and followed with a
further enhanced mobile product in October 2013. In the fourth quarter of 2016, we launched the Wix App, a mobile
application available on iOS and Android that allows our users to create and manage content on their websites from a
mobile device. The mobile device market is characterized by the frequent introduction of new products and solutions,
short product life cycles, evolving industry standards, continuous improvement in performance characteristics and
rapid adoption of technological and product advancements. We may incur additional costs in order to adapt our
current functionalities to other operating systems and we may face technical challenges adapting our products to
different versions of already supported operating systems, such as Android variants offered by different mobile phone
manufacturers. Furthermore, use of native applications is also subject to applicable terms of use of third party
application stores. If we are unable to offer continual improvements to our mobile solutions or adapt their
functionalities to new and different operating systems, our mobile solutions may fail to achieve widespread
acceptance by our registered users. Additionally, the providers of certain platforms, such as Apple, may limit or
restrict access entirely to their platforms. Therefore, our revenues may not increase even if we continue to penetrate
the mobile device market. Furthermore, we are dependent on the interoperability of our products with third-party
mobile devices and mobile operating systems, as well as web browsers that we do not control. Any changes in such
devices, systems or web browsers that degrade the functionality of our products or give preferential treatment to
competitive products could adversely affect usage of our products.
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We rely on search engines and social networking sites to attract a meaningful portion of our registered users, and if
those search engines or social networking sites change their listings or policies regarding advertising, or increase their
pricing or suffer problems, it may limit our ability to attract new registered users.

We rely on search engines and social networking sites to attract new users, and many of our registered users located
our website and solutions by clicking through on search results displayed by search engines such as Google and
Yahoo!, and advertisements on social networking sites such as Facebook. Search engines typically provide two types
of search results, natural (i.e., non-paid) and purchased listings. Natural search results are determined and organized
solely by automated criteria set by the search engine and a ranking level cannot be purchased. Advertisers can also
pay search engines to place listings more prominently in search results and websites in order to attract users to
advertisers’ websites. To some extent, we rely on natural searches in order to attract free traffic to our website. We
seek to increase the likelihood that our website is displayed prominently when a potential user searches for a way to
build a website. Nevertheless, we cannot be sure that our efforts to optimize search engine results will succeed.
Search engines revise their algorithms from time to time in an attempt to optimize their search result listings. If search
engines on which we rely for algorithmic listings modify their algorithms, our websites may appear less prominently
or not at all in search results, which could result in fewer users clicking through to our website. Furthermore,
competitors may in the future bid on our name from search services in an attempt to capture potential traffic.
Preventing such actions and recapturing potential traffic could increase our expenses. Further, search engines or
social networking sites may change their policies from time to time regarding pay-per-click or other means of
advertising. If any change to these policies delays or prevents us from advertising these through channels, this could
result in fewer users clicking through to our website.

We may face challenges expanding our premium subscription base and increasing revenues in emerging markets due
to difficulties in these markets associated with payment collections as well as legal, economic, tax and political risks
that are greater than more developed markets.

Expanding our business into emerging markets is an important component of our growth strategy and presents
challenges that are different than those associated with more developed international markets. In particular,
regulations limiting the use of local credit cards and foreign currency could constrain our growth in certain countries.
For example, regulations in certain countries do not permit recurring charges on credit cards. In the last quarter of
2011, we established a Brazilian subsidiary to conduct local payment collection activities in Brazil in compliance with
Brazilian currency controls. In 2014, we established a subsidiary in Mexico to facilitate local payments in compliance
with Mexican regulations. In 2015, we established a subsidiary in India to facilitate local payments in compliance with
Indian regulations. We may continue to establish additional subsidiaries in order, among others, to comply with
regulations in the respective jurisdictions in which we provide our services. It is often difficult to establish an effective
local business model, and we may need to enter into agreements with third-parties to process, on our behalf, payments
via credit cards or alternative payment methods, including offline payment methods, or otherwise modify our business
plans or operations in order to establish a local presence in emerging countries, which may delay our entry into these
markets or increase our costs. Additionally, in emerging markets we may face the risk of rapidly changing
government policies, including with respect to bank transfers and various payment methods including offline, and we
may encounter sudden currency devaluations. Currency controls in emerging countries may make it hard for us to
repatriate collections or profits that we generated in a particular country. It is possible that governments of one or
more countries may censor or block access to the Internet or specifically our website due to political concerns or in
response to certain incidents or events, thereby preventing people in these countries, including our registered users,
from accessing our products. The growth of our business may be materially adversely affected if we are unable to
expand our registered user base in emerging markets.
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If we fail to maintain a consistently high level of customer service, our brand, business and financial results may be
harmed.

We believe our focus on customer support is critical to retaining, expanding and further penetrating our user base. As
a result, we have invested in the quality and training of our customer support and call center personnel. If we are
unable to maintain a consistently high level of customer service, we may lose existing registered users. In addition,
regardless of the performance of our customer support and call center, users of online services base their purchasing
decisions on a number of factors, including price, design, integration abilities, functionality of services, reputation and
ease of use. If we fail to maintain adequate customer support which improves the functionality of our solutions and
their ease of use, our reputation, financial results and business prospects may be materially harmed.

Our relatively short operating history in a new and developing market might make it difficult to evaluate our current
business and future prospects, and may increase the risk that we will not be successful.

We were founded in 2006 and the majority of our revenue growth has occurred since 2011. This history may not be
long enough to effectively assess our future prospects or predict our future performance.

We also operate in a relatively new market, the development of which may be difficult to predict, and that may not
develop as expected. We believe that the growth in our registered user base and revenues may indicate that our
business strategy is successful, but you should consider our future prospects in light of the challenges and
uncertainties that we face, including the fact that our business has grown rapidly and it may not be possible to discern
fully the trends that we are subject to, that we operate in a relatively new and developing market, that elements of our
business strategy remain subject to ongoing development, and that new competitors may enter our market and existing
competitors are also growing their business, including through consolidation and mergers and extension of their
marketing budgets.

We face potential liability and expense for legal claims based on the content published on our platform.

Our platform allows registered users to create and manage websites. At present, we do not require that our registered
users post on their websites, or require their visitors to agree to, any terms of service, privacy policy, disclaimer or any
other contractual documentation or policy. If our registered users do not post the appropriate documentation and
policies on their websites and require their visitors’ consent to be bound by the terms of such documentation and
policies, or should our registered users fail to take steps necessary to enjoy the benefits of certain statutory safe
harbors, such as those set forth in Section 512 of the United States Digital Millennium Copyright Act and Section 230
of the Communication Decency Act, then they may expose themselves to civil and criminal liability under applicable
law, for example, where the visitors post information which is libelous, defamatory, in breach of regulation
concerning unacceptable content or publications, or in breach of any third-party intellectual property rights or where
our registered users or their suppliers fail to process personal data in accordance with applicable law. It is possible
that we could also be subject to liability. Certain jurisdictions, including the United States and certain European
countries, among others, have adopted laws relating to the liability of providers of online services for activities of their
users and other third parties, including with respect to defamation, invasion of privacy and other torts, copyright and
trademark infringement, and other theories based on the nature and content of the materials searched, the ads posted,
or the content provided by users. Any court ruling or other governmental action that imposes liability on providers of
online services for the activities of their users and other third parties could harm our business. In such circumstances
we may also be subject to liability under applicable law in a way which may not be fully mitigated by the user terms
of service we require our registered users to agree to. Any liability attributed to us could adversely affect our brand,
reputation, our ability to expand our user base and our financial position. Further, our indemnity from our registered
users may also not be fully effective as a matter of practice if any user does not have sufficient assets, insurance or
other means to back that indemnity. In addition, rising concern about the use of the Internet for illegal conduct, such
as the unauthorized dissemination of national security information, money laundering or supporting terrorist activities
may in the future produce legislation or other governmental action that could require changes to our products,
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solutions or services, restrict or impose additional costs upon the conduct of our business or cause our registered users
to abandon material aspects of our service. Any such adverse legal or regulatory developments could substantially
harm our operating results and business.
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Activities of registered users or the content of their websites could damage our reputation and brand, or harm our
ability to expand our base of registered users and premium subscriptions, and our business and financial results.

Our reputation and brand may be negatively affected by the actions of registered users that are deemed to be hostile,
offensive or inappropriate to other users or to the public, or by registered users acting under false or inauthentic
identities or by registered users that are using our product to conduct illegal activities. This particularly applies to our
registered users who do not have premium subscriptions and who therefore maintain the “Wix” logo on their websites.
We do not monitor or review the appropriateness of the domain names our users register or the content of our
registered users’ websites, and we do not have control over the activities in which our registered users engage. While
we have adopted policies regarding illegal or offensive use of our services by our registered users and retain authority
to terminate domain name registrations and to take down websites that violate these policies, users could nonetheless
engage in these activities. The safeguards we have in place may not be sufficient to avoid harm to our reputation and
brand, especially if such hostile, offensive or inappropriate use was high profile, which could adversely affect our
ability to expand our registered user base, and our business and financial results.

We are exposed to risks, including security risks, associated with credit card and debit card payment processing.

We accept payments primarily through credit and debit card transactions and alternative payment methods and
provide a portal for registered users to submit payment information for processing. We are subject to a number of
risks related to credit and debit card payments, including:

we pay interchange and other fees, which may increase over time and may require us to either increase the prices we
charge for our products or experience an increase in our operating expenses;

if our billing systems fail to work properly and, as a result, we do not automatically charge our premium
subscriptions’ credit cards on a timely basis or at all, we could lose revenues;

if we are unable to maintain our chargeback rate at acceptable levels, our credit card fees for chargeback transactions,
-or our fees for other credit and debit card transactions or issuers, may increase, or issuers may terminate their
relationship with us; and

we are reliant on third parties such as gateways, payment service providers and acquiring banks which may face
down time and thus affect our cash flow.

Our billing system interfaces with a number of different gateway providers that link to a number of different payment
card processors based on the jurisdiction and other factors. In connection with this system, we have implemented data
security standards, operating rules and certification requirements in accordance with Payment Card Industry, or PCI,
Data Security Standards in connection with internal control requirements under Israeli law and we have maintained
PCI compliance level 1 certification since February 2013. There can be no assurance that our billing system data
security standards, or those of our third-party service providers, will adequately comply with the billing standards of
any future jurisdiction in which we seek to market our service offering.
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Further, if there is unauthorized access to the credit card and other payment information we collect, store and transmit,
we could face legal liability, as well as the possibility of liability to banks or other third parties, including pursuant to
our agreements with payment service providers. Our billing systems depend on the efficacy of secure transmission
protocols and related technologies. We cannot be sure that the steps we take to ensure the security of the collection
and transmission of credit card and other payment information will be sufficient.

We may face increased competition in a highly competitive market.

While there are other providers who offer features similar to those features found in our solutions, we believe that we
do not compete with traditional web development firms as we focus on not only web development but also
technology, design and business work flow processes. Nevertheless, we do compete with aspects of the services
provided by web-based website design platforms and software programs, as well as some of the service offerings of a
number of template-based web builder companies and designers, as well as large service companies who offer domain
registration and hosting services, and provide the ability for businesses, organizations, professionals and individuals to
build a website using their tools or have one built by their workforce. In the future, we may experience increased
competition from web design companies if they broaden their product and service offerings, or lower their pricing. In
addition, it is possible that other providers may in the future decide that offering a comprehensive DIY platform
similar to our platform represents an attractive business opportunity. In particular, if a more established company
were to target our market, we may face significant competition from a company that enjoys potential competitive
advantages, such as greater name recognition, longer operating histories, substantially greater market share, larger
existing user bases and substantially greater financial, technical and other resources. Such companies may use these
advantages to offer solutions and services similar to ours at a lower price, develop different solutions to compete with
our current solutions and respond more quickly and effectively than we do to new or changing opportunities,
technologies, standards or client requirements. Increased competition could result in us failing to attract users or
obtain premium subscriptions at the same rate. It could also cause us to have higher acquisition costs or force us to
lower our prices or take other steps that may materially adversely impact our results of operations.

If we do not or cannot maintain the compatibility of our platform and solutions with third-party applications change or
if the third-party applications that we offer fail to keep pace with competitors’ offerings, demand for our solutions and
platform could decline.

The attractiveness of our platform depends, in part, on our ability to integrate third-party applications which our
registered users desire into their websites or develop those services directly. Third-party application providers may
change the features of their applications and platforms or alter the terms governing use of their applications and
platforms in an adverse manner. Further, third-party application providers may refuse to partner with us, or limit or
restrict our access to their applications and platforms. Such changes could functionally limit or terminate our ability
to use these third-party applications and platforms with our platform, which could negatively impact our offerings and
harm our business. Additionally, competitors may offer functionality which our registered users’ desire, and our
competitors may offer better functionality than the third party applications integrated in our platform. If we fail to
integrate our platform with new third-party applications that our registered users need for their websites or develop
them directly, or adapt to the data transfer requirements of such third-party applications and platforms, we may not be
able to offer the functionality that our registered users expect, which would negatively impact our offerings and, as a
result, harm our business.
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Because we recognize revenues from premium subscriptions over the term of an agreement, downturns or upturns in
sales are not immediately reflected in full in our operating results.

We recognize revenues over the term of our contracts. As of the fourth quarter of 2016, 83% of our premium
subscriptions were one-year, two-year or three-year subscriptions and approximately 17% were monthly
subscriptions. As a result, much of the revenue we report each quarter is the recognition of deferred revenue from
premium subscriptions entered into during previous quarters. Consequently, a shortfall in demand for our solutions
and services or a decline in new or renewed contracts in any one quarter may not significantly reduce our revenues for
that quarter but could negatively affect our revenues in future quarters. Accordingly, the effect of significant
downturns in new or renewed sales of our solutions and service offerings are not fully reflected in our results of
operations until future periods.

Our business and prospects would be harmed if changes to technologies used in our solutions or new versions or
upgrades of operating systems and Internet browsers adversely impact the process by which registered users interface
with our platform.

The user interface for our platform is currently simple and straightforward, which we believe has helped us to expand
our user base even among users with little technical expertise. In the future, operating system providers, such as
Microsoft or Apple, or any other provider of Internet browsers, could introduce new features that would make it
difficult to use our platform. In addition, Internet browsers for desktop or mobile devices could introduce new
features, or change existing browser specifications such that they would be incompatible with our products and
solutions, or prevent end users from accessing our registered users’ sites. For example, operating systems or major
Internet browsers such as Firefox, Internet Explorer, Chrome or Safari, could become unstable or be incompatible
with HTML5-based products and solutions. Any changes to technologies used in our solutions, including within
operating systems or Internet browsers that make it difficult for registered users to access our platform or end-users to
access our registered users’ sites, may slow the growth of our user base, and materially adversely impact our business
and prospects.

Our ability to enhance our products may be harmed if we are unable to attract and retain sufficient research and
development personnel.

In order to remain competitive, we must continue to develop new solutions, applications and enhancements to our
existing platform. Our principal research and development activities are conducted from our headquarters in Tel
Aviv, Israel, and we face significant competition for suitably skilled developers in this region. We also engage a team
of developers in Ukraine through a third-party service organization and directly with local subcontractors, and we
have engaged a team of local developers in Lithuania in order to benefit from the significant pool of talent that is more
readily available in each of those markets. Many larger companies expend considerably greater amounts on employee
recruitment and may be able to offer more favorable compensation and incentive packages than us. If we cannot
attract or retain sufficient skilled research and development or marketing employees, our business, prospects and
results of operations could be materially adversely affected.
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Exchange rate fluctuations may negatively affect our results of operations.

Our results of operations and cash flows are affected by fluctuations due to changes in foreign currency exchange
rates. In 2016, approximately 69% of our revenues were denominated in U.S. dollars and approximately 31% in other
currencies, primarily in Euros, British Pounds and the Brazilian Real. Conversely, in 2016, approximately 62% of our
cost of revenues and operating expenses were denominated in U.S. dollars, approximately 35% in New Israeli
Shekels, or NIS. Our NIS-denominated expenses consist primarily of personnel and overhead costs. Since a
significant portion of our expenses are denominated in NIS, any appreciation of the NIS relative to the U.S. dollar
would adversely impact our net loss or net income (if any). We estimate that a 10% appreciation in the value of the
NIS against the U.S. dollar would have decreased our net loss by approximately $12 million in 2016. We estimate that
a 10% devaluation of certain foreign currencies (including Euros, British Pound, Brazilian Real and Russian Ruble)
against the U.S. dollar would have increased our net loss by approximately $8 million in 2016. The post-Brexit fall in
the pound sterling and strengthening of the dollar could significantly impact our business in the UK. These estimates
of the impact of fluctuations in currency exchange rates on our historic results of operations may be different from the
impact of fluctuations in exchange rates on our future results of operations since the mix of currencies comprising our
revenues and expenses may change. We evaluate periodically the various currencies to which we are exposed and
take selective hedging measures to reduce the potential adverse impact from the appreciation or the devaluation of our
non U.S. dollar-denominated operations, as appropriate and as reasonably available to us. We cannot provide any
assurances that our hedging activities will be successful in protecting us from adverse impacts from currency
exchange rate fluctuations. See “Item 11. Quantitative and Qualitative Disclosures About Market Risk.”

Our corporate culture has contributed to our success, and if we cannot maintain this culture as we grow, we could lose
the innovation, creativity, and teamwork fostered by our culture, and our business may be harmed.

We believe that an important contributor to our success has been and will continue to be our corporate culture, which
we believe fosters innovation, teamwork, passion for our users, and a focus on attractive designs and technologically
advanced products. We are experiencing a period of rapid growth in our operations and headcount and grew from 584
employees as of January 1, 2014 to 1,284 employees as of December 31, 2016. Other than our executive officers,
most of our employees have been with us for fewer than two years. As we continue to grow and evolve both in Israel
and internationally, we must effectively integrate, develop and motivate a growing number of new employees. As a
result of our rapid growth, we may find it difficult to maintain important aspects of our corporate culture, which could
limit our ability to innovate and operate effectively. Additionally, liquidity available to our historic employee security
holders because of our rising share price could lead to disparities of wealth among our employees, which could
adversely impact relations among employees and our culture in general. Any failure to preserve our culture could also
negatively affect our ability to retain current and recruit new personnel, continue to perform at current levels or
execute on our business strategy.

Our business relies on the experience and expertise of our senior management and other key personnel.

The success of our business is dependent to a large degree on the continued service of our executive officers. If we
lose the services of any of our key personnel and fail to manage a smooth transition to new personnel, our business
could suffer. We do not carry key person insurance on any of our executive officers or other key personnel. We have
entered into employment and services agreements with our executive officers and key employees that contain
non-compete covenants. Despite these agreements, we may not be able to retain these officers and employees. If we
cannot enforce the non-compete covenants, we may be unable to prevent our competitors from benefiting from the
expertise of our former employees or prevent our employees from establishing their own competing ventures, either of
which could materially adversely affect our business and results of operations. In addition, we have grown
significantly in recent years and it may be harder to retain employees that seek to work at a smaller organization.
Finally, given our increased profile as a public company, our employees are more likely to be the targets of attempts
by competitors and others to hire them away from us.
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Our business will suffer if the small business market for our solutions proves less lucrative than projected or if we fail
to effectively acquire and service small business users.

A majority of our premium subscriptions are from small businesses. Small businesses frequently have limited budgets
and may choose to allocate resources to items other than our solutions, especially in times of economic uncertainty or
recessions. We believe that the small business market is underserved, and we intend to continue to devote substantial
resources to it. We aim to grow our revenues by adding new small business customers, selling additional services to
existing small business customers and encouraging existing small business customers to renew their subscriptions to
our premium solutions. If the small business market fails to be as lucrative as we project or we are unable to market
and sell our services to small businesses effectively, our ability to grow our revenues quickly and become profitable
will be harmed.

We are subject to trade and economic sanctions and export laws that may govern or restrict our business and we, and
our directors and officers, may be subject to fines or other penalties for non-compliance with those laws.

U.S. Laws and Regulations

We are subject to U.S. laws and regulations that may govern or restrict our business and activities in certain countries
and with certain persons, including the trade and economic sanctions regulations administered by the U.S. Treasury
Department’s Office of Foreign Assets Control, or OFAC, and the export administration regulations administered by
the U.S. Commerce Department’s Bureau of Industry and Security, or BIS.

In the course of an internal review in early 2013, we determined that we had 16 premium subscriptions, out of a total
of approximately 583,000 premium subscriptions, with geographic internet protocols, or GEOIP, addresses in Cuba,
Iran, North Korea, North Sudan or Syria, or U.S. Sanctioned Countries, or that had otherwise provided personal
information indicating that they may be located in U.S. Sanctioned Countries. As part of a subsequent internal
review, we also determined that we had 32,600 registered users, or less than 0.1% of our total user base of
approximately 33 million as measured as of April 30, 2013, with GEOIP addresses in U.S. Sanctioned Countries.

In May 2013, we made a voluntary self-disclosure to OFAC and BIS. We cannot predict if and when OFAC and BIS
will complete their respective reviews and determinations as to whether any violation of relevant U.S. sanctions or
export laws occurred or is ongoing. In case of an apparent violation, OFAC and/or BIS could decide not to impose
penalties but issue only a warning or cautionary letter. However, if OFAC or BIS determines that we have violated
applicable regulations, we may face civil and/or criminal penalties and may also suffer reputational harm, any of
which could have a material adverse effect on our business and financial results.

We have undertaken a number of remedial measures, including terminating the user accounts and the premium
subscriptions that may have been from a U.S. Sanctioned Country, and blocking the ability of existing and new
registered users—with or without a premium subscription—that have a GEOIP address in a U.S. Sanctioned Country to
access our cloud-based software or services. We have also since instituted new daily screening practices and updated
our systems to prevent users from U.S. Sanctioned Countries entering billing information with an address in that
location.

Israeli Laws and Regulations

The Israeli Trading with the Enemy Ordinance—1939, or the Ordinance, prohibits any Israeli person from trading goods
with enemy countries or with the residents of enemy countries. The Israeli Ministry of Finance, which is responsible
for implementing the Ordinance, has currently determined enemy countries to be Iran, Lebanon and Syria, or Israeli
Sanctioned Countries. The Ordinance was enacted in 1939 and does not expressly address online services. We
therefore cannot state with certainty how the provisions of the Ordinance apply to the type of services that we provide.
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We voluntarily approached the Isr