Nassau County Shared Services,
Office of Purchasing

Staff Summary A-41-2026

Subject: TASERS Date:
Replaces BPNC21000117 May 1,2026
Department: Department of Shared Services Vendor Name:
Office of Purchasing Axon Enterprise Inc.
Contract Number:
A-41-2026
Department Head Signature wm < | Contract Manager Name:
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Narrative

Purpose: To authorize and award a blanket purchase order for Tasers for the Nassau County Police
Department.

Discussion:

The Nassau County Police Department requests sole source approval for the purchase of Taser X26P ECW's and
accessories. Axon is the sole manufacturer for the Taser X26P, which currently issued to Department members.
This ECW has been in use with the Department since 2013. Department members have been trained and
outfitted with the Taser X26P and its components. There are limited ECW options available, and any switch to
another ECW would require a larger purchase, test and evaluation period and re-training.

Impact on Funding/Term: The maximum amount authorized under this purchase order shall be Five Million
Dollars ($5,000,000.00) from PDPDH1573 BB210 PWCAPCAP 00005 50702 and 00005.

Recommendation: Department of Shared Services, Office of Purchasing, recommends awarding a blanket
purchase order to Axon Enterprise, Inc., as the sole source provider.
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COUNTY OF NASSAU

INTER — DEPARTMENTAL MEMO

TO: CLERK OF THE COUNTY LEGISLATURE A-41-2026

FROM: MELISSA GALLUCCI - COMMISSIONER OF SHARED SERVICES

DATE: MAY 4, 2026

SUBJECT: RESOLUTION — THE NASSAU COUNTY POLICE DEPARTMENT

THIS RESOLUTION IS RECOMMENDED BY THE COMMISSIONER OF SHARED SERVICES TO
AUTHORIZE AN AWARD AND TO EXECUTE A BLANKET PURCHASE ORDER IN THE

AMOUNT OF FIVE MILLION DOLLARS ($5,000,000.00) FOR TASERS FOR THE NASSAU
COUNTY POLICE TO AXON ENTERPRISE INC.

THE ABOVE-DESCRIBED RESOLUTION AND SUPPORTING DOCUMENTATION ATTACHED
HERETO IS FORWARDED FOR YOUR REVIEW AND APPROVAL AND SUBSEQUENT
TRANSMITTAL TO THE RULES COMMITTEE FOR INCLUSION IN ITS AGENDA.

MELISSA GALLUCCI
COMMISSIONER OF SHARED SERVICES

VB: gb
ENCL: (1) STAFF SUMMARY
(2) DISCLOSURE STATEMENT
(3) RESOLUTION
(4) CERTIFICATE OF LIABILITY INSURANCE
(5) POLITICAL CONTRIBUTION FORM




RULES RESOLUTION 2026

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A BLANKET PURCHASE ORDER BETWEEN THE COUNTY
OF NASSAU ACTING ON BEHALF OF THE NASSAU COUNTY POLICE DEPARTMENT

AND _AXON ENTERPRISE, INC.

WHEREAS, the Commissioner of Shared Services is representing to the Rules Committee that

the AXON ENTERPRISE, INC.is a sole source provider and meets all specifications for the product

described in the said contract as determined by the Commissioner of Shared Services.

RESOLVED, that the Rules Committee of the Nassau County Legislature authorizes the

Commissioner of Shared Setrvices to award and execute the said Blanket Purchase Order with AXON

ENTERPRISE, INC.




COUNTY OF NASSAU
POLITICAL CAMPAIGN CONTRIBUTION DISCLOSURE FORM

1. Has the vendor or any corporate officers of the vendor provided campaign contributions pursuant to the New York State
Election Law in (a) the period beginning April 1, 2016 and ending on the date of this disclosure, or (b), beginning April 1, 2018, the
period beginning two years prior to the date of this disclosure and ending on the date of this disclosure, to the campaign
committees of any of the following Nassau County elected officials or to the campaign committees of any candidates for any of
the following Nassau County elected offices: the County Executive, the County Clerk, the Comptroller, the District Attorney, or any

County Legislator?

YES [ ] NO [X] If yes, to what campaign committee?

Electronically signed and certified at the date and time indicated by:
Natalie Sharp [NSHARP@AXON.COM]

Dated: 02/09/2026 12:21:46 pm Vendor: Axon Enterprise, Inc.

Title: Contracts Administrator
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PRINCIPAL QUESTIONNAIRE FORM

All questions on these questionnaires must be answered by all officers and any individuals who hold a ten percent (10%) or
greater ownership interest in the proposer. Answers typewritten or printed in ink. If you need more space to answer any
question, make as many photocopies of the appropriate page(s) as necessary and attach them to the questionnaire.

COMPLETE THIS QUESTIONNAIRE CAREFULLY AND COMPLETELY. FAILURE TO SUBMIT A COMPLETE QUESTIONNAIRE MAY MEAN

THAT YOUR BID OR PROPOSAL WILL BE REJECTED AS NON-RESPONSIVE AND IT WILL NOT BE CONSIDERED FOR AWARD

1. Principal Name: Robert E. Driscoll, Jr.
Date of birth: 02/04/1972
Home address: 17521 N. 96th Way
State/Province/ Zip/Postal
City: Scottsdale Territory: AZ Code: 85255
Country: uUs
Business Address: 17800 N. 85th Street
State/Province/ Zip/Postal
City: Scottsdale Territory: AZ Code: 85255
Country us
Telephone: 800-978-2737
Other present address(es):
State/Province/ Zip/Postal
City: Territory: Code:
Country:
Telephone:
List of other addresses and telephone numbers attached
2. Positions held in submitting business and starting date of each (check all applicable)
President Treasurer
Chairman of Board Shareholder
Chief Exec. Officer Secretary
Chief Financial Officer Partner
Vice President 04/27/2015
{Other)
3. Do you have an equity interest in the business submitting the questionnaire?
YES [ ] NO [X] If Yes, provide details.
4, Are there any outstanding loans, guarantees or any other form of security or lease or any other type of contribution
made in whole or in part between you and the business submitting the questionnaire?
YES [ ] NO [X] If Yes, provide details.
Rev. 3-2016
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5. Within the past 3 years, have you been a principal owner or officer of any business or notfor-profit organization other
than the one submitting the questionnaire?
YES [ ] NQ [X] If Yes, provide details.

6. Has any governmental entity awarded any contracts to a business or organization listed in Section 5 in the past 3 years
while you were a principal owner or officer?
YES [ ] NO [X] If Yes, provide details.

| |

NOTE: An affirmative answer is required below whether the sanction arose automatically, by operation of law, or as a result of
any action taken by a government agency. Provide a detailed response to all questions checked "YES". If you need more space,
photocopy the appropriate page and attach it to the questionnaire.

7. In the past (5) years, have you and/or any affiliated businesses or not-for-profit organizations listed in Section 5 in which
you have been a principal owner or officer:
a. Been debarred by any government agency from entering into contracts with that agency?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

b. Been declared in default and/or terminated for cause on any contract, and/or had any contracts cancelled for

cause?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

c. Been denied the award of a contract and/or the opportunity to bid on a contract, including, but not limited to,
failure to meet pre-qualification standards?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

| il

d. Been suspended by any government agency from entering into any contract with it; and/or is any action pending
that could formally debar or otherwise affect such business’s ability to bid or propose on contract?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

| ]

8. Have any of the businesses or organizations listed in response to Question 5 filed a bankruptcy petition and/or been the
subject of involuntary bankruptcy proceedings during the past 7 years, and/or for any portion of the last 7 year period,
been in a state of bankruptcy as a result of bankruptcy proceedings initiated more than 7 years ago and/or is any such
business now the subject of any pending bankruptcy proceedings, whenever initiated?

YES [ ] NO [X] If 'Yes', provide details for each such instance. (Provide a detailed response to all questions check "Yes". if
you need more space, photocopy the appropriate page and attached it to the questionnaire.)

-

a. Is there any felony charge pending against you?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.
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b. Is there any misdemeanor charge pending against you?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

C. Is there any administrative charge pending against you?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

d. In the past 10 years, have you been convicted, after trial or by plea, of any felony, or of any other crime, an
element of which relates to truthfulness or the underlying facts of which related to the conduct of business?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

e. In the past 5 years, have you been convicted, after trial or by plea, of a misdemeanor?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

[ il

f. In the past 5 years, have you been found in violation of any administrative or statutory charges?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

10 In addition to the information provided in response to the previous questions, in the past 5 years, have you been the
subject of a criminal investigation and/or a civil anti-trust investigation by any federal, state or local prosecuting or
investigative agency and/or the subject of an investigation where such investigation was related to activities performed
at, for, or on behalf of the submitting business entity and/or an affiliated business listed in response to Question 5?

YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken,

11 In addition to the information provided, in the past 5 years has any business or organization listed in response to
Question 5, been the subject of a criminal investigation and/or a civil anti-trust investigation and/or any other type of
investigation by any government agency, including but not limited to federal, state, and local regulatory agencies while
you were a principal owner or officer?

YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

12 Inthe past 5 years, have you or this business, or any other affiliated business listed in response to Question 5 had any
sanction imposed as a result of judicial or administrative proceedings with respect to any professional license held?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

]

13  For the past 5 tax years, have you failed to file any required tax returns or failed to pay any applicable federal, state or
local taxes or other assessed charges, including but not limited to water and sewer charges?
YES [ ] NO [X] If yes, provide an explanation of the circumstances and corrective action taken.

Page 3 0of4 Rev. 3-2016



I, | Robert E. Driscoll, Jr. ] hereby acknowledge that a materially false statement
willfully or fraudulently made in connection with this form may result in rendering the submitting business entity and/or any
affiliated entities non-responsible, and, in addition, may subject me to criminal charges.

robert E. Driscoll, Jr. 4] hereby certify that | have read and understand all the
ltems contained in this form; that | supplied full and complete answers to each item therein to the best of my knowledge,
information and belief: that | will notify the County in writing of any change in circumstances occurring after the submission of
this form; and that all information supplied by me is true to the best of my knowledge, information and belief. | understand that
the County will rely on the information supplied in this form as additional inducement to enter into a contract with the
submitting business entity.

CERTIFICATION

A MATERIALLY FALSE STATEMENT WILLFULLY OR FRAUDULENTLY MADE IN CONNECTION WITH THIS QUESTIONNAIRE MAY
RESULT IN RENDERING THE SUBMITTING BUSINESS ENTITY NOT RESPONSIBLE WITH RESPECT TO THE PRESENT BID OR FUTURE
BIDS, AND, IN ADDITION, MAY SUBJECT THE PERSON MAKING THE FALSE STATEMENT TO CRIMINAL CHARGES.

Axon Enterprise, Inc.

Name of submitting business

Electronically signed and certified at the date and time indicated by:
Robert E. Driscoll, Jr. BOBBY@AXON.COM

Deputy General Counsel

Title

04/30/2026 04:28:07 pm

Date
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The contract shall be awarded to the responsible proposer who, at the discretion of the County, taking into consideration the

Business History Form

reliability of the proposer and the capacity of the proposer to perform the services required by the County, offers the best value
to the County and who will best promote the public interest.

In addition to the submission of proposals, each proposer shall complete and submit this questionnaire. The questionnaire shall
be filled out by the owner of a sole proprietorship or by an authorized representative of the firm, corporation or partnership

submitting the Proposal.

NOTE: All questions require a response, even if response is “none” or “not-applicable.” No blanks.

(USE ADDITIONAL SHEETS IF NECESSARY TO FULLY ANSWER THE FOLLOWING QUESTIONS).

Date: 02/09/2026

1) Proposer’s Legal Name: Axon Enterprise, inc.

2) Address of Place of Business: 17800 N. 85th Street, AZ

State/Province/ Zip/Postal
City: Scottsdale Territory: AZ Code: 85255
Country: US
3) Mailing Address (if different):
State/Province/ Zip/Postal
City: Territory: Code:
Country:
Phone:
rDoes the business own or rent its facilities? Both If other, please provide details: 4]
4) Dun and Bradstreet number: 832176382
5) Federal I.D. Number: 860741227
6) The proposer is a: Corporation (Describe)
7) Does this business share office space, staff, or equipment expenses with any other business?
rYES [1NO [X] If yes, please provide details: J
8) Does this business control one or more other businesses?

YES [X] NO [ ] If yes, please provide details:

| See attached.
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1 File(s) uploaded: Axon Entity Org Chart - 03.31.26 (3).pdf

9) Does this business have one or more affiliates, and/or is it a subsidiary of, or controlled by, any other business?
YES [ ] NO [X] If yes, please provide details:

10) Has the proposer ever had a bond or surety cancelled or forfeited, or a contract with Nassau County or any other

government entity terminated?
YES [ ] NO [X] If yes, state the name of bonding agency, (if a bond), date, amount of bond and reason for such
cancellation or forfeiture: or details regarding the termination (if a contract).

L J

11) Has the proposer, during the past seven years, been declared bankrupt?
YES [ ] NO [X] If yes, state date, court jurisdiction, amount of liabilities and amount of assets

12)  Inthe past five years, has this business and/or any of its owners and/or officers and/or any affiliated business, been the
subject of a criminal investigation and/or a civil anti-trust investigation by any federal, state or local prosecuting or
investigative agency? And/or, in the past 5 years, have any owner and/or officer of any affiliated business been the
subject of a criminal investigation and/or a civil anti-trust investigation by any federal, state or local prosecuting or
investigative agency, where such investigation was related to activities performed at, for, or on behalf of an affiliated
business.

YES [X] NO [ ] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

In 2020 the FTC filed an administrative enforcement action against Axon relating to its 2018 acquisition of BWC
competitor Vievu The case was dismissed in 2023 after full discovery without consent decree or any other government
action.”

13) In the past 5 years, has this business and/or any of its owners and/or officers and/or any affiliated business been the
subject of an investigation by any government agency, including but not limited to federal, state and local regulatory
agencies? And/or, in the past 5 years, has any owner and/or officer of an affiliated business been the subject of an
investigation by any government agency, including but not limited to federal, state and local regulatory agencies, for
matters pertaining to that individual’s position at or relationship to an affiliated business.

YES [X] NO [ ] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

In 2020 the FTC filed an administrative enforcement action against Axon relating to its 2018 acquisition of BWC
competitor Vievu The case was dismissed in 2023 after full discovery without consent decree or any other government
action.”

14) Has any current or former director, owner or officer or managerial employee of this business had, either before or during
such person's employment, or since such employment if the charges pertained to events that allegedly occurred during
the time of employment by the submitting business, and allegedly related to the conduct of that business:

a) Any felony charge pending?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

| |

b) Any misdemeanor charge pending?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

Page 2 of 6 Rev. 3-2016




[ ]

c) In the past 10 years, you been convicted, after trial or by plea, of any felony and/or any other crime, an element of
which relates to truthfulness or the underlying facts of which related to the conduct of business?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action

taken.

[ ]

d) In the past 5 years, been convicted, after trial or by plea, of a misdemeanor?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action

taken.

| ]

e) In the past 5 years, been found in violation of any administrative, statutory, or regulatory provisions?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action

taken.

L |

15)  Inthe past (5) years, has this business or any of its owners or officers, or any other affiliated business had any sanction
imposed as a result of judicial or administrative proceedings with respect to any professional license held?
YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

L ]

16)  For the past (5) tax years, has this business failed to file any required tax returns or failed to pay any applicable federal,
state or local taxes or other assessed charges, including but not limited to water and sewer charges?
YES [ ] NO [X] If yes, provide details for each such year. Provide a detailed response to all
questions checked ‘YES'. If you need more space, photocopy the appropriate page and attach it to the questionnaire.

L ]

17 Conflict of Interest:
a) Please disclose any conflicts of interest as outlined below. NOTE: If no conflicts exist, please expressly state “No

conflict exists.”
(i) Any material financial relationships that your firm or any firm employee has that may create a conflict of
interest or the appearance of a conflict of interest in acting on behalf of Nassau County.

! No conflict exists J

(i) Any family relationship that any employee of your firm has with any County public servant that may create a
conflict of interest or the appearance of a conflict of interest in acting on behalf of Nassau County.

Wo conflict exists J

(iii) Any other matter that your firm believes may create a conflict of interest or the appearance of a conflict of
interest in acting on behalf of Nassau County.
No conflict exists [

b) Please describe any procedures your firm has, or would adopt, to assure the County that a conflict of interest
would not exist for your firm in the future.

Axon maintains policies and internal controls designed to identify and address potential confiicts of interest. Prior
to hire, prospective employees are expected to disclose potential conflicts, and employees are required to
disclose actual or potential conflicts that arise during their employment. Reported matters are reviewed as
appropriate to determine whether mitigation steps are necessary.

Page3 of 6 Rev. 3-2016



A Include a resume or detailed description of the Proposer’s professional qualifications, demonstrating extensive
experience in your profession. Any prior similar experiences, and the results of these experiences, must be identified.

Have you previously uploaded the below information under in the Document Vault?
YES [X] NO [ ]

Is the proposer an individual?
YES [ ] NO [X] Should the proposer be other than an individual, the Proposal MUST include:

i) Date of formation;

[ 09/07/1993

i) Name, addresses, and position of all persons having a financial interest in the company, including shareholders,
members, general or limited partner. If none, explain.

Eompany is a publicly traded on NASDAQ.

iii)  Name, address and position of all officers and directors of the company. If none, explain.

I See attached.

1 File(s) uploaded: Secretary's Certificate - Robert E. Driscoll, Jr..docx.pdf

iv) State of incorporation (if applicable);

| DE

v) The number of employees in the firm;

| 5104

vi) Annual revenue of firm;

| 2700000000

vii) Summary of relevant accomplishments

Axon manufactures and distributes de-escalation tools and technologies including TASER brand energy weapons
to various agencies world wide for the last 32 years.

vili)  Copies of all state and local licenses and permits.

B. indicate number of years in business.
i 32
C. Provide any other information which would be appropriate and helpful in determining the Proposer’s capacity and
reliability to perform these services.
| N/A
D. Provide names and addresses for no fewer than three references for whom the Proposer has provided similar services or

who are qualified to evaluate the Proposer’s capability to perform this work.

Company Rochester Police Department

Page 4 of 6 Rev. 3-2016



Contact Person
Address

City

Country
Telephone

Fax #

E-Mail Address

Company
Contact Person
Address

City

Country
Telephone

Fax #

E-Mail Address

Company
Contact Person
Address

City

Country
Telephone

Fax #

E-Mail Address

Page 50f6

Michael Grabowski
1190 SCOTTSVILLE RD
Rochester

us

(585) 428-7033

(585) 428-7493
mg1396@cityofrochester.gov

Niagara County Sheriffs

U —————

James Voutour

5526 Niagara St

Lockport

uUs

{716) 438-3393

{716) 439-7205
james.voutour@niagaracounty.com

-

State/Province/Territory NY

Metropolitan Transit Authority
Patrick Carolan

420 Lexington Ave STE 425
New York

us

(212) 878-1084

(212) 878-4739
pcarolan@mtapd.org

-

State/Province/Territory NY

Rev. 3-2016



1, Natalie Sharp B 4] , hereby acknowledge that a materially false statement
willfully or fraudulently made in connection with this form may result in rendering the submitting business entity and/or any
affiliated entities non-responsible, and, in addition, may subject me to criminal charges.

I Watalie Sharp J , hereby certify that | have read and understand all the

items contained in this form; that | supplied full and complete answers to each item therein to the best of my knowledge,
information and belief; that | will notify the County in writing of any change in circumstances occurring after the submission of
this form; and that all information supplied by me is true to the best of my knowledge, information and belief. | understand that
the County will rely on the information supplied in this form as additional inducement to enter into a contract with the
submitting business entity.

CERTIFICATION
A MATERIALLY FALSE STATEMENT WILLFULLY OR FRAUDULENTLY MADE IN CONNECTION WITH THIS QUESTIONNAIRE MAY

RESULT IN RENDERING THE SUBMITTING BUSINESS ENTITY NOT RESPONSIBLE WITH RESPECT TO THE PRESENT BID OR FUTURE
BIDS, AND, IN ADDITION, MAY SUBJECT THE PERSON MAKING THE FALSE STATEMENT TO CRIMINAL CHARGES.

Name of submitting business: _Axon Enterprise, Inc.

Electronically signed and certified at the date and time indicated by:
Natalie Sharp NSHARP@AXON.COM

Contracts Administrator

Title

04/30/2026

Date

Page 6 of 6 Rev. 3-2016
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Docusign Envelope ID: D8911A67-0556-4FAF-8D85-4C31F36DA713

CORPORATE SECRETARY’S CERTIFICATE OF
AXON ENTERPRISE, INC.
January 13, 2026

The undersigned certifies that he is the duly elected and qualified Corporate Secretary of
Axon Enterprise, Inc. (the “Company”) and does hereby certify, solely in such capacity and not
in an individual capacity, that, as of the date set forth above, Robert E. Driscoll, Jr., serving in the
capacity of Vice President, Deputy General Counsel and Assistant Corporate Secretary of the
Company as of the date set forth above, is duly authorized to legally bind the Company.

IN WITNESS WHEREOF, I have signed this certificate as of the date set forth above as
the duly elected and qualified Corporate Secretary of the Company.

AXON ENTERPRISE, INC.

By: ﬂma&, F !LLJ,S

Isaiah Fields, Corporate Secretary




PUBLIC

UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

COMMISSIONERS: Lina M. Khan, Chair
Rebecca Kelly Slaughter
Alvaro M. Bedoya
In the Matter of
Axon Enterprise, Inc., Docket No. 9389

a corporation.

ORDER RETURNING MATTER TO ADJUDICATION
AND DISMISSING COMPLAINT

The Commission voted to issue an administrative complaint on January 3, 2020,
consistent with the directive that Congress set forth in the FTC Act.! Thereafter, the parties
chose to file in federal court a complaint alleging, inter alia, that the FTC’s administrative
adjudication process is constitutionally deficient. On April 8, 2020, the federal district court
dismissed Axon's complaint due to a lack of subject matter jurisdiction. Axon appealed to the
United States Court of Appeals for the Ninth Circuit. In September 2020, Axon filed an
Emergency Motion to Stay Administrative Trial with the Ninth Circuit, asking the court to
temporarily stay the evidentiary hearing scheduled before this Commission pending
consideration of Axon’s appeal. In October 2020, the Ninth Circuit granted Axon’s motion. As a
result, the administrative adjudication process was stayed. That federal court challenge resulted
in years of litigation going all the way up to the Supreme Court, which rendered a decision on
the jurisdictional issue in April 2023.

At this point—nearly four years after this merger challenge was first filed and six years
after the deal was consummated—the constitutional challenge has now been remanded to the
federal district court in which it began. In that federal court litigation, Axon has now filed an
Amended Complaint raising, yet again, constitutional challenges to the Commission’s

! Congress directed the Commission to enforce the FTC and Clayton Acts through administrative adjudication. 15
U.S.C. §§ 21(b), 45(b). The Commission can also bring a federal court action seeking preliminary relief under
Section 13(b) of the FTC Act when necessary to prevent a merger’s consummation pending administrative
adjudication, and the Commission will sometimes seek to permanently enjoin a merger in federal court under
Section 13(b) when it is jointly bringing an action with State law enforcement authorities, see FTC v. H.J. Heinz
Co., 246 F.3d 708, 714 (D.C. Cir. 2001), and St. Alphonsus Med. Center-Nampa Inc. v. St. Luke’s Health Sys., Ltd.,
778 F.3d 775 (9th Cir. 2015), but that was not the case here.



PUBLIC

adjudication process. The Commission anticipates those challenges will likely result in years of
additional litigation, further delaying the administrative adjudication that would reach the merits
of the antitrust action here.

Every anticompetitive merger harms markets and adversely affects the American people,
and the allegations in the complaint suggest this one is no different. The complaint states that this
merger eliminated competition between two rivals, effectively creating a monopoly and harming
both police departments and communities who fund them. As it does with any enforcement
action, however, the Commission must constantly evaluate the deployment of its limited agency
resources to ensure maximal efficacy and utility. Here, there are a variety of factors we must
consider in pursuit of those priorities, including the increasingly unlikely possibility of reaching
a timely resolution of the antitrust merits that led to the filing of our complaint in the first place.

Based on the totality of the circumstances, we have come to the difficult conclusion that
the public interest requires that this litigation no longer be continued.

Accordingly,
IT IS ORDERED THAT this matter be, and it hereby is, returned to adjudication; and

IT IS FURTHER ORDERED THAT the Complaint in this matter be, and it hereby is,
DISMISSED.

By the Commission.

April J. Tabor
Secretary

SEAL: M5
ISSUED: 10/06/2023
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UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

COMMISSIONERS: Lina M. Khan, Chair
Rebecca Kelly Slaughter
Alvaro M. Bedoya
In the Matter of
Axon Enterprise, Inc., Docket No. 9389

a corporation.

ORDER RETURNING MATTER TO ADJUDICATION
AND DISMISSING COMPLAINT

The Commission voted to issue an administrative complaint on January 3, 2020,
consistent with the directive that Congress set forth in the FTC Act.! Thereafter, the partics
chose to file in federal court a complaint alleging, infer alia, that the FTC’s administrative
adjudication process is constitutionally deficient. On April 8, 2020, the federal district court
dismissed Axon's complaint due to a lack of subject matter jurisdiction. Axon appealed to the
United States Court of Appeals for the Ninth Circuit. In September 2020, Axon filed an
Emergency Motion to Stay Administrative Trial with the Ninth Circuit, asking the court to
temporarily stay the evidentiary hearing scheduled before this Commission pending
consideration of Axon’s appeal. In October 2020, the Ninth Circuit granted Axon’s motion. Asa
result, the administrative adjudication process was stayed. That federal court challenge resulted
in years of litigation going all the way up to the Supreme Court, which rendered a decision on
the jurisdictional issue in April 2023.

At this point—nearly four years after this merger challenge was first filed and six years
after the deal was consummated—the constitutional challenge has now been remanded to the
federal district court in which it began. In that federal court litigation, Axon has now filed an
Amended Complaint raising, yet again, constitutional challenges to the Commission’s

! Congress directed the Commission to enforce the FTC and Clayton Acts through administrative adjudication. 15
U.S.C. §§ 21(b), 45(b). The Commission can also bring a federal court action seeking preliminary relief under
Section 13(b) of the FTC Act when necessary to prevent a merger’s consummation pending administrative
adjudication, and the Commission will sometimes seek to permanently enjoin a merger in federal court under
Section 13(b) when it is jointly bringing an action with State law enforcement authorities, see FTC v. H.J. Heinz
Co., 246 F.3d 708, 714 (D.C. Cir. 2001), and St. Alphonsus Med. Center-Nampa Inc. v. St. Luke’s Health Sys., Ltd.,
778 F.3d 775 (9th Cir. 2015), but that was not the case here.



PUBLIC

adjudication process. The Commission anticipates those challenges will likely result in years of
additional litigation, further delaying the administrative adjudication that would reach the merits
of the antitrust action here.

Every anticompetitive merger harms markets and adversely affects the American people,
and the allegations in the complaint suggest this one is no different. The complaint states that this
merger eliminated competition between two rivals, effectively creating a monopoly and harming
both police departments and communities who fund them. As it does with any enforcement
action, however, the Commission must constantly evaluate the deployment of its limited agency
resources to ensure maximal efficacy and utility. Here, there are a variety of factors we must
consider in pursuit of those priorities, including the increasingly unlikely possibility of reaching
a timely resolution of the antitrust merits that led to the filing of our complaint in the first place.

Based on the totality of the circumstances, we have come o the difficult conclusion that
the public interest requires that this litigation no longer be continued.

Accordingly,
IT IS ORDERED THAT this matter be, and it hereby is, returned to adjudication; and

IT IS FURTHER ORDERED THAT the Complaint in this matter be, and it hereby is,
DISMISSED.

By the Commission.

April J. Tabor
Secretary

SEAL: oo AL MBT.
ISSUED: 10/06/202



Delaware

The First State

I, CHARUNI PATIBANDA-SANCHEZ, SECRETARY OF STATE OF THE STATE
OF DELAWARE, DO HEREBY CERTIFY "AXON ENTERPRISE, INC." IS DULY
INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS
OF THIS OFFICE SHOW, AS OF THE NINTH DAY OF FEBRUARY, A.D. 2026.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE
BEEN FILED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "AXON ENTERPRISE,
INC." WAS INCORPORATED ON THE FIFTH DAY OF JANUARY, A.D. 2001.

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES HAVE

BEEN PAID TO DATE.

Charuni Patibanda-Sanchez, Secretary of State
Authentication: 203045634

Date: 02-09-26

3337819 8300
SR# 20260503801

You may verify this certificate online at corp.delaware.gov/authver.shtmi
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Board of Directors

Michael Garnreiter, Chairman of the Board
Erika Ayers Badan, Director
Adriane Brown, Director
Julie Anne Cullivan, Director
Caitlin Kalinowski, Director
Dr. Matthew R. McBrady, Director
Todd Morgenfeld, Director
Hadi Partovi, Director
Graham Smith, Director
Rick Smith, Director, CEO & Founder

Chief Jeri Williams, Director
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COUNTY OF NASSAU

CONSULTANT’S, CONTRACTOR’S AND VENDOR'S DISCLOSURE FORM

1. Name of the Entity: Axon Enterprise, Inc.

Address: 17800 N. 85th Street

City: Scottsdale State/Province/Territory: AZ Zip/Postal Code: 85255
Country: uUs

2. Entity’s Vendor identification Number: 86-0741227

3. Type of Business: Public Corp (specify)

4. List names and addresses of all principals; that is, all individuals serving on the Board of Directors or comparable body, all
partners and limited partners, all corporate officers, all parties of Joint Ventures, and all members and officers of limited
liability companies (attach additional sheets if necessary):

1 File(s) uploaded: 4. Response.docx

5. List names and addresses of all shareholders, members, or partners of the firm. If the shareholder is not an individual, list
the individual shareholders/partners/members. If a Publicly held Corporation, include a copy of the 10K in lieu of completing
this section.

If none, explain.

Blackrock - https://www.sec.gov/Archives/edgar/data/1069183/000205211325001475/xslSCHEDULE_lSG_XOl/

primary_doc.xml
Vanguard - https://www.sec.gov/Archives/edgar/data/102909/000010290925000037/stSCHEDULE_lSG_XOl/

primary_doc.xml

1 File(s) uploaded: AXON (Axon Enterprise Inc.) (10-K) 2026-02-25.pdf_.pdf

6. List all affiliated and related companies and their relationship to the firm entered on line 1. above (if none, enter “None”). Attach
a separate disclosure form for each affiliated or subsidiary company that may take part in the performance of this contract. Such
disclosure shall be updated to include affiliated or subsidiary companies not previously disclosed that participate in the
performance of the contract.

See attached.

1 File(s) uploaded: Axon Entity Org Chart - 03.31.26 (3).pdf

Page 10of 3



7. List all lobbyists whose services were utilized at any stage in this matter (i.e., pre-bid, bid, post-bid, etc.). If none, enter “None.”
The term “lobbyist” means any and every person or organization retained, employed or designated by any client to influence - or
promote a matter before - Nassau County, its agencies, boards, commissions, department heads, legislators or committees,
including but not limited to the Open Space and Parks Advisory Committee and Planning Commission. Such matters include, but are
not limited to, requests for proposals, development or improvement of real property subject to County regulation, procurements.
The term “lobbyist” does not include any officer, director, trustee, employee, counsel or agent of the County of Nassau, or State of
New York, when discharging his or her official duties.

Are there lobbyists involved in this matter?
YES [ ] NO [X]

(a) Name, title, business address and telephone number of lobbyist(s):

(b) Describe lobbying activity of each lobbyist. See below for a complete description of lobbying activities.

-

(c) List whether and where the person/organization is registered as a lobbyist (e.g., Nassau County, New York
State):

I

8. VERIFICATION: This section must be signed by a principal of the consultant, contractor or Vendor authorized as a signatory of the
firm for the purpose of executing Contracts.

The undersigned affirms and so swears that he/she has read and understood the foregoing statements and they are, to his/her
knowledge, true and accurate.

Electronically signed and certified at the date and time indicated by:
Natalie Sharp [NSHARP@AXON.COM]

Dated: 04/30/2026 04:22:36 pm

Title: Contracts Administrator

Page 2 0f 3



The term lobbying shall mean any attempt to influence: any determination made by the Nassau County Legislature, or any
member thereof, with respect to the introduction, passage, defeat, or substance of any local legislation or resolution; any
determination by the County Executive to support, oppose, approve of disapprove any local legisiation or resolution, whether or
not such legislation has been introduced in the County Legislature; any determination by an elected County official or an officer
or employee of the County with respect to the procurement of goods, services or construction, including the preparation of
contract specifications, including by not limited to the preparation of requests for proposals, or solicitation, award or
administration of a contract or with respect to the solicitation, award or administration of a grant, loan, or agreement involving
the disbursement of public monies; any determination made by the County Executive, County Legislature, or by the County of
Nassau, its agencies, boards, commissions, department heads or committees, including but not limited to the Open Space and
Parks Advisory Committee, the Planning Commission, with respect to the zoning, use, development or improvement of real
property subject to County regulation, or any agencies, boards, commissions, department heads or committees with respect to
requests for proposals, bidding, procurement or contracting for services for the County; any determination made by an elected
county official or an officer or employee of the county with respect to the terms of the acquisition or disposition by the county of
any interest in real property, with respect to a license or permit for the use of real property of or by the county, or with respect
to a franchise, concession or revocable consent; the proposal, adoption, amendment or rejection by an agency of any rule
having the force and effect of law; the decision to hold, timing or outcome of any rate making proceeding before an agency; the
agenda or any determination of a board or commission; any determination regarding the calendaring or scope of any legislature
oversight hearing; the issuance, repeal, modification or substance of a County Executive Order; or any determination made by
an elected county official or an officer or employee of the county to support or oppose any state or federal legislation, rule or
regulation, including any determination made to support or oppose that is contingent on any amendment of such legislation,
rule or regulation, whether or not such legislation has been formally introduced and whether or not such rule or regulation has
been formally proposed.
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4. List names and addresses of all principals; that is, all individuals serving on the
Board of Directors or comparable body, all partners and limited partners, all corporate
officers, all parties of Joint Ventures, and all members and officers of limited liability
companies (attach additional sheets if necessary):

Board of Directors:

Michael Garnreiter, Chairman of the Board
Erika Ayers Badan, Director

Adriane Brown, Director

Julie Anne Cullivan, Director

Caitlin Kalinowski, Director

Dr. Matthew R. McBrady, Director
Todd Morgenfeld, Director

Hadi Partovi, Director

Graham Smith, Director

Rick Smith, Director, CEO & Founder
Chief Jeri Williams, Director

Corporate Officers:

Rick Smith, CEO & Founder

Josh Isner, President

Brittany Bagley, Chief Operating Officer & Chief Financial Officer
Jeff Kunins, Chief Product Officer & Chief Technology Officer
Cameron Brooks, Chief Revenue Officer

Isaiah Fields, Chief Legal Officer
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Board of Directors

Michael Garnreiter, Chairman of the Board
Erika Ayers Badan, Director
Adriane Brown, Director
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Nassau County Police Department
1490 Franklin Avenue
Bruce Blakeman Mineola, New York 11501 Patrick J. Ryder
COUNTY EXECUTIVE (516) 573-8800 POLICE COMMISSIONER
DATE: March 10, 2026
TO: Nassau County Division of Purchasing
FROM: Lieutenant George La Rosa, Serial No. 8427, Shield No. 356, Commanding

Officer, Firearms Training Unit

SUBJECT: SOLE SOURCE JUSTIFICATION, Axon Taser X26P Electronic Control
Weapon (ECW)

The Nassau County Police Department requests sole source approval for the purchase
of replacement Taser X26P ECW’s and accessories. Axon is the sole manufacturer
for the Taser X26P, which currently issued to Department members. This ECW has
been in use with the Department since 2013. Department members have been trained
and outfitted with the Taser X26P and its components. There are limited ECW options
available, and any switch to another ECW would require a larger purchase, test and
evaluation period and re-training.

Respectfully, » 4 L )
VA Yl
7 7 Lt Sf; L A

7 !
gg’orge LaRosa~

&
Lieutenant/Commanding Officer



Choose an item.

Axon Enterprise, Inc. Axon Enterprise, Inc.
17800 N. gs™ Street, Scottsdale, AZ 85255 17800 N. gs™ Street, Scottsdale, AZ 85255
Phone: 800-978-2737 Phone: 800-978-2737
Fax: 480-991-0791 Fax: 480-991-0791

Please contact your local Axon sales representative or call us at 1-800-978-2737 with any
questions.

Sincerely,

|

Josh Isner
President
Axon Enterprise, Inc.

Non-Axon trademarks are property of their respective owners.

The Delta Axon Lago, Axon, Axon Body, Axon Citizen, Axon Evidence, Axon Records, Axon Respond, Axon Signal, X2,
X26P, TASER, TASER 7, and TASER 10 are trademarks of Axon Enterprise, Inc., some of which are trademarks in the
US and other countries. For more information visit www.axon.com/legal. Al rights reserved. © 2026 Axon Enterprise, Inc.

Axon Enterprise. Inc. Energy Weapon Sole Source Letter Version 37.0 Page S



2/16/2026

To: United States state, local and municipal law enforcement agencies
Re: Sole Source Letter for Axon Enterprise, Inc.’s TASER Energy Weapons

A sole source justification exists because the following goods and services required to satisfy the
agency’s needs are only manufactured and available for purchase from Axon Enterprise. Axon is
also the sole distributor and retailer of all TASER brand products in the States of AL, AR, CA, CO,
CT, DE, FL, GA, HI, IAIL, IN, KS, KY, LA, MA, MD, ME, MI, MN, MO, MS, NC, ND, NE, NH, NJ,
NY, OK, OR, PA, RI, SC, SD, TN, VA, VI, VT, WI, WV, and the District of Columbia and Guam.

TASER Energy Weapon Descriptions

TASER 10 Energy Weapon

. Multi-shot energy weapon
Detachable magazine holding 10 TASER 10 Cartridges
45-foot (13.7-meter) range
High-efficiency flashlight
Green LASER sight
Central Information Display (CID): Displays mission critical data such as
remaining battery energy, burst time, and cartridge status.
e  Weapon logs
. TASER Weapons Dock connected to Axon Evidence (Evidence.com) services
. Onboard self-diagnostic and system status monitoring and reporting
. Real-time clock updated when the battery pack is plugged into the TASER
Weapons Dock
. Ambidextrous selector switch
. Can be configured by the agency to alert Axon camera systems
. The trigger activates a single cycle (approximately five seconds). Holding the
trigger down will continue the discharge beyond the standard cycle (unless
configured by the agency to stop at five seconds). The energy weapon cycle can be
stopped by placing the safety switch in the down (SAFE) position.
. Compatible with TASER 10 Cartridges only

TASER 7 Energy Weapon

Multiple-shot energy weapon

High-efficiency flashlight

Close Quarter and Standoff cartridges

Green LASER and dual red LASERs that adjust for cartridge angle

Arc switch enables drive-stun with or without a TASER 7 Cartridge installed
Central Information Display (CID): Displays mission critical data such as
remaining battery energy, burst time, and cartridge status.

. Weapon logs

. TASER Weapons Dock connected to Axon Evidence (Evidence.com) services
) Onboard self-diagnostic and system status monitoring and reporting

. Real-time clock updated when the battery pack is plugged into the TASER
Weapons Dock

Axon Enterprise. Inc. Energy Weapon Sole Source Leiter Version 37.0 Page 1



e  Ambidextrous safety switch

. Can be configured by the agency to alert Axon camera systems

o  The trigger activates a single cycle (approximately five seconds). Holding the
trigger down will continue the discharge beyond the standard cycle (unless
configured by the agency to stop at five seconds). The energy weapon cycle can be
stopped by placing the safety switch in the down (SAFE) position.

. Compatible with TASER 7 Cartridges only

TASER 7 CQ Energy Weapon
. Multiple-shot energy weapon for agencies that deploy energy weapons mostly
at close quarters (CQ)
. High-efficiency flashlight
. Close Quarter cartridges
o  Arc switch enables drive-stun with or without a TASER 7 Cartridge installed
. Central Information Display (CID): Displays mission critical data such as
remaining battery energy, burst time, and cartridge status.
) Weapon logs
e TASER Weapons Dock connected to Axon Evidence (Evidence.com) services
. Onboard self-diagnostic and system status monitoring and reporting
. Real-time clock updated when the battery pack is plugged into the TASER
Weapons Dock
. Ambidextrous safety switch
. Can be configured by the agency to alert Axon camera systems
e  The trigger activates a single cycle (approximately five seconds). Holding the
trigger down will continue the discharge beyond the standard cycle (unless
configured by the agency to stop at five seconds). The energy weapon cycie can be
stopped by placing the safety switch in the down (SAFE) position.
. Compatible with 12-degree TASER 7 Cartridges only

X2 Energy Weapon

. Multiple-shot energy weapon
High efficiency flashlight
Static dual LASERSs (used for target acquisition)
ARC switch enables drive-stun with or without a Smart Cartridge installed
Central Information Display (CID): Displays mission-critical data such as
remaining battery energy, burst time, operating mode, and user menu to change
settings and view data on a yellow-on-black display
. The Trilogy log system records information from a variety of sensors into three
data logs: Event log, Pulse log, and Engineering log. Data can be downloaded using
a universal serial bus (USB) data interface module connected to a personal computer
(PC). Data may be transferred to Axon Evidence (Evidence.com) services.
) Real-time clock with back-up battery
e  Onboard self-diagnostic and system status monitoring and reporting
e  Ambidextrous safety switch
. Capable of audio/video recording with optional TASER CAM HD recorder
e  The trigger activates a single cycle (approximately 5 seconds). Holding the
trigger down will continue the discharge beyond the standard cycle (except when
used with an APPM or TASER CAM HD AS). The energy weapon cycle can be

Axon Enterprise, Inc. Energy Weapon Sole Source Letler Version 37.0 Page 2



stopped by placing the safety switch in the down (SAFE) position.
. Compatible with TASER Smart Cartridges only

X26P Energy Weapon

) High efficiency flashlight

) Red LASER (used for target acquisition)

) Central Information Display (CID): Displays data such as calculated remaining
energy, burst time, and notifications

. The Trilogy log system records information from a variety of sensors into three
data logs: Event log, Pulse log, and Engineering log. Data can be downloaded using
a universal serial bus (USB) data interface module connected to a personal computer
(PC). Data may be transferred to Axon Evidence (Evidence.com) services.

. Real-time clock with back-up battery

Onboard self-diagnostic and system status monitoring and reporting
Ambidextrous safety switch

Capable of audio/video recording with optional TASER CAM HD recorder

The trigger activates a single cycle (approximately five seconds). Holding the
trigger down will continue the discharge beyond the standard cycle (except when
used with an APPM or TASER CAM HD AS). The energy weapon cycle can be
stopped by placing the safety switch in the down (SAFE) position.

. Compatible with TASER standard series cartridges

Axon Signal Performance Power Magazine (SPPM)

. Battery pack for the X2 and X26P energy weapons

. Shifting the safety switch from the down (SAFE) to the up (ARMED) positions
sends a signal from the SPPM. Upon processing the signal, an Axon system
equipped with Axon Signal technology transitions from the BUFFERING to EVENT
mode.

TASER Brand Energy Weapon Model Numbers

1. Energy Weapons:

TASER 10 Models: 100380, 100391

TASER 10 Inert Device Model 100392

TASER 7 Models: 20008, 20009, 20010, and 20011
TASER 7 CQ Models 20213, 20214

TASER X2 Models: 22002 and 22003

TASER X26P Models: 11002 and 11003

2. Optional Extended Warranties for energy weapons:

TASER 7 - 4-year extended warranty, item number 20040
X2 — 4-year extended warranty, item number 22014

X26P — 2-year extended warranty, item number 11008
X26P — 4-year extended warranty, item number 11004

3. TASER 10 Magazines

TASER 10 live duty magazine (black), item number 100393
TASER 10 Hook and Loop Training (HALT) magazine (blue), item number 100394
TASER 10 live training magazine (purple), item number 100395

Axon Enterprise, Inc. Energy Weapon Soie Source Letter Version 37.0 Page 3



10.

e TASER 10 inert training magazine (red), item number 100396

TASER 10 Cartridges (compatible with the TASER 10, required for this energy weapon to
function in the probe deployment mode)

s TASER 10 live cartridge, item number 100399

e TASER 10 HALT cartridge, item number 100400

e TASER 10 inert cartridge, item number 100401

Power Modules (Battery Packs) for TASER 7 and TASER 10 energy weapons:
o Tactical battery pack Model 20018

e Compact battery pack Model 22019

« Non-Rechargeable battery pack Model 22020

+ Disconnect battery pack Model 20027

TASER Weapons Dock used with TASER 10 and TASER 7 battery packs
e Axon Dock power cord for North America, Model 71019
« Axon Dock wall mount bracket assembly, Model 70033

Axon Virtual Reality (VR)

Axon VR PSO full installation, Model: 10126

Axon VR controller —- TASER 10, Model 100748
Axon VR controller - TASER 10, Model 100832
Axon VR — TAP refresh 1 — controller, Model 101012
Axon VR - Headset -~ HTC Focus 3, Model 20378
Axon VR — TAP refresh 1 — Sidearm controller, Model 101009
Axon VR — TAP refresh 1 — headset, Model 20373
Axon VR - tablet case, Model 101300

VR tablet TAB bundle, Model TapTablet

Axon VR - tablet, Model 101294

Data Storage, Certification, and Licensing

e Axon TASER - Data Science Program, Model 101180

Axon TASER — Axon Evidence (Evidence.com) license, Model 20248

Axon VR — full Access — TASER add-on user, Model 20370

Axon TASER - On-demand certification, Model 101193

Axon TASER 10 - replacement access program — duty cartridge, Model 100751

TASER 7 Cartridges (compatible with the TASER 7; required for this energy weapon to
function in the probe deployment mode)

o Standoff cartridge, 3.5 degrees, Model 22175

Close Quarter cartridge, 12 degrees, Model 22176

Hook and Loop Training (HALT) cartridge, 3.5 degrees, Model 22177

Hook and Loop Training (HALT) cartridge, 12 degrees, Model 22178

Inert cartridge, 3.5 degrees, Model 22179

Inert cartridge, 12 degrees, Model 22181

TASER standard cartridges (compatible with the X26P; required for this energy weapon
to function in the probe deployment mode):
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15-foot Model: 22188
21-foot Model: 22189
21-foot non-conductive Model: 44205
25-foot Model: 22190

11. TASER Smart cartridges (compatible with the X2; required for this energy weapon to
function in the probe deployment mode):
+ 15-foot Model: 22184
e 25-foot Model: 22185
e 25-foot inert simulation Model: 22155
e 25-foot non-conductive Model: 22157

12. TASER CAM HD recorder Model: 26810 (full HD video and audio) and TASER CAM HD
with AS (automatic shut-down feature) Model: 26820. The TASER CAM HD is compatible
with both the X26P and X2 energy weapons.

s TASER CAM HD replacement battery Model: 26764
e TASER CAM HD Download Kit Model: 26762
e TASER CAM HD optional 4-year extended warranty, item number 26763

13. Power Modules (Battery Packs) for X26P and X2 energy weapons:
e Performance Power Magazine (PPM) Model: 22010
Tactical Performance Power Magazine (TPPM) Model: 22012
Automatic Shut-Down Performance Power Magazine (APPM) Model: 22011
eXtended Performance Power Magazine (XPPM) Model: 11010
eXtended Automatic Shut-Down Performance Power Magazine (XAPPM) Model:
11015
« Axon Signal Performance Power Magazine (SPPM) Model: 70116

14. TASER Weapons Dock, used with TASER 7 and TASER 10 battery packs:
e TASER Weapons Dock Core and Multi-bay Module: 74200
e TASER Weapons Dock Core and Single-bay Module: 74201
s TASER Weapons Dock Single Bay Dataport: 74208

15. TASER Dataport Download Kits:
e Dataport Download Kit for the X2 and X26P Model: 22013

16. TASER Blast Door Repair Kit Model 44019 and TASER Blast Door Replenishment Kit
Model 44023

17. Energy Weapon Holsters:

Right-hand TASER 10 holster by Safariland Model: 100611
Left-hand TASER 10 holster by Safariland Model: 100613
Right-hand TASER 10 VR holster by Safariland Model: 101122
Left-hand TASER 10 VR holster by Safariland Model: 101123
Right-hand TASER 10 holster by Blade-Tech Model: 100614
Left-hand TASER 10 holster by Blade-Tech Model: 100615
Right-hand TASER 10 holster by BLACKHAWK Model: 100616
Left-hand TASER 10 holster by BLACKHAWK Model: 100617
Ambidextrous TASER 10 holster by So-Tech Model: 100621
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18.

19.
20.
21.
22.

23.
24.
25.

26.

27.

28.

29.

Axon B

Right-hand TASER 7 holster by Safariland Model: 20063

Left-hand TASER 7 holster by Safariland Model: 20068

Right-hand TASER 7 holster with cartridge carrier by Safariland Model: 20160
Left-hand TASER 7 holster by with cartridge carrier by Safariland Model: 20161
Right-Hand TASER 7 holster by BLACKHAWK Model: 20062

Left-Hand TASER 7 holster by BLACKHAWK Model: 20067

Right-hand X2 holster by BLACKHAWK Model: 22501

Left-hand X2 holster by BLACKHAWK Model: 22504

Right-hand X26P holster by BLACKHAWK Model: 11501

Left-hand X26P holster by BLACKHAWK Model: 11504

Enhanced HALT Suit Model: 100623
TASER Simulation Suit Il Model: 44550
HALT Suit Model: 20050
TASER 7 conductive target Model: 80087
TASER 7 Target Frame Model: 80090
TASER 7 Warranties
Tactical Battery Pack Model 20041
TASER 7 Dock and Core Warranty Model: 20042
TASER 7 Single Bay Dock and Core Warranty Model: 20047
TASER Product Packages

Officer Safety Plan: Includes an X26P energy weapon, Axon camera and Dock
upgrade, and Evidence.com license and storage. See your Sales Representative for
further details and Model numbers.

Officer Safety Plan 7: Includes a TASER 7 energy weapon, Axon body-worn camera
(BWC) with the TASER Assurance Plan (TAP), Axon Evidence (Evidence.com), unlimited
BWC and Axon Capture storage, Command Staff Pro license (1 per 100 users), TASER
7 certification bundle, Axon Signal Sidearm, Axon Standards, Axon Respond, Axon
Respond+, and third-party storage (100 GB).

Officer Safety Plan 7 Plus (Officer Safety Plan 7+): Includes a TASER 7 energy
weapon, Axon body-worn camera, Axon Evidence Axon Signal Sidearm, Axon
Standards, Axon Respond, Axon Respond+, third-party storage (1 00 GB), Axon
Performance, Axon Community Request, Axon Investigate Pro, third-party video
playback, Redaction Assistant, auto-tagging with implementation, channel services, Axon
Records, and Axon VR training.

Officer Safety Plan 7 Premium: Includes a TASER 7 energy weapon, Axon body-worn
camera with TAP, Axon Evidence (Evidence.com) unlimited BWC and Axon Capture
storage, Command Staff Pro license (1 per 100 users), TASER 7 certification bundle,
Axon Signal Sidearm, auto-tagging with implementation, channel services, Axon
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Records, Axon Auto-Transcribe, Axon VR Training, and unlimited Axon Auto-Transcribe,
My90 by Axon, and the Fusus Real-Time Crime Center.

30. TASER 7 Basic: Pays for TASER 7 program in installments over 5 years including
access to Axon Evidence services for energy weapon program management.

31. TASER 7 Certification: Pays for TASER 7 program in installments over 5 years
including access to Axon Evidence for energy weapon program management, annual
training cartridges, unlimited duty cartridges and online training content.

32. TASER Certification Add-On: Allows the agency to pay an annual fee to receive an
annual allotment of training cartridges, unlimited duty cartridges and online training
content.

33. TASER 7 Certification with Virtual Reality (VR): Pays for the TASER 7 program in
installments over 5 years including access to Axon Evidence for energy weapon program
management, annual training cartridges, unlimited duty cartridges, online training
content, and VR training.

34. TASER 60: Pays for X2 and X26P energy weapons and Spare Products in instaliments
over 5 years.

35. Unlimited Cartridge Plan: Allows the agency to pay an annual fee to receive annual
training cartridges, unlimited duty cartridges and unlimited batteries for the X2 and X26P
energy weapons.

36. TASER 60 Unlimited: Pays for X2 and X26P energy weapons and Spare Products in
installments over 5 years and receive unlimited cartridges and batteries.

37 TASER 7 Close Quarters Dock Plan: Pays for TASER 7 Close Quarters Plan over a 5-
year period in installments including access to Axon Evidence for energy weapon
program management, rechargeable batteries, annual cartridge shipments, unlimited
duty cartridges, and access to online training.

38. Officer Safety Plan 10: Includes a TASER 10 energy weapon, the TASER 10
certification bundle, Axon body camera with TAP," Axon Evidence, unlimited body
camera and Axon Capture storage, Command Staff Pro license (1 per 100users), TASER
10 certification bundle, Axon Signal Sidearm,? Axon Standards, * Axon Respond, Axon
Respond+, and third-party storage (100 GB).

39. Officer Safety Plan 10 Plus: Includes a TASER 10 energy weapon, the TASER 10
certification bundie, Axon body camera with TAP," Axon Evidence (Evidence.com),
unlimited body camera and Axon Capture storage, Command Staff Pro license (1 per 100
users), TASER 10 certification bundle, Axon Signal Sidearm, Axon Standards, Axon

' Axon Body 3 or Axon Body 4 & Axon Dock (for cameras) hardware purchased separately.
Includes two Axon camera upgrades and one camera dock upgrade, which apply to 5-year
contracts only.

2 Additional configuration may be needed to ensure Axon Signal compatibility, and not all holster
arrangements may be compatible. Reach out to your Axon representative to learn more.

3 cense subscription only. Does not include implementation costs. Available for agencies with 15+
sworn officers.
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40.

41.

42.

43.

44,

45.

46.

47.

Respond, Axon Respond+, Axon Performance, Axon Community Request, Axon
Investigate, Redaction Assistant, auto-tagging with implementation, channel services (3),
third-party video storage (100 GB),* license subscription only. Does not include_
implementation costs. Available for agencies with 15+ sworn officers. Third-party video
playback, Redaction Assistant, auto-tagging with implementation, channel services, Axon
Records, and Axon VR Training.*

Officer Safety Plan 10 Premium: Includes a TASER 10 energy weapon, the TASER 10
certification bundle, Axon body camera with TAP," Axon Evidence (Evidence.com),
unlimited body camera and Axon Capture storage, Command Staff Pro license (1 per 100
users), Axon Signal Sidearm, Axon Standards, Axon Respond, Axon Respond+, Axon
Performance, Axon Community Request, Axon Investigate, Redaction Assistant, auto-
tagging with implementation, channel services (unlimited), third-party video storage
(unlimited), Axon Community Request, Axon Investigate Pro, third-party video playback,
Redaction Assistant, auto-tagging with implementation, channel services, Axon Records,
Axon VR training, Axon Auto-Transcribe, My90 by Axon, and the Fusus Real-Time Crime
Center.®

TASER 10 Basic: Pays for the TASER 10 program in installments over 5 years including
access to Axon Evidence services for energy weapon program management.

TASER 10 Certification: Pays for TASER 10 program in installments over 5 years
including access to Evidence.com for energy weapon program management, annual
training cartridges, unlimited duty cartridges and online training content.

TASER 10 Certification with Virtual Reality (VR): Pays for the TASER 10 program in
installments over 5 years including access to Evidence.com for energy weapon program
management, annual training cartridges, unlimited duty cartridges, online training
content, and VR training.

Axon Core 7: Pays for TASER 7 certification, Axon Body 4 camera, Axon Dock,
warranty, TAP refresh, Professional Axon Evidence License, unlimited first-party storage,
a la carte third-party storage (30 GB), Axon Signal Sidearm (1:1), and Axon Respond.

Axon Core 10: Pays for TASER 10 certification, Axon Body 4 camera, Axon Dock,
warranty, TAP refresh, Professional Axon Evidence license, unlimited first-party storage,
a la carte third-party storage (30 GB), Axon Signal Sidearm (1:1), and Axon Respond.

Corrections Officer Safety Plan: Includes a TASER 7 energy weapon, Axon Body 3
Camera, Axon Dock, Axon Camera and Dock Upgrade, Axon Evidence Licenses and
unlimited Axon storage.

Corrections Post OSP: Inciudes one TASER 7 energy weapon for every two licenses,
one Axon Body 3 Camera for every two licenses, Axon Dock, Axon Camera and Dock
Upgrade, Axon Evidence Licenses and unlimited Axon storage for each license.

4 License subscription only. Does not include implementation costs. Available for agencies with
50+ sworn officers.

5 For more details on Fusus tiers, reach out to your account manager.
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The number of shares of the registrant’s common stock outstanding as of February 24, 2025 was 76,623,266
DOCUMENTS INCORPORATED BY REFERENCE

Parts of the registrant’s definitive proxy statement for its 2025 Annual Meeting of Shareholders to be prepared and filed with the Securities and Exchange Commission not later than 120

days after December 31, 2024 are incorporated by reference into Part I of this Form 10-K.
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PART1

Statements contained in this Annual Report on Form 10-K that are not historical are “forward-looking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), including statements regarding our expectations, beliefs, intentions and strategies
regarding the future. We intend that such forward-looking statements be subject to the safe-harbor provided by the Private Securities
Litigation Reform Act of 1995. Such statements give our current expectations or forecasts of future events; they do not relate strictly to
historical or current facts. Words such as “may,” “will,” “should,” “could,” “would,” “predict,” “potential,” “continue,” “expect,”
“anticipate,” “future,” “intend,” “plan,” “believe,” “estimate,” and similar expressions, as well as statements in future tense, identify
forward-looking statements. However, not all forward-looking statements contain these identifying words.

We cannot guarantee that any forward-looking statement will be realized, although we believe we have been prudent in our plans
and assumptions. Achievement of future results is subject to risks, uncertainties and potentially inaccurate assumptions. Many events
beyond our control may determine whether results we anticipate will be achieved. Should known or unknown risks or uncertainties
materialize, or should underlying assumptions prove inaccurate, actual results could differ materially from past results and those
anticipated, estimated or projected. You should bear this in mind as you consider forward-looking statements. This Annual Report on
Form 10-K lists various important factors that could cause actual results to differ materially from historical and expected results, which
are set forth more fully in Part I, Item 1A. These factors are intended as cautionary statements for investors within the meaning of
Section 27A of the Securities Act and Section 21E of the Exchange Act. Readers can find them under the heading “Risk Factors” in this
Annual Report on Form 10-K, and investors should refer to them. You should understand that it is not possible to predict or identify all
such factors. Consequently, you should not consider any such list to be a complete set of all potential risks or uncertainties.

Except as required by law, we undertake no obligation to publicly update forward-looking statements, whether as a result of new
information, future events or otherwise. You are advised, however, to consult any further disclosures we make on related subjects in our
Form 8-K, 10-Q and 10-K reports to the Securities and Exchange Commission (“SEC”). Our filings with the SEC may be accessed at
the SEC’s web site at www.sec.gov.

https://www.sec.gov/Archives/edgar/data/ 1069183/000106918325000019/axon-20241231.htm 4/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

Item 1. Business
Overview

Axon Enterprise, Inc. (“Axon,” the “Company,” “we” or “us”) is a technology leader in global public safety. In 2022, we
announced our moonshot goal to cut gun-related deaths between police and the public in the United States in half by 2033.

Axon is building the public safety operating system of the future by integrating a suite of hardware devices and cloud software
solutions that not only revolutionize modern policing but also cater to federal agencies, corrections, justice and enterprise-level security
needs. Axon’s suite includes cloud-hosted digital evidence management solutions, productivity and real-time operations software, body
cameras, in-car cameras, TASER energy devices, drone and robotic security, and training solutions.

Our hardware and software solutions advance our mission to (i) make the bullet obsolete, (ii) reduce social conflict, and (iii)
enable a fair and effective justice system. Our products solve some of society's most challenging problems and our mission attracts top
talent. We aim to invent and deliver public safety products that progressively make the right things easier and the wrong things harder
every day.

Our research & development (“R&D”) investments support continuous innovation on behalf of our customers. Our financial
strategy is to build highly recurring, highly profitable businesses and to drive growth through this purposeful product innovation.

Axon’s operations comprise two reportable segments:

1. Software and Sensors: We develop, manufacture and sell fully integrated hardware and cloud-based software
solutions that enable law enforcement to capture, securely store, manage, share and analyze video and other digital
evidence. Our software offerings also support productivity and real-time operations. The Software and Sensors
segment includes the sale of sensors, including body cameras, in-car cameras, other hardware sensors, warranties on
sensors, and other products, as well as recurring cloud-hosted software revenue, related non-recurring professional
services revenue, and revenue from certain software, including on-premise licenses.

2 TASER: Axon is the market leader in the development, manufacture and sale of conducted energy devices ("CEDs"),
which we sell under our brand name, TASER. The TASER segment includes the manufacture and sale of CEDs,
batteries, accessories and extended warranties, digital subscription training content, virtual reality ("VR") training
content, TASER Evidence.com license revenue, and other professional services tied to TASER and VR deployments.

For further information about our reportable segments and sales by geographic region, refer to Note 1 of Part II, Item 8 of this
Annual Report on Form 10-K.

Axon employees are distributed across multiple geographies and report to work via a remote-hybrid model, which leverages both
in-person collaboration environments as well as cloud-based software tools that enable remote productivity. Our headquarters in
Scottsdale, Arizona and our hubs in Seattle, Washington; San Francisco, California; Boston, Massachusetts; Atlanta, Georgia; and
Sterling, Virginia house the majority of our in-person employees located in the United States, including members of our executive
management team, and sales, marketing, certain engineering, manufacturing, finance and other administrative support functions. We
also have subsidiaries and/or offices located in Australia, Belgium, Canada, Finland, France, Germany, Greece, India, Italy, the
Netherlands, Spain, the United Kingdom and Vietnam.

Key Product Category Revenue Drivers: What We Offer

Axon products are generally cloud-connected, designed to drive better outcomes and customer experiences, and sold via mutually
reinforcing integrated subscription plans. Our key revenue drivers belong to three broad product categories:

« Software: Axon is building a suite of cloud-based, Software-as-a-Service (“SaaS™) solutions that integrate with our
sensors and TASER devices to benefit customers and drive annual recurring revenue, which totaled
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$1.0 billion' as of December 31, 2024. We have many Saa$S solutions, which can best be trisected into three categories:
digital evidence management, productivity and real-time operations solutions. Axon Evidence is the world’s largest
cloud-hosted public safety data repository of public safety video data and other types of digital evidence. Our
productivity suite, which includes Axon Records and artificial intelligence ("AI"), is designed to save officers time spent
writing reports and doing paperwork. Our real-time operations capabilities, which include Axon Respond, integrates
location data, signal alerts and video feeds to provide a complete picture of evolving situations.

«  Sensors: Axon devices address many needs, including transparency, real-time situational awareness, and accurate capture
and integration of evidence with software workflows. Product categories within sensors include Axon Body cameras,
Axon Fleet in-car systems, drones and robotics, and other devices that work with our software. Our software solutions
also support an open ecosystem of connected devices produced by other vendors.

. TASER: We develop smart devices, tools and services that support public safety officers in de-escalating situations,
avoiding or minimizing use of force and aiding consumer personal protection. These tools include TASER devices, VR
training services and consumer devices. Research has shown that TASER devices are the most effective less-than-lethal
force option, with the lowest likelihood of injury to officers and assailants. Since our inception in 1993, TASER devices
have been adopted by a majority of U.S. state and local law enforcement and are used daily to help keep communities
safe. Global adoption of TASER devices remains early and we are expanding into new geographies. Axon VR solutions
make public safety training more accessible, relevant and affordable — with the goal of using new immersive VR
technologies to better prepare officers for real-life situations in the field.

Sales and Distribution: Who We Sell To and Where We Deliver

We think of our core customers as falling into roughly four categories of funding sources: U.S. state and local governments, the
U.S. federal government, international government customers and commercial enterprises. Additionally, the types of customers who
find value in our product offerings are expanding beyond law enforcement to include customers such as attorneys, corrections, fire and
emergency medical services personnel, commercial enterprise security, frontline enterprise workers, and the U.S. military.

Axon’s sales force and strong customer relationships represent key strategic advantages. The majority of our revenues are
generated via direct sales, including our online store, although we do leverage distribution partners and third-party resellers. No
customer represented more than 10% of total net sales for the years ended December 31, 2024, 2023 or 2022. As we diversify into new
markets, we have been investing in sales personnel and strategic headcount additions to support growth in these markets.

Governmental agencies generally have the ability to terminate our contracts, in whole or in part, for reasons including non-
appropriation of funds. We continue to monitor developments in federal government funding.

Resources

Manufacturing and Supply Chain

We perform light manufacturing, final assembly and final test operations at our facilities in Scottsdale, Arizona and own
substantially all of the equipment required to develop, prototype, manufacture and assemble our finished products. We have continued
to maintain both our ISO 9001 and our ISO 9001:2015 certifications.

We continue to take steps to diversify our supply chain and global manufacturing footprint, which positions us well to manage
supply chain disruptions. Material availability has mostly stabilized from prior supply chain challenges while general levels of risk
continue to exist in all businesses that manufacture products. Supplier decommitments remain a top

' Caleulated as monthly recurring license, integration, warranty, and storage revenue for the year ended December 31, 2024. Annual
recurring revenue is a forward-looking performance indicator that management believes provides more visibility into the growth of our
revenue generated by our highest margin, recurring services. Annual recurring revenue should be viewed independently of revenue and
deferred revenue because it is an operating measure and is not intended to be combined with or to replace GAAP revenue or deferred
revenue, as they can be impacted by contract start and end dates and renewal rates. Annual recurring revenue is not intended to be a
replacement or forecast of revenue or deferred revenue.
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area of risk. However, we have put programs in place to mitigate this risk. We proactively manage our supply chain down to third tier
suppliers to mitigate and overcome material shortages. These actions align to our strategic model to help meet strong product demand
while also preparing us to stagger factory work schedules as needed, which enables us to meet compressed build schedules over short
periods of time. We continue to adjust strategic inventory levels in both raw materials and finished goods based on areas of risk to
mitigate potential supply disruptions.

In light of our broad domestic and international supplier base, we are continuously monitoring our supply chain to manage
through potential impacts, identifying alternate shipping and logistic sources, and working with foreign regulators to ensure that our
suppliers can provide high quality parts. Despite past supply chain disruptions relating to material shortages and port constraints, we
remain focused on actively managing our supply chain by strengthening strategic relationships, securing secondary and alternate
sourcing, adjusting build plans, maintaining strategic inventory and utilizing flexible logistics to support growing demand while
minimizing customer disruptions.

Even as we continue to expand our second sourcing of materials across our supply chain, we still obtain some unique components
from single source suppliers. However, because we own substantially all of the injection molded component tooling used in their
production, we believe we could obtain alternative suppliers in most cases with varying levels of interruption. In addition, we also have
programs to hold additional raw materials (such as resins, battery components and critical semiconductors) to mitigate supply
interruptions and better manage costs. For additional discussion of sources and availability of raw materials, refer to Note 1 in Part I,
Item 8 of this Annual Report on Form 10-K.

We offer both limited and extended manufacturer’s warranties on our Axon devices and CEDs. For additional information about
our warranties, refer to Note 1 in Part II, Item 8 of this Annual Report on Form 10-K.

Intellectual Property

We protect our intellectual property with U.S. and foreign patents, U.S. and foreign trademark registrations, and U.S. copyright
registrations. Our patents and pending patent applications relate to technology used by us in connection with our products. We also rely
on international treaties, organizations and laws to protect our intellectual property. As of December 31, 2024, we hold over 330 US.
patents, over 150 U.S. registered trademarks, over 270 international patents and over 460 international registered trademarks, as well as
numerous pending patent and trademark applications.

We continuously assess whether and where to seek formal protection for particular innovations and technologies based on such
factors as the commercial significance to our operations and our competitors’ operations in particular countries and regions, our
strategic technology or product directions in different countries, and the degree to which intellectual property laws exist and are
meaningfully enforced in different jurisdictions. We have the exclusive rights to many Internet domain names, primarily including
“Axon.com,” “Evidence.com” and “TASER.com.” We also vigorously protect our intellectual property, including our patents and
trademarks against third-party infringement.

We also execute non-disclosure agreements with employees, consultants and key suppliers to help ensure the confidentiality of
our trade secrets.

Competition

Sensors — Connected Cameras and Digital Evidence Management Sofiware: The body camera and in-car video/automatic license
plate readers industry is highly competitive. Our competition includes 10-8 Video, 365Labs, Axis Communications AB, Digital Ally
Inc., Duress, Getac Technology Corporation, Halo Body Cameras, Hikvision, Hytera, IONODES, i-PRO, LensLock Inc., Motorola

Solutions, M-View, Oracle, Patrol Eyes, Pinnacle Response, Pro-Vision, Recoda, Reveal Media, Safe Fleet, Utility Associates,
Versaterm Inc., WCCTYV, Wolfcom Enterprises, Wrap Technologies Inc. and Zepcam B.V., Applied Concepts Inc., Genetec Inc. and

Insight LPR.

The market for software solutions to improve public safety agency workflows is both highly fragmented and highly competitive.
Our cloud-based digital evidence management system, Axon Evidence, competes with both cloud-based platforms and on-premises
based systems designed by third parties or developed internally by an agency's technology staff. Qur competition includes FileOnQ,
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FotoWare, Genetec Inc., IBM, i-PRO, Motorola Solutions, NICE, OpenText Corporation, Oracle, QueTel Corporation, Revir
Technologies, Utility Associates and Vidizmo, LLC, among others.

Key competitive factors in this product category include product performance, product features (including live-streaming, GPS
tracking and pre-event buffering), battery life, product quality and warranty, total cost of ownership, data
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security, data and information workflows, company reputation and financial strength, and customer satisfaction and relationships.

Productivity and Real-Time Operations Sofiware — Records Management System (“RMS”) and Axon Fusus: The RMS vertical
area is competitive and highly fragmented. We have identified more than 50 software providers, including 365Labs, Beacon Software
Solutions Inc., Caliber Public Safety (parent, Harris Computer Systems), Central Square Technologies (formerly Superion, TriTech and
Aptean), CivicEye, Core Technology Corporation, CSI Technology Group, EForce Software, Executive Information Services Inc.,
Hexagon AB, Kologik, LawSoft Inc., Mark43 Inc, Motorola Solutions, Niche Technology Inc., Saab, SmartCop, SOMA Global, Sopra
Steria, Southern Software, Sun Ridge Systems Inc. and Tyler Technologies. In addition, not all law enforcement agencies use software
for report writing — some still use paper. We believe our network of camera sensors and digital evidence management platform give us
a strategic advantage in these product categories. Our Axon Fusus offering competes both with real-time operations platforms that
ingest body camera video feeds, like Genetec's Citigraf, Motorola’s CommandCentral Aware and Utility’s Strax Response, Flock
Safety’s FlockOS, Hitachi Vantara’s Visualization Platform, and MIDL Technology, as well as platforms that ingest video feeds
exclusively from surveillance cameras, like Hexagon's Connect, Live Earth and Spatialitics's GeoShield, among others.

Draft One: The Al-enabled report narrative drafting space is relatively new but fast growing. We have identified a few providers

ft One.

in this space, including Abel, Blueline Al, GovWorx, Karda Analytics, Mark43’s ReportAl, Policereports.ai, and Truleo.

VR De-Escalation Training for Law Enforcement, Corrections and Private Security: Our VR Training platform competes with
several other companies in the space who offer simulation scenarios, including simulated training on the use of both lethal and less-
than-lethal alternatives. Our competition in this space includes Adaptive VR Lid., Apex Officer, Hologate GmbH, InVeris Training
Solutions Inc., Laser Shot Inc., MILO, OperatorXR, Street Smarts VR, Ti Training Corp, V-Armed, VirTra Inc. and Wrap Technologies,
among others.

Key competitive factors in this product category include scale of content library, integration to additional sensors and devices
(e.g. haptic suit, TASER), ease of use, visual fidelity and realism, quality of immersion experience (enhanced by capabilities such as
eye tracking and speech recognition) and portability.

Axon Air: Our end-to-end drone management software platform competes with a select set of companies in the space who offer
drone programs and flight management software solutions. Our competition in this space includes Auterion Ltd., BRINC Drones’
LiveOps, Flock Safety’s Aerodome, Motorola Solutions’ CAPE, Paladin Drones’ Watchtower and Votix, LLC, among others. Key
competitive factors in this product category include integration and compatibility with various drone hardware providers and other
technology systems used by first responders (e.g., digital evidence management), drone program management and real-time situational
awareness capabilities, intuitiveness of the user interface, the level of training and customer support provided (particularly for the
drone-as-first-responder use case), the customization and flexibility allowed by the platform to meet specific operational needs and
requirements of different customers (e.g., customizable flight restrictions) and the autonomy capabilities provided by the platform (e.g.,
creation of autonomous missions).

Our indoor tactical drone hardware platform, Sky-Hero, competes with a few other companies in the space, including BRINC,
Indoor Robotics, XTEND, and FLIR. Key competitive factors in this product category include variety and weight limits of compatible
payloads, battery life and associated flight range, maneuverability and size, autonomy and onboard intelligence (including ability to
navigate in GPS denied environments), sensor and imaging technology, durability and robustness of the drone, cost and maintenance
required, reliability and security of communication and control systems, the simplicity of the drone piloting user interface and the
training required to operate the drones.

Dedrone by Axon: The counter drone space is fast growing and very fragmented. Within it, Dedrone competes with Advanced
Protection Systems, Anduril, ApolloShield, ARTSys360, Aselsan, Belgian Advanced Technology Systems, Big Bang Boom Solutions,
Bligther Surveillance Systems, BlueHalo, BSS Holland, CACI, Cerbair, Chess Dynamics, DEFSYS, Department 13, D-Fend,
DroneDefence, Droneshield, Dynamite Global Strategies, DZYNE Technologies, EDGE, EdgeSource, Elbit Systems, ELT Group,
ESG, Fortem Technologies, FN Herstal, General Atomics, Gradiant, Guardion, Havelsan, Hensoldt, Hertz New Technologies, IEC
Infrared Systems, Indra, L3 Harris, Leidos, Leonardo DRS, LiveLink Aerospace, Lockheed Martin, Marduk, MBDA, MC2
Technologies, Meteksan Savunma, Metis, MSI Defense Systems, MyDefence, Northrop Grumman, NSO Group, Openworks, QinetiQ,
Raytheon, Regulus, Rheinmetall, SAAB, SAIC, SAMI Advanced Electronics, Securiton, Sensofusion, Sentrycs, Sentry View Systems,
Skycope, Skylock, Skysafe,
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SNC, Sopra Steria, SRC, Teledyne FLIR, Terma, Thales, TRD Systems, UAVOS, Unifly, Vector Solutions, Vigilant Drone Defense,
Vorpal, Whitefox Defense, and Zen Technologies, among others.

Key competitive factors in this product category include the breadth and accuracy of detection sensors (e.g., pan-tilt-zoom
cameras, radar, and acoustic) and multi-sensor fusion approaches, the chosen methodology for radio frequency-based detection (e.g.,
RF signature matching or RF demodulation), integration of detection platforms with robust mitigation solutions (e.g., jammers, cyber-
takeover, kinetic and high-energy), the capacity to improve detection through scale and continuous exposure to diverse drone makes
and models in areas of high drone activity (e.g., urban centers, active war zones) and the seamless interoperability with existing
security and defense ecosystems

TASER for Professional Users: Our CEDs compete with a variety of less-than-lethal alternatives to firearms, including rubber
bullets or rubber baton rounds, such as those made by Combined Systems, Inc.; pepper spray and pepper spray projectiles, such as
those made by Byrna Technologies Inc. (dba Fox Labs), SABRE Corporation and Mace Security International, Inc.; traditional stun
guns, such as those made by UZI and Jolt; hand-held remote restraint devices involving a tether, such as those made by Wrap
Technologies Inc.; laser dazzlers that cause temporary blindness, such as those made by B.E. Meyers & Co., Inc.; stun grenades, such
as those made by Combined Systems, Inc.; long-range acoustic devices, such as those made by Genasys Inc.; and police batons and
night sticks, such as those made by Monadnock and Armament Systems and Procedures, Inc. TASER devices offer advanced
technology, versatility, portability, effectiveness, built-in accountability systems and low injury rates, which enable us to compete
effectively against other less-than-lethal alternatives. TASER devices also offer connectivity to our cloud network, which allows law
enforcement agencies and other professional users to more effectively manage their less-than-lethal programs and automate use-of-
force reporting.

The key competitive factors in this product category include a device’s accuracy, effectiveness, reputation, safety, cost, ease of
use, and exceptional customer experience. The design maturity of the TASER platform, as well as our development and sale of a multi-
shot device, are also key competitive differentiators. We are aware of competitors providing competing CED products primarily outside
of the United States.

TASER for Personal Safety: In the private citizen space, TASER devices compete with firearms and other less-than-lethal self-
defense options such as stun guns and pepper spray-based products. Leading competitors in the less-than-lethal space include Byrna
Technologies, Inc., Mace, PepperBall, SABRE, Salt Supply Co. and Vipertek. The TASER StrikeLight competes in the flashlight
category, in which there are dozens, if not hundreds, of competitors, including tactical flashlight providers with and without stun gun
capabilities.

TASER Bolt and TASER Pulse are not stun guns, and have different capabilities, including neuromuscular incapacitation
functionality. The broader market for personal safety and home defense is far-reaching, and categories range from threat detection and
accountability (e.g., dash and doorbell cameras), to home security (¢.g., home alarms, locks and response services) to personal defense
(e.g., firearms, stun guns, TASER devices, pepper spray, tactical flashlights and personal alarms), to personal tracking and emergency
notification mobile applications.

The primary benefit of TASER devices is in less-than-lethal incapacitation. Other competitive factors include a device’s cost,
effectiveness, safety, case of use, and available training options.

Non-Axon trademarks are property of their respective owners.

Seasonality

Our business operations are influenced by municipal budget cycles. Additionally, new product introductions can significantly
impact the cadence of net sales, product costs and operating expenses. Municipal law enforcement budgets tend to feature a mix of
fiscal years that end in either June, September or December, while U.S. federal budget year end is in September. However, historical
seasonal patterns, municipal budgets or historical patterns of product introductions should not be considered reliable indicators of our
future net sales or financial performance.

Governmental Regulation

We are subject to a variety of laws and regulations in the United States and abroad that involve matters central to our business,
including laws and regulations related to: privacy and data protection, security, retention and deletion; rights of publicity; content;
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payment services. A number of federal and state legislative proposals in the United States could impose new obligations in areas
affecting our business. Foreign laws and regulations can impose different obligations or be more restrictive than those in the United

States.

These U.S. federal and state and foreign laws and regulations, which in some cases can be enforced by private parties in addition
to government entities, are constantly evolving and can be subject to significant change. As a result, the application, interpretation, and
enforcement of these laws and regulations are often uncertain and may be interpreted and applied inconsistently from country to
country and inconsistently with our current policies and practices. See “Item 1A. Risk Factors — Legal and Compliance Risks” for
additional details.

Radio Spectrum_and Unmanned Aerial and Ground-Based Robotic Devices

Certain of our products utilize radio spectrum to provide wireless voice, data and video communications services. The allocation
of spectrum is regulated in the United States and other countries and limited spectrum space is allocated to wireless services and
specifically to public safety users. We manufacture and market products in spectrum bands already made available by regulatory
bodies. If current products do not comply with the regulations set forth by these regulatory bodies, we may be unable to sell our
products or could incur penalties. Our results could be negatively affected by the rules and regulations adopted from time to time by the
U.S. Federal Communications Commission (“FCC”), Innovation, Science and Economic Development Canada, the European Union
Directorate-General for Environment or regulatory bodies in other countries. Regulatory changes in current spectrum bands may also
require modifications to some of our products so they can continue to be manufactured and marketed.

Axon body cameras, docks, Axon Fleet vehicle cameras and Axon Signal devices are subject to the FCC’s rules and regulations in
the United States, as well as rules and regulations as applicable outside of the United States. These regulations affect our CEDs with
Axon Signal technology, including the TASER 7 CED, Signal Performance Power Magazine (“SPPM”), the TASER 10 CED, and
future CEDs implementing wireless technology. Compliance with government regulations could increase our operations and product
costs and impact our future financial results.

Additionally, some of our products depend on drones or other unmanned aerial and ground-based systems that operate on the
radio spectrum. We have also recently started offering hardware sensors combined with software to detect, identify, track and mitigate
drones through our acquisition of Dedrone. The FCC, the Federal Aviation Administration and other agencies at the federal, state and
local levels (as well as in foreign jurisdictions) are beginning to address some of the numerous certification, regulatory and legal
challenges associated with drones, but a comprehensive set of standards and enforcement procedures has yet to be developed. Changes
to the regulation of drones or other unmanned aerial systems may impact our future financial results.

Axon and TASER CEDs

For our CED products, we rely on the opinions of the U.S. Bureau of Alcohol, Tobacco, Firearms and Explosives (“ATF”),
including the determination that a device that does not expel projectiles by the action of an explosive is not classified as a firearm.
Changes in laws, regulations, and interpretations outside of our control may result in our products being classified or reclassified as
firearms. If this were to occur, our private citizen demand could be substantially reduced because consumers would be required to
comply with federal, state or local firearm transfer requirements prior to purchasing our product. For additional details, see “Item 1A.
Risk Factors — Legal and Compliance Risks.”

Federal regulation_of sales in the United States: The majority of our currently offered CEDs are not classified as firearms
regulated by the ATF. However, the ATF regulates the TASER 10 CED as a firearm under the Gun Control Act of 1968 due to a
technological advancement specific to the propulsion design of the TASER 10 CED cartridges. In the event we make the TASER 10
CED available to our privale citizen and enterprise customers, demand could be substantially reduced as a result of this classification
because non-governmental end-users would be required to comply with federal, state or local firearm transfer requirements prior to
purchasing the TASER 10 CED. In addition, the implications of such classification on use-of-force standards and regulations could
impact our ability to sell the TASER 10 CED to law enforcement and government entities. Because Axon must maintain a federal
firearms license to manufacture and sell the TASER 10 CED, we are subject to periodic compliance inspections by the ATF. License
violations discovered by the ATF can result in fines, penalties, warning letters or license revocation, leading to disruptions in
operations. Further, we are required to administer, track and remit firearm and ammunition excise taxes as applicable.

Our CED products are also subject to testing, safety and other standards by organizations such as the American National
Standards Institute, the International Electrotechnical Commission, the National Institute of Standards and
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Technology and Underwriters Laboratories. These regulations also affect CEDs with Axon Signal technology, including SPPM
technology, and the TASER 7 and TASER 10 baitery packs.

Federal resulation_of international sales: Our CEDs are considered a “crime control” product by the U.S. Department of
Commerce (“DOC”) for export directly from the United States, which requires us to obtain an export license from the DOC for the
export of our CED devices from the United States to any country other than Canada. Future products and services may require
classifications from the DOC before they may be shipped internationally. Our inability to obtain DOC export licenses or classifications
on a timely basis for sales of our products and services to our international customers could significantly and adversely affect our
international sales. Although the TASER 10 CED is regulated by the ATF for domestic sales, the DOC has ruled that the product’s
unique propulsion design has no impact on its export classification and the export classification of the TASER 10 CED remains
consistent with all other TASER CED models.

Federal reculation of foreign_national employees: Our CED development and production is also considered controlled
“technology” by the DOC and is categorized as a “deemed export” for any foreign national employees exposed to the technology
within the United States. Consequently, we must obtain export licenses from the DOC for any deemed export within the United States
made to a foreign national employee exposed to the controlled technology. Deemed export licenses are subject to DOC approvals and
issued licenses require annual status reports for the stated employees. Inability to obtain proper licensing could curtail our ability to
execute R&D and production related to CED technology.

State and local regulation: Our CEDs are controlled, restricted or, less frequently, prohibited by some state and local
governments. Other jurisdictions may ban or restrict the sale of our TASER-branded devices, or restrict their use through changes to
use-of-force laws or regulations, and our product sales may be significantly affected by additional state, county and city governmental
regulation. The change in the TASER 10 CED's propulsion design may impact how the TASER 10 CED is regulated at the state and/or
local level depending on each state’s firearm laws.

International_regulation_of foreign imports_and_sales: Certain jurisdictions prohibit, restrict or require a permit for the
importation, sale, possession or use of our CEDs (and other select Axon products), including in some countries by law enforcement
agencies, impacting our international sales opportunities.

US. and international regulation of component movements globally: We rely on a global supply chain of components across our
product lines with most final assembly occurring in the United States. Export of these components is subject to shifting regulatory
landscapes imposed by both foreign and U.S. authorities. Abrupt changes to these regulations can result in delays or interruptions to
final product supplies. Additionally, ATF regulation of certain imports of the TASER 10 CED components may impact our supply chain

agility.

International regulation of foreign-based operations: We maintain foreign operations in several countries globally for purposes of
logistics, selling, general and administrative (“SG&A™) services, and R&D support. Depending on these activities, applicable
regulations may include business activity licensing and registration, import permits and recordkeeping, warehousing and storage
security and permitting, and government reporting. Any failure to comply with these requirements could impact our ability to sell,
support or develop our products and services both internationally and in the United States.

We offer products and services that some jurisdictions determine to be “prohibited” or “controlled” weapons under applicable
local arms brokering regulations. Consequently, jurisdictions with such regulations, particularly those that are signatories to the Arms
Trade Treaty, can require certain covered groups and our employees to receive weapons brokering licenses. Brokering license issuance
and approval is not always guaranteed and is subject to the applicable policy of the approving jurisdiction. Denial or limitations on
brokering activity can impact the ability of individual employees to proceed with weapons brokering activity in certain instances.

Federal Procurement Regulations

Our U.S. government business is subject to specific procurement regulations, such as the Federal Acquisition Regulation, and a
variety of socioeconomic and other requirements imposed by executive order and statute. These requirements, although customary in
U.S. government contracts, increase our performance and compliance costs. These costs might increase in the future, thereby reducing
our margins, which could have an adverse effect on our business, financial condition, results of operations and cash flows. In addition,
the U.S. government will likely continue to implement new requirements focused on initiatives to drive efficiencies, affordability and
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change the way U.S. government contracts are solicited, negotiated and managed, which may affect whether and how we pursue
opportunities to provide our products and services to the U.S. government, including the terms and conditions under which we do so,
which may have an adverse impact on our business, financial condition, results of operations, and cash flows.

Failure to comply with applicable regulations and requirements could lead to contractual, civil, criminal, and administrative
remedies such as termination, fines, penalties, repayments or compensatory or treble damages, or suspension or debarment from U.s.
government contracting or subcontracting for a period of time or indefinitely. Among the causes for suspension or debarment are
violations of various laws and regulations, including those related to procurement integrity, export control, U.S. government security,
employment practices, protection of the environment, accuracy of records, proper recording of costs and foreign corruption. The
termination of a U.S. government contract or relationship as a result of any of these violations would have an adverse impact on our
operations and could have an adverse effect on our standing and eligibility for future U.S. government contracts.

Privacy Regulations

We are subject to various U.S. and foreign laws and regulations associated with the collection, processing, storage and
transmission of personally identifiable information and other sensitive and confidential information. This data is wide ranging and
relates to our employees, customers and other third parties, including the subjects of law enforcement. Our compliance obligations
include those prescribed under laws and regulations that dictate whether, how and under what circumstances we can receive, control,
process, hold and/or transfer certain data that is critical to our operations, including data shared between countries or regions in which
we operate and data shared among our products and services. If one or more of the legal mechanisms for transferring data from other
countries to the United States is invalidated, if we are unable to transfer data between and among countries and regions in which we
operate, or if we are prohibited from sharing data among our products and services, it could affect the manner in which we provide our
products and services or adversely affect our financial results. Countries may also pass legislation implementing data protection
requirements or requiring local storage and processing of data or similar requirements that could increase the cost and complexity of
delivering our products and services and expose us to significant penalties for non-compliance. For example, the European Parliament
adopted the General Data Protection Regulation, effective May 2018, that extended the scope of European privacy laws to any entity
that controls or processes personal data of European Union residents in connection with the offer of goods or services or the monitoring
of behavior and imposes compliance obligations concerning the handling of personal data. Further, Vietnam's Personal Data Protection
Decree, which entered into force July 1, 2023, applies to organizations (wherever based) so long as they participate in personal data
processing in Vietnam. We are also subject to U.S. laws and regulations, including the California Privacy Rights Act, which provides
enhanced consumer protections for California residents, a private right of action for data breaches and statutory fines and damages for
data breaches or other California Consumer Privacy Act violations, as well as a requirement of “reasonable” cybersecurity, which could
subject us to additional compliance costs as well as potential fines, individual claims, class actions and commercial liabilities.

Any inability, or perceived inability, by us to adequately address privacy concerns, or comply with applicable laws, regulations,
policies, industry standards and guidance, contractual obligations or other legal obligations, even if unfounded, could result in
significant regulatory and third-party liability, increased costs, disruption of our business and operations, and a loss of confidence and
other reputational damage. Furthermore, as new privacy laws and regulations are implemented, the time and resources needed for us to
comply with such laws and regulations continues to increase and become a significant compliance workstream.

Environmental Regulations

We are subject to various U.S. federal, state, local and foreign laws and regulations governing the environment, including
restricting the presence of certain substances in our products and making us financially responsible for the collection, treatment,
recycling and disposal of such products. The European Union has published Directives on the restriction of certain hazardous
substances in electronic and electrical equipment (the “RoHS Directive”) and on electronic and electrical waste management (the
“WEEE Directive”). The RoHS Directive restricts the use of a number of substances, including lead. The WEEE Directive directs
members of the European Union to enact laws, regulations and administrative provisions to ensure that producers of electric and
electronic equipment are financially responsible for the collection, recycling, treatment and environmentally responsible disposal of
certain products sold into the European Union. In addition, similar environmental legislation has been enacted in other jurisdictions,
including the United States (under federal and state laws) and other countries.

In addition, the European Union has defined a regulation for the registration, evaluation, authorization and restriction of
chemicals that places responsibility on companies to manage the risks from chemicals contained in products and to
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provide safety information about such substances. Manufacturers and importers are required to gather information on the properties of
the chemical substances in their products and provide for their safe handling. As of January 5, 2021, companies supplying products in
the European Union containing substances of very high concern as identified by the European Union have to submit information on
these products to the European Chemicals Agency. The information in their database is then made available to waste operators and
consumers.

Other countries have adopted chemical restrictions regulations, including the United States, Canada and Australia. For example,
U.S. governmental authorities are increasingly focused on preventing environmental contamination from per-and polyfluoroatkyl
substances (“PFAS”), which may be contained in certain Axon products. Federal and state governments and agencies are in various
stages of considering and/or implementing laws and regulations requiring the reporting, restriction and/or phase-out of PFAS in
products.

In addition, further environmental or climate change disclosure legislation may be enacted in the jurisdictions in which we
operate, including the United States (under federal and state laws) and other countries, the cumulative impact of which could be
significant. For example, the European Union’s Corporate Sustainability Reporting Directive and the United Kingdom’s Streamlined
Energy and Carbon Reporting introduce additional due diligence and disclosure requirements addressing sustainability that apply or we
expect will apply, as applicable, to us over the coming years. Further, in September 2023, California passed the Climate Corporate Data
Accountability Act and the Climate-Related Financial Risk Act, requiring increased climate-related reporting. While currently stayed,
the SEC’s recently adopted climate-related reporting requirements, to the extent they become effective, will also require extensive
additional disclosure regarding sustainability.

These requirements will, and changes in environmental or climate change disclosure laws, regulations or rules could, lead to
increased costs of compliance, including remediations of any discovered issues and changes to our operations. Such changes could
include those related to our manufacturing practices and/or product designs, which may be significant and could negatively impact our
business, results of operations, financial condition and competitive position. Any failures to comply could result in governmental
action, including the imposition of fines, or demands or orders that we modify or cease existing business practices, which could
adversely affect our financial results.

Human Capital Resources

Our success depends on the continued service of our employees and on our ability to continue to attract, retain and motivate top
talent. To achieve this, we strive to foster a diverse and inclusive environment at Axon, offering equitable opportunities for growth and
development, supported by strong compensation and benefits and by programs that build connections between our employees and their
communities. Axon’s mission is central to our recruiting and retention efforts.

As of December 31, 2024, we had more than 4,100 full-time employees and more than 870 temporary employees (which include
contractors, interns and individual consultants). During 2024, the number of our full-time employees increased by approximately 770
or 23%, primarily in our R&D, operations and sales organizations. Employee growth was further driven by our acquisitions that were
completed in the year.

We are committed to providing a comprehensive and competitive total rewards package to attract, motivate, and retain top talent.
We review our programs annually to ensure they align with market practices in the industries and countries where we operate. Our
global benefits include broad-based stock grants and performance-based bonuses, comprehensive healthcare and retirement benefits,
paid parental and family leave, commuter benefits, unlimited paid time off for U.S. exempt employees, and flexible leave options for
non-exempt and international employees. Additionally, we provide free access to virtual coaching and therapy through Modern Health,
as well as support programs for employees navigating significant life events.

We prioritize career advancement and internal mobility by encouraging employees to explore traditional career paths or pursue
cross-functional opportunities that often result in promotions. Employees are supported through structured mentorship and rotational
programs, as well as access to self-directed virtual training platforms, role-specific on-the-job learning opportunities, and leadership
and technical skill-building workshops. Our focus on development, combined with competitive benefits, enabled us to close the year
with a regrettable attrition rate? of less than 1%, well below our annual goal of 1.5%. Employees reported a higher than 89%
satisfaction score for feeling proud to work at Axon during our 2024 employee engagement survey and an 86% satisfaction score on
recommending Axon as a great place to work.
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We are committed to maintaining a workplace where all employees feel respected and valued. We hire, evaluate, and promote
employees based on merit, skills, and performance, with zero tolerance for harassment, retaliation, violence, or discrimination based on
race, color, religion, national origin, gender, sexual orientation, gender identity, gender expression, age, disability, or veteran status. To
reinforce this commitment, all employees complete anti-harassment training during onboarding and repeat it annually. Leadership
training is provided throughout the year to ensure managers are equipped to address and resolve employee concerns effectively.

Health and Safety

The health and safety of our employees is of utmost importance to us. We conduct regular self-assessments and audits to ensure
compliance with our health and safety guidelines and regulatory requirements. Our ultimate goal is to achieve a level of work-related
injuries as close to zero as possible through continuous investment in our safety programs. We provide protective gear (¢.g., €ye
protection, masks and gloves) as required by applicable standards and as appropriate given employee job duties.

Corporate Information

We were incorporated in Arizona in September 1993 as ICER Corporation. We changed our name to AIR TASER, Inc. in
December 1993 and to TASER International, Incorporated in April 1998. In January 2001, we reincorporated in Delaware as TASER
International, Inc. and, in April 2017, changed our name to Axon Enterprise, Inc.

Available Information

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements and
amendments to those reports filed with or furnished to the SEC are available free of charge on our website at http://investor.axon.com
as soon as reasonably practicable after we electronically file with or furnish to the SEC such material. We routinely post information
that may be important to investors on our website at http://investor.axon.com, and we use this website address as a means of disclosing
material information to the public in a broad, non-exclusionary manner for purposes of the SEC’s Regulation Fair Disclosure (Reg
FD).The information on our website, including information about our trademarks, is not incorporated by reference into or otherwise a
part of this Annual Report on Form 10-K. The SEC maintains a website that contains reports, proxy statements and other information
regarding issuers that file electronically with the SEC at http://www.sec.gov.

Ttem 1A. Risk Factors

Risk Factor Summary

The following is only a summary of the principal risks that may materially adversely affect our business, financial condition,
results of operations and cash flows. The following should be read in conjunction with the more complete discussion of the risks we
face, which are set forth more fully below.

Strategic Risks

«  We substantially depend on acceptance of our products and services by law enforcement agencies throughout the world. If law
enforcement agencies do not continue to purchase and use our products and services, our business prospects, operating results
and financial condition will be materially adversely affected.

«  We substantially depend on sales of our CEDs, and if these products do not continue to be widely accepted, our business
prospects, operating results and financial condition will be diminished.

« If we are unable to design, introduce, sell and deploy new products or new product features successfully, our business and
financial results could be adversely affected.

«  We face risks associated with rapid technological change and new competing products.

«  Our future success depends on our ability to expand sales through direct sales and distributors and our inability to increase
direct sales or recruit new distributors would negatively affect our sales.

«  Negative publicity could adversely impact sales, which could cause our revenues or operating results to decline.

+  Acquisitions of, or investments in, other products, technologies or businesses could disrupt our business, dilute shareholder
value, and adversely affect our operating results.
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«  We may not successfully manage our growth or plan for future growth.

«  We depend on the services of our executive officers, including Patrick W. Smith, our Chief Executive Officer. Our failure to
retain executive officers could adversely impact our business.

Operational Risks
+  Unavailability of materials or higher costs could adversely affect our financial results.

«  Material adverse developments in domestic and global economic conditions, or the occurrence of other sufficiently disruptive
world events, could materially adversely affect our revenue and results of operations.

« If demand for our products increases, our future success will depend on our ability to manage our growth and to increase
manufacturing production capacity.

+  Delays in product development schedules could adversely affect our revenues and cash flows.
«  We expend significant resources in anticipation of a sale due to our lengthy sales cycle and may receive no revenue in return.

« If our security measures or those of our third-party providers, including cloud storage providers, are breached, resulting in
unauthorized access to our and our customers’ data, it could undermine the confidence in our network, data centers and
services, leading to reduced customer use of our products and services and significant legal and financial exposure and
liabilities.

+  Catastrophic events could materially adversely affect our business prospects, operating results and financial condition.

«  Uncertainty in the development, deployment, and use of Al in our products and services, as well as our business more broadly,
could adversely affect our business and reputation.

«  Defects or disruptions in our services could impact demand for our services and subject us to substantial liability.

«  Defects in our products could reduce demand for our products or result in product recalls and result in a loss of sales, delay in
market acceptance and damage to our reputation.

o Our international operations expose us to additional risks that could harm our business prospects, operating results and
financial condition.

«  We depend on our ability to attract and retain our key management, sales and technical personnel.

+  Failure to comply with federal, state, or local regulations applicable to our firearm product, the TASER 10 CED, could result
in governmental actions or litigation, potentially harming our business prospects, operating results, and financial condition.

«  Failure to maintain effective internal control over financial reporting may adversely affect our ability to report our financial
condition and operating results in a timely and accurate manner, which may cause investor confidence to diminish and the
value of our common stock to decline.

«  OQur revision of previously issued consolidated financial statements may adversely affect investor confidence and could result
in regulatory actions and stockholder litigation.

Financial Risks

«  An increasing percentage of our revenue is derived from subscription billing arrangements that may result in delayed cash
collections and may increase customer credit risk on receivables and contract assets.

«  Our gross margin depends on a number of factors, including our product mix, cost structure and acquisitions we may make,
any of which could cause our gross margin to fluctuate.

«  Revenue for our Saa$ products is recognized over multi-year contract terms, which may delay the reflection of new business
in our operating results.

«  Most of our end-user customers are subject to budgetary and political constraints, which may delay or prevent sales, result in
cancellations, or lead to the non-renewal of contracts.

«  The open bidding process introduces uncertainty in securing future contract awards,

e We hold the majority of our cash balances, some of which are not insured, at two depository institutions.

https://www.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 25/206



2/9/26, 11:44 AM axon-20241231

14

https://www.sec.gov/Archives/edgarldata/ 1069183/000106918325000019/axon-20241231.htm 26/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

. Stock transactions may have a material, unpredictable impact on our operating results and may result in dilution to existing
shareholders.

«  OQur financial performance is subject to risks associated with changes in the value of the U.S. dollar versus local currencies.

«  Unanticipated changes in our effective tax rate and additional tax liabilities could adversely affect our operating results and
financial condition.

«  Our revenue and operating results may fluctuate unexpectedly from quarter-to-quarter, which could impact our stock price.

«  Our profitability could suffer from declines in fair value or impairment of our investments, including our strategic
investments, and could fluctuate if the fair values of our investments increase.

Legal and Compliance Risks

»  We may face personal injury, wrongful death, product liability and other liability claims that harm our reputation and
adversely affect our business prospects, operating results and financial condition.

«  Other litigation, government inquiries and regulatory actions may result in significant costs and judgments and divert
management attention from our business.

»  We have in the past and may in the future be subject to intellectual property infringement and other claims, which could incur
substantial litigation costs, result in significant damages awards, inhibit our use of certain technologies, and divert
management attention from our business.

«  If we are unable to protect our intellectual property, the value of our brands and products may decrease and we may lose our
competitive market advantage.

+  We may be unable to enforce patent rights internationally, which may limit our ability to prevent our product features from
being used by competitors in some foreign jurisdictions.

«  The use of open-source software in our products, services and technologies may expose us to additional risks and harm our
intellectual property rights.

«  Avariety of new and existing laws and/or interpretations could materially and adversely affect our business.

+  We are subject to evolving corporate governance and public disclosure regulations and expectations, including with respect to
environmental, social and governance (“ESG”) matters, that could expose us to numerous risks.

«  Our amended and restated bylaws include exclusive forum provisions that could increase costs to bring a claim, discourage
claims or limit the ability of our shareholders to bring a claim in a judicial forum viewed by shareholders as more favorable
for disputes.

Risks Related to our Convertible Notes
+  Fulfilling our debt obligations requires significant cash resources, which may exceed our available cash flow.

«  The conditional conversion feature of the Notes, if triggered, may adversely affect our financial condition and operating
results.

«  Conversion of the Notes may dilute the shareholder ownership and could depress the price of our common stock.
«  Changes in the accounting treatment for the Notes may have a material effect on our reported financial results.

. The 2027 Note Hedge and Warrant transactions may impact the value of the Notes and our common stock.

«  We are exposed to counterparty risk with respect to the 2027 note hedge transactions.

Our past financial performance may not be a reliable indicator of our future performance and historical trends should not be used
to anticipate our results or trends in future periods because of the following factors and other variables affecting our operating results.
You should carefully consider the trends, risks and uncertainties described below and other information in this Annual Report on Form
10-K and subsequent reports filed with or furnished to the SEC before making any investment decision with respect to our securities. If
any of the following trends, risks or uncertainties actually occurs or continues, our business prospects, financial condition, results of
operations or cash flows could be materially adversely affected, the trading prices of our securities could decline, and you could lose all
or part of your investment. All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in
their entirety by this cautionary statement.

https://www.sec.gov/Archives/edgar/data/ 1069183/000106918325000019/axon-20241231.htm 27/206



2/9/26, 11:44 AM axon-20241231

htips://www.sec.gov/Archives/edgar/data/1 069183/000106918325000019/axon-20241231.htm 28/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

Strategic Risks

We substantially depend on acceptance of our products and services by law enforcement agencies throughout the world. If law
enforcement agencies do not continue to purchase and use our products and services, our business prospects, operating results
and financial condition will be materially adversely affected.

Our largest customer vertical is U.S. federal, state and local law enforcement. Axon has a customer relationship with a substantial
number of federal, state and local law enforcement agencies in the United States. At any point, whether or not related to the
performance of our products and services, law enforcement agencies may elect to no longer purchase or use our CEDs or other
products and services. For example, we believe that in the past our sales were adversely impacted by negative coverage and publicity
surrounding our products and services and their use and this could occur in the future, including as a result of factors beyond our
control. If law enforcement agencies no longer purchase our products and services, or materially decrease their purchases, our business
prospects, operating results and financial condition will be materially adversely affected.

We substantially depend on sales of our CEDs, and if these products do not continue to be widely accepted, our business
prospects, operating results, and financial condition could be diminished.

For the years ended December 31, 2024, 2023 and 2022, we derived a significant portion of our revenues from sales of CEDs and
related products and services, whether sold individually or as part of a subscription plan offering. We anticipate that these products will
continue to account for a significant portion of our revenue for the foreseeable future. The acceptance of these devices is critical to our
business prospects, operating results and financial condition. If we cannot continue to meet customer demands or achieve more
widespread market acceptance of these products, our business prospects, operating results, and financial condition will be materially
adversely affected.

Demand for CED products is affected by several factors, many of which are beyond our control, including continued market
acceptance of our products by our customers, technological change, and growth or contraction of the economy in general. Additionally,
our CEDs and other offerings or products could fail to maintain or attain sufficient customer acceptance for many reasons, including:

«  our failure to predict market demand accurately, whether as a result of a failure to anticipate demand for product features or
functionality or to supply offerings that meet this demand;

» real or perceived defects, errors or failures;

. negative publicity about product performance or effectiveness;

+ delays in releasing to the market our improved offerings or enhancements, or defects, errors or failures while releasing such
offerings or enhancements;

« real or perceived failure to offer complementary products that enhance the functionality of our offerings;
«  introduction or anticipated introduction of competing products; and
«  budget constraints or other limitations for our customers.
A decrease in the selling prices of or demand for these products, or their failure to maintain broad market acceptance, would

significantly harm our competitive position, business prospects, operating results and financial condition.

If we are unable to design, introduce, sell and deploy new products or new product features successfully, our business and
financial results could be adversely affected.

Our future success will likely depend on our ability to develop new products or product features that achieve market acceptance
in a timely and cost-effective manner and in a way that is responsive to customer demand. The development of new products and
product features is complex, time-consuming and expensive, and we may experience delays or incur significant additional costs in
completing the development and introduction of new products. We may choose to carry higher levels of inventory to mitigate the risk
of production delays, which may expose us to an increased risk of obsolescence.

We have devoted, and continue to devote, significant resources to develop and deploy SaaS solutions to a large number of
customers. If there is a substantial increase of new customers in a small window, we may have difficulty deploying these solutions in a
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IT infrastructure, expand our IT infrastructure or replace our IT infrastructure entirely. Scaling and adapting our IT infrastructure is
likely to be complex and require additional technical expertise. If we are required to make any changes to our IT infrastructure, we may
incur substantial costs and experience delays or interruptions in our solutions. These delays or interruptions may cause customers to
become dissatisfied with our solutions and move to competing providers. Our failure to accommodate increased traffic, increased costs,
inefficiencies or failures to adapt to new technologies or customer requirements and the associated adjustments to our IT infrastructure
could harm our business prospects, operating results and financial condition.

Additionally, customers’ requirements for these products are complex and varied. If we cannot develop scalable solutions that can
be consistently configured for customers with minimal effort or grow and maintain a professional services team that can consistently
configure our products to meet the requirements of large numbers of customers in a timely and cost-effective manner, our ability to
broadly scale Saa$S solutions could be negatively impacted, and our business prospects, operating results and financial condition could
be negatively impacted.

We cannot provide any assurance that products that we may develop in the future will achieve market acceptance. If we fail to
develop new products or new product features on a timely basis that achieve market acceptance, our business, financial results and
competitive position could be adversely affected.

We face risks associated with rapid technological change and new competing products.

The technology associated with law enforcement devices and software receives significant attention and is rapidly evolving. The
introduction of products embodying new technologies and the emergence of new industry standards can render existing products
obsolete and unmarketable. In particular, Al and machine learning technologies are rapidly developing and as these technologies are
incorporated into our products and the operations of our customers, the pace of change has in the past and may in the future continue to
accelerate. Additionally, we expect our products to meet and keep pace with evolving security standards and requirements of our
industry and customers, including those of the U.S. federal government and international governments. While we have some patent
protection in certain key areas of our Axon devices, CEDs and Saa$ technology, new technology may result in competing products that
operate outside our patents and could present significant competition for our products, which could adversely affect our business,
financial results and competitive position. Additionally, our competitors may develop competing technologies or products with superior
features or lower costs, respond quicker to emerging technologies, conduct more extensive marketing campaigns, have greater
financial, marketing, manufacturing and other resources, and may be more successful in attracting potential customers, employees and
strategic partners. If we cannot compete effectively, our business and financial results could be adversely affected.

Our future success depends on our ability to expand sales through direct sales and distributors and our inability to increase
direct sales or recruit new distributors would negatively affect our sales.

Our distribution strategy is to pursue sales through multiple channels primarily through direct sales and independent distributors.
We focus on direct sales to larger agencies and our inability to grow sales to these agencies in this manner would materially adversely
affect our business prospects, operating results, and financial condition. In addition, our inability to establish relationships with and
retain distributors who we believe can successfully sell our products would materially adversely affect our business prospects,
operating results, and financial condition. If we do not competitively price our products, meet the requirements of our distributors or
end-users, provide adequate marketing support, or comply with the terms of our distribution arrangements, our distributors may fail to
aggressively market our products or may terminate their relationships with us. These developments would likely have a material
adverse effect on our sales. Our reliance on the sales of our products by others also makes it more difficult to predict our revenue, cash
flow, and operating results.

In certain states and foreign jurisdictions, we have chosen to sell directly with law enforcement customers rather than through
established distribution channels. However, some of our customers may have strong working relationships with distributors, and we
may face resistance to this change. Failure to overcome this resistance and successfully establish direct relationships with our
customers could negatively impact sales, or our competitors may be better positioned by continuing to sell through distributors, which
could adversely affect our business prospects, operating results and financial condition.

Negative publicity could adversely impact sales, which could cause our revenues or operating results to decline.
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Our business depends on the reputation of the Axon brand. If we are unable to maintain the position of the Axon brand, our
business may be adversely affected by diminishing the appeal of the brand to our customer base. This could result in lower sales and
earnings.

Our reputation and our brands have in the past been, and could in the future be, damaged by negative publicity, whether or not
merited or as a result of actions that are within our control. Negative publicity could relate to our company, our brands, our products,
our supply chain, our packaging, our employees or any other aspect of our business. We could experience negative publicity (which
may be raised by consumer advocacy groups, third-party interest groups, investors, employees or other stakeholders) for a variety of
reasons, including as a result of product safety issues, threatened or pending legal or regulatory proceedings, product claims,
advertising and promotional practices, sustainability or policy issues, materials sourcing or cybersecurity incidents. Negative publicity
that damages one of our brands could be compounded by having an adverse effect on our other brands or our company as a whole.

In addition, unfavorable media or investor and analyst reports related to our industry, company, brand, marketing, personnel,
operations, business performance, or prospects may affect our common stock price and the performance of our business, even if the
publicity is not directly related to our company or our brands and even if the publicity is not accurate. Furthermore, the speed at which
negative publicity is disseminated has dramatically increased through use of electronic communication, including social media outlets,
websites and other digital platforms. Alternatively, our employees may knowingly or inadvertently use digital or social media platforms
in ways that may not be aligned with out digital or social media strategy and could damage our reputation or our brands. Our success in
maintaining and enhancing our brand depends on our ability to adapt to rapidly changing media environments. Adverse publicity or
negative commentary from any media outlet could damage our reputation, require us to expend substantial resources to remedy the
damage or reduce the demand for our products and services, which would all adversely affect our business and financial results.

Acquisitions of, or investments in, other products, technologies or businesses could disrupt our business, dilute shareholder
value, and adversely affect our operating results.

Our business strategy has included, and may continue to include, acquiring or investing in other complementary products,
technologies, or businesses. Identifying and negotiating these transactions can be time-consuming, difficult, and expensive.
Additionally, our ability to close these transactions has previously, and may in the future, depend on obtaining third-party approvals,
such as government regulatory approvals and clearances, which are beyond our control. Consequently, we can make no assurance that
these transactions once undertaken and announced, will close.

Acquisitions or investments may present unforeseen operating difficulties and expenses. If we acquire businesses, technologies or
products, we may encounter difficulties in successfully integrating the acquired personnel, operations, systems, technologies, or
products successfully, or effectively managing the combined business. Anticipated benefits of such transactions may not materialize
due to factors such as:

«  inability to integrate or profitably benefit from acquired products, technologies or businesses;
« failure to obtain regulatory approvals, clearances or certifications;

exposure to new regulations related to the acquired products, technologies, or business that are unexpectedly burdensome,
negatively impact existing products, technologies or business, or require significant investment in order to achieve
compliance;

 unanticipated costs, liabilities, or risks related to the transaction, such as those arising from litigation, government inquiries,
regulatory actions;

«  identified or unknown security vulnerabilities in acquired technologies that expose us to additional security risks or delay
integration;

o cultural misalignment with the acquired company, as well as disruptions to our workplace environment or investor perception;
+  unionization or labor organization efforts leading to work stoppages, strikes, or disruptions in business operations;

«  incurrence of costs related to the transaction and integration;

+ difficulty integrating the accounting and information systems, operations and personnel of the acquired business;

« inability to enhance the acquired technologies and platforms to meet the quality, performance, and brand standards expected
by our customers;
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. difficulties and additional expenses associated with supporting legacy products and hosting infrastructure of the acquired
business;

«  challenges aligning the acquired company’s revenue recognition policies and forecasting methods;

«  write-offs of acquired assets or investments, credit risks, or other financial impacts associated with acquired customers;
»  challenges transitioning acquired customers to our systems, proccsses, and contractual terms;

«  diversion of management’s attention;

«  harm to existing business relationships with business partners and customers;

« loss of key employees;

. diversion of critical resources, including substantial portions of available cash, away from other parts of our business;

. shareholdér dilution resulting from the issuance of new equity to finance the transaction;

«  incurrence of debt on unfavorable terms, repayment difficulties, or significant financial liabilities arising out of the acquisition
or investment; and

»  exposure to adverse tax consequences, substantial asset depreciation, or deferred compensation expenses.

We cannot assure you that the anticipated benefits of any acquisition or investment will be realized, that projected synergies will
materialize, or that we will not be exposed to unknown liabilities or risks. Integrating an acquired technology, asset, or business into
our operations can be challenging, complex, and costly, and we cannot assure you that we will be successful or that the anticipated
benefits of the acquisitions or investments that we complete will outweigh their costs. If our integration and development efforts are
unsuccessful and the anticipated benefits of the acquisitions we complete are not achieved, our business prospects, operating results and
financial condition could be adversely affected.

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

We may not successfully manage our growth or plan for future growth.

Since our founding in 1993, we have experienced rapid growth. The growth and expansion of our business places a continuous
and significant strain on our management, operational, and financial resources. Further growth of our operations to support our
customer base, our expanding third-party relationships, our information technology systems, and our internal controls and procedures
may not be adequate to support our operations. Managing our growth will also require significant expenditures and allocation of
valuable management resources, including the challenges of integrating, developing, and motivating a growing employee base in
various countries around the world.

In addition, our rapid growth may make it difficult to evaluate our future prospects. Our ability to forecast our future results of
operations is subject to a number of uncertainties, including our ability to effectively plan for and model future growth. We have
encountered in the past, and may encounter in the future, risks and uncertainties frequently experienced by growing companies in
rapidly changing industries. If we fail to achieve the necessary level of efficiency in our organization as it grows, or if we arc not able
to accurately forecast future growth, our business would be harmed.

We depend on the services of our executive officers, including Patrick W. Smith, our Chief Executive Officer. Our failure to
retain executive officers could adversely impact our business.

Our future success depends upon our ability to retain executive officers, including Patrick W. Smith, and any failure to do so
could adversely impact our new product development, business prospects, operating results and financial condition.

Among other qualifications, Patrick W. Smith is the founder of Axon and brings extensive executive leadership experience in the
technology industry, including the management of worldwide operations, sales, service and support as well as technology innovation as
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the public safety operating system of the future by integrating a suite of hardware devices and cloud-based software solutions that lead
to modern policing and help save lives. From the early days of founding the organization to today as a market leader, Mr. Smith’s
expertise has brought forth entirely new product categories, including the less-than-lethal TASER de-escalation platform, body cameras
and cloud software that modernize public safety.

The loss of any of our senior management, including Patrick W. Smith, could interrupt our ability to execute our business plan, as
such individuals may be difficult to replace.

Operational Risks
Unavailability of materials or higher costs could adversely affect our financial results.

We depend on domestic and international suppliers for the delivery of components used in the assembly of our products. Our
reliance on third-party suppliers creates risks related to our potential inability to obtain an adequate supply of components or sub-
assemblies and reduced control over pricing and timing of delivery of components and sub-assemblies, including single or sole-source
components used in the manufacture of our products. Specifically, we depend on suppliers of sub-assemblies, machined parts, injection
molded plastic parts, printed circuit boards, semiconductors, custom wire fabrications and other miscellaneous custom and off-the-shelf
parts for our products. Although we may implement long-term agreements with strategic suppliers to mitigate the risk of supply
continuity, disruptions remain possible. Additionally, if our suppliers do not allocate sufficient production, they may decommit from
agreed supply levels, or inaccurately forecast demand, we may face reduced access to components and need to secure new suppliers. As
the scale of our hardware production increases, we need to accurately forecast, purchase, warehouse and transport components at high
volumes to our manufacturing facilities. If we are unable to accurately match the timing and quantities of component purchases to our
actual needs, we may incur costs related to unexpected production disruption, storage, transportation, expedite, and write-offs, which
may harm our business prospects and financial condition.

The TASER 10 CED presents additional supply chain challenges due to its unique design and regulatory requirements, including,
for example, the regulation of imports and exports of certain TASER 10 CED components. We also purchase raw materials for TASER
10 CEDs from a limited number of suppliers, some of which may be subject to market price fluctuations that we may be unable to pass
through to our customers. Because of the unique requirements of TASER 10 CEDs, we cannot change suppliers casily. Any delay or
interruption in the supply of the raw materials that are used in TASER 10 CEDs could impair our ability to manufacture and deliver
TASER 10 CEDs, harm our reputation, or cause a reduction in revenues.

A significant number of our raw materials or components comprise petroleum-based products or incur some form of landed cost
associated with transporting the raw materials or components. Our freight and import costs and the timely delivery of our products
could be adversely affected by the materialization or re-emergence of a number of factors that could reduce the profitability of our
operations, including, for example: higher fuel costs (including increased petroleum prices as a result of, among other things, climate
change-related regulations); supply chain shortages; potential port closures or shipping disruptions; customs clearance issues; increased
government regulation or regulatory changes for imports of foreign products into the United States and exports from foreign sources;
and delays created by war, terrorist attacks or threats, public health issues, national disasters or work stoppages. We are also subject to
supply chain disruption if any of our suppliers violate legislation that bans the import of goods based on their method of production,
such as using forced labor or sanctioned raw material suppliers. This may also result in negative publicity regarding our production
methods, and alleged unethical or illegal practices of any of our suppliers could adversely affect our reputation. Any interruption of
supply for any material components of our products could significantly delay the shipment of our products and have a material adverse
effect on our revenues, profitability and financial condition. For example, there have been and may continue to be disruptions in the
semi-conductor supply chain that could negatively impact our ability to make our products.

If significant tariffs or other restrictions continue to be placed on foreign imports by the United States, our sales and results of
operations may be harmed. For example, ongoing trade tensions between the United States and China have led to a series of significant
tariffs on the importation of certain product categories into the United States over recent years. In retaliation for these tarrifs, China has
recently placed restrictions on the export of certain raw materials, including gallium and germanium. Further, President Trump has
proposed significantly increased tariffs on foreign imports into the United States, particularly from China, Mexico and Canada. Such
tariffs could have a significant impact on our business, particularly the importation of products used in our business that are
manufactured outside the United States, or could result in our products exported from the United States being subject to retaliatory
tariffs imposed by other countries. We

https://www.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 37/206



2/9/26, 11:44 AM axon-20241231

20

hitps://www.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 38/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

also source certain raw materials from foreign countries, as do some of our suppliers. The implementation of tariffs and trade
restrictions as well as changes in trade policies between the United States and such foreign countries could lead to increases in our
supply costs and make it more difficult to obtain suppliers and may have an adverse effect on our supply chain from a cost and sourcing
perspective. If we attempt to renegotiate prices with suppliers or diversify our supply chain in response to tariffs, such efforts may not
yield immediate results or may be ineffective. We might also consider increasing prices to the end consumer; however, this could
reduce the competitiveness of our products and adversely affect net sales. If we fail to manage these dynamics successfully, gross
margins and profitability could be adversely affected. Increased tariffs or trade restrictions implemented by the United States could
have a material adverse effect on our business prospects, operating results and financial condition.

Material adverse developments in domestic and global economic conditions, or the occurrence of other sufficiently disruptive
world events, could materially adversely affect our revenue and results of operations.

Global economic uncertainty continues to pose risks to our business, driven by factors such as ongoing conflicts in Gaza and
Ukraine, the volatility of interest rates, high inflation, changes in U.S. immigration policy, an actual recession or fears of a recession,
trade policies and tariffs, and geopolitical tensions. Our inability to offset price inflation in our materials, components, shipping or labor
through increased prices to customers with long-term fixed-price contracts and formula-based or long-term fixed-price contracts with
suppliers could adversely affect our business prospects, operating results and financial condition. Global supply chain and labor market
challenges could also negatively affect our and our suppliers’ performance. Interest rate increases have also created financial market
volatility and could further negatively impact financial markets, lead to an economic downturn or recession, or have an adverse effect
on our financial results. Economic slowdowns can also negatively impact municipal and state tax collections and put pressure on law
enforcement budgets, which may increase the risk that our customers will be unable to appropriate funds for existing or future contracts
with us. In addition, geopolitical risks could affect our customers’ budgets and policies. These and other factors may adversely affect
customer demand and ability to pay, cause decrease in sales, and negatively impact the realizability of our accounts and notes
receivable and contract assets.

If demand for our products increases, our future success will depend on our ability to manage our growth and to increase
manufacturing production capacity.

A significant increase in demand for our products may require us to expand our production capacity while maintaining product
quality. Our primary strategies to meet this challenge include introducing additional shifts, increasing the physical size of our assembly
facilities, hiring additional production staff, and implementing additional customized manufacturing automation equipment. As we
develop additional products, we may need to bring new equipment online, implement new systems, technology, methods and processes,
and hire personnel with different qualifications. The costs associated with implementing new manufacturing technologies, methods and
processes, including the purchase of new equipment, and any resulting delays, inefficiencies or loss of sales, could harm our financial
results. The investments we make in equipment, technologies or personnel may not yield the anticipated labor and material efficiencies,
and we may experience difficulty in attracting, integrating and retaining qualified personnel. Our inability to meet any future increase
in sales demand or effectively manage our expansion could have a material adverse effect on our revenues, operating results and
financial condition.

Delays in product development schedules may adversely affect our revenues and cash flows.

The development of CEDs, devices, sensors, and software is complex and time-consuming. Achieving market acceptance requires
accurately anticipating customer needs and delivering products that adapt to evolving demands in a timely and cost-effective manner.
Customers may require product features and capabilities that our current products do not have. If we fail to develop products that
satisfy customer requirements, our ability to create or increase demand for our products could be adversely affected.

Without the timely and cost-effective introduction of new products, services, and enhancements, our offerings will likely become
less competitive over time, in which case our competitive position and operating results could suffer. New products and services, and
enhancements to existing products and services, can require long development and testing periods and significant investment, including
substantial R&D, development of different engineering and manufacturing workflows, and adjustments to our data and analytics
infrastructure. Our focus on our Saa$ platform also presents complex development issues. Significant delays in new product or service
releases or problems in creating new products or services could adversely affect our business, growth prospects, operating results, cash

flows, and competitive position.
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We expend significant resources in anticipation of a sale due to our lengthy sales cycle and may receive no revenue in return.

Before commiting to purchase our products, our end-user customers typically consider a wide range of issues such as product
benefits, training costs, the cost to use our products in addition to or in place of other products, budget constraints and product
reliability, safety and efficacy. Because we sell to various types of non-government and government entities of multiple sizes, including
national agencies, state agencies, county agencies and municipal agencies, which can require varying levels of approvals followed by
appropriations, the length of our sales cycle may range from a few weeks to as long as several years. Adverse publicity surrounding our
products or the safety of such products has in the past, and could in the future, lengthen our sales cycle with customers. We believe that
in the past our sales were adversely impacted by negative coverage and publicity surrounding our products or the use of our products.
We may incur substantial selling costs and expend significant effort in connection with the evaluation of our products by potential
customers before they place an order. If these potential customers do not purchase our products, we will have expended significant

resources and received no revenue in return.

If our security measures or those of our third-party providers, including cloud storage providers, are breached, resulting in
unauthorized access to our or our customers’ data, it could undermine confidence in our network, data centers, and services
Jeading to reduced customer use of our products and services and significant legal and financial exposure and liabilities.

Security breaches of our products and services could result in the unauthorized release, gathering, monitoring, misuse, loss or
destruction of our customers’ data. Additionally, breaches of our network or data security measures or those of our third-party providers
—including cloud storage providers, suppliers and vendors—could disrupt the security of our internal systems and business
applications, impair our ability to provide products and services to our customers and protect the privacy of their data, result in product
development delays, result in theft or misuse of our intellectual property or other assets, require us to allocate more resources to
improve technologies, or otherwise materially adversely affect our business. Supply chain vulnerabilities, such as compromised third-
party software, hardware, or components, could further expose our systems to cyber risks which could materially adversely affect our
business.

Because the techniques used to obtain unauthorized access, or to sabotage systems, change frequently, grow more complex over
time, and generally are not recognized until launched against a target, we may be unable to anticipate these techniques or to implement
adequate preventative measures. The delayed detection of sophisticated threats could allow attackers to remain undetected within our
systems for extended periods, increasing the potential damage to our operations, intellectual property, and customer data. Moreover, our
security measures and those of our third-party service providers or customers have not in the past and may not in the future
immediately detect such security breaches if they occur. Although we have developed systems and processes that are designed to
protect our data and user data, to prevent or detect data loss and security breaches, we have been in the past and are likely to remain a
frequent target of third-party cybersecurity intrusion attempts and we cannot assure that such measures will provide absolute security.
We have in the past and may in the future incur significant costs in protecting against or remediating cyber-attacks.

We also face increasing and evolving disclosure obligations related to cyber and other security events. Despite rigorous processes,
we risk failing to meet all our existing or future disclosure obligations or having our disclosures misinterpreted. National security or
public safety considerations may also affect, or in limited instances prevent, our public disclosure of a cybersecurity incident in certain
circumstances.

We devote significant resources to engineer secure products and ensure security vulnerabilities are mitigated, and we require our
third-party service providers to do so as well. Remote-work arrangements may increase our exposure to cyberattacks due to
vulnerabilities in unsecured devices, networks, and employee environments. Breaches could occur during transfer of data-to-data
centers or at any time, and result in unauthorized physical or electronic access to our or our customers’ data. Third parties may attempt
to fraudulently induce employees or customers into disclosing sensitive information such as usernames, passwords or other information
to gain access to our data or our customers’ data. Additionally, hackers may develop and deploy viruses, worms and other malicious
software programs that attack or gain access to our networks and data centers. Recent developments in the threat landscape include use
of Al and machine learning by attackers to automate, enhance, and evade detection during cyberattacks, along with an increased
number of cyber extortion and ransomware incidents. These attacks can feature higher financial ransom demands and demonstrate
increasing sophistication, including novel ransomware techniques, diverse methodologies, and advance capabilities such as adaptive
malware and deepfake-enabled phishing schemes. Increasing socioeconomic and political instability in some
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countries has heightened these risks. In addition, retaliatory acts by foreign governments in response to Western sanctions could include
cyber-attacks that could directly or indirectly impact our operations.

A security breach could expose us to a risk of loss or inappropriate use of proprietary and sensitive data, or the denial of access to
this data. A real or perceived security breach could also result in a loss of confidence in the security of our products and services,
damage our reputation, disrupt our business, subject us to third-party lawsuits, regulatory fines or investigations or otherwise subject us
to legal liability, negatively impact our future sales and significantly harm our business prospects, operating results and financial
condition. Even the perception of inadequate security may damage our reputation and negatively affect our ability to win new

customers or retain existing customers.

Catastrophic events could materially adversely affect our business prospects, operating results, and financial condition.

A disruption or failure of our systems or operations in the event of a major earthquake, weather event, fire, water shortage,
explosion, failure to contain hazardous materials, industrial accident, utility failure, cyber-attack, terrorist attack, public health crisis,
pandemic, or other catastrophic event could cause delays in completing sales, providing products and services, or performing other
mission-critical functions. A catastrophic event that results in the destruction or disruption of any of our critical operations, or of the
capacity, reliability or security of our information technology systems, could harm our ability to conduct normal business activities and
our operating results, as well as expose us t0 claims, litigation and governmental investigations and fines. Such events may also
jeopardize employee safety and availability, causing additional delays or operational challenges. In addition, catastrophes may put
pressure on federal, state and municipal government budgets, which may increase the risk that our customers will be unable to
appropriate funds for existing or future contracts with us. These and other factors may adversely affect customer demand and their
ability to pay, cause decrease in sales, and negatively impact the realizability of our accounts receivable and contract assets.
Furthermore, service delays or failures during such events could damage our reputation, especially with public safety customers, and
erode trust in our ability to deliver reliable solutions during critical times.

Public health emergencies have adversely affected workforces, economies and financial markets globally, and led to an economic
downturn in the past and may do so again in the future.

We may also face threats to our physical security, including to our facilities and the safety and well-being of our people. In
addition to the potential catastrophic events described above, these threats could involve insider threats, workplace violence, or civil
unrest, which could adversely affect our company. Our customers and suppliers face similar risks that, if realized, could also adversely
impact our operations. Such acts could cause delays, manufacturing downtime, or other impacts that could detrimentally impact our
ability to perform our operations. We could also incur unanticipated costs to remediate impacts and lost business.

If our backup and mitigation plans are insufficient to minimize business disruption, our financial results could be adversely
affected. We are continuously monitoring our operations and intend to take appropriate actions to mitigate the risks arising from
catastrophic events, but there can be no assurances that we will be successful in doing so.

Uncertainty in the development, deployment, and use of Al in our products and services, as well as our business more broadly,
could adversely affect our business and reputation.

We offer systems and tools that incorporate Al-based technologies, including generative Al, for our customers. We also leverage
and expect to continue leveraging Al-based technologies for internal use to drive efficiency in our business operations. As with many
new and emerging technologies, Al presents numerous risks and challenges to our internal business operations and our customers. For
example, unexpected failures or inaccuracies in Al-driven systems could expose our customers to operational risks, particularly in high-
stakes use cases such as law enforcement or public safety.

The development, adoption, integration and use of generative Al technology remains in the early stages and consequently, our Al
technology may contain material defects or errors. Additionally, ineffective or inadequate Al or generative Al governance,
development, use or deployment practices by us or third parties could result in unintended consequences. For example, Al algorithms
that we use may be flawed or may be (or perceived to be) based on datasets that are biased or insufficient, a risk raised by the ACLU in
a report dated December 10, 2024. Biases in Al models could result in discriminatory outcomes, eroding trust among customers and
communities we serve.
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Any latency, disruption, or failure in our Al systems, third-party AI systems that we utilize, or infrastructure could cause delays or
errors in our offerings. Additionally, inadequate governance, testing, or quality assurance processes could result in flawed deployments,
including those that result in physical harm or which produce erroneous or harmful outputs that may damage our reputation and expose
us to legal liabilities. Correcting such defects or errors may be costly and time-consuming and could harm our business. Failure to
adequately train customers on the use and limitations of Al-driven products could also compound these risks. Thoroughly testing
generative Al models is challenging due to their complexity and the unpredictability of their outputs. Developing, testing, and
deploying resource-intensive Al systems may require additional investment and increase our costs. There also may be real or perceived
social harm, environmental harm, unfairness or other outcomes that undermine public confidence in the deployment and use of Al
Furthermore, third parties may deploy Al technologies in a manner that reduces customer demand for our products and services.
Competitive pressures may also drive rapid Al development or deployment, increasing the risk of releasing inadequately tested or
unreliable features. Any of the foregoing may result in decreased demand for our products and services or harm to our business,
financial results, or reputation.

The legal and regulatory landscape surrounding Al technologies is rapidly evolving and uncertain, particularly in areas of
intellectual property, cybersecurity, privacy, and data protection. For example, there is uncertainty around the validity and
enforceability of intellectual property rights related to our development, deployment and use of Al. Cyber attacks that use Al may also
become increasingly frequent and effective. Additionally, third parties that license Al technologies to us may impose unfavorable
licensing terms or terminate the licenses altogether, requiring us to seek licenses from alternative sources to avoid disruptions in feature
delivery.

Compliance with new or changing laws, regulations, or industry standards relating to Al may impose significant operational costs
and may limit our ability to develop, deploy or use Al technologies. In part due to our global scope and law enforcement customer base,
we may face heightened scrutiny and regulatory requirements, which could further increase compliance costs and limit our ability to
develop, deploy or use our Al solutions or other Al technologies. For example, the Al Act in the European Union imposes compliance
requirements on a varicty of AT uses by law enforcement, as well as on the companies that develop those products, including us. Other
jurisdictions may adopt similar measures in the future. In the future, we may voluntarily or involuntarily initiate recalls if our products
are determined by us or a regulatory authority to be noncompliant with applicable laws and regulations. Such recalls, whether voluntary
or involuntary, could result in significant expense, supply chain complications, and may harm our brand, business, prospects, financial
condition and operating results. Please also see “Operational Risks—Defects in our products could reduce demand for our products or
result in product recalls and result in a loss of sales, delay in market acceptance, and damage to our reputation” in Part I, Item 1A of
this Annual Report on Form 10-K below for additional information.

We may also face increased scrutiny regarding data privacy and security risks related to the data we use to train and evaluate Al
models, as breaches or misuse of this data and associated terms and conditions could expose us to significant liabilities. For example,
while we do not use customer data to train Al models today, we do occasionally use data obtained from the Axon Customer Evidence
Improvement Program (“ACEIP”) for evaluation and we may use ACEIP data to also train models in the future, while ensuring proper
consents and compliance with applicable laws. This approach reflects our commitment to responsible data usage and governance.
However, there remains a significant risk in the nature of data used by third-party providers to train the Al models we rely on, including
whether such third-party providers have trained Al models on data that they did not have proper consents for. Failure to appropriately
respond to this evolving landscape may result in legal liability, regulatory action, or brand and reputational harm.

Defects or disruptions in our services could impact demand for our services and subject us to substantial liability.

We rely on third-party cloud service providers located in the United States and other countries to deliver our cloud services. The
use of these cloud service providers gives us greater flexibility in efficiently delivering a more tailored, scalable customer experience,
but also exposes us to additional risks and vulnerabilities. Lack of availability of this infrastructure could be due to several potential
causes such as technical failures, natural disasters, fraud or security attacks that we cannot predict or prevent. Interruptions in our
service, or loss or corruption of digital evidence, may reduce our revenue, cause us to issue credits or pay penalties, cause customers to
file litigation against us, cause customers to terminate their subscriptions, and adversely affect our renewal rates and our ability to
attract new customers.

Our business will also be harmed if our customers and potential customers believe our service is unreliable. Since our customers
use our services for important aspects of their operations, any errors, defects, disruptions in service or other performance problems
could hurt our reputation and may damage our customers’ operations. Additionally, the inability to recover or restore lost or corrupted
digital evidence in a timely manner could result in significant reputational damage. This
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risk is particularly acute for law enforcement and public safety customers, where service reliability is critical, and disruptions could
have serious operational or legal consequences. As a result, customers could elect not to renew our services or to delay or withhold
payment to us. Delayed resolution of service outages or technical defects could also lead to prolonged dissatisfaction and erosion of
customer trust. We could also lose future sales or customers may make warranty or other claims against us, which could result in an
increase in our warranty expense, an increase in collection cycles for and decline in the collectability of accounts receivable or in the
convertibility of contract assets to cash, and an increase in the expense and risk of litigation.

Defects in our products could reduce demand for our products or result in product recalls and result in a loss of sales, delay in
market acceptance, and damage to our reputation.

Complex components and assemblies used in our products may contain undetected defects that could be subsequently discovered
at any point in the life of the product. Errors or defects in our products, including software-related errors or defects, may only be
discovered after they have been tested, commercialized and deployed. In such event, we may incur significant additional development
costs and product recall, repair or replacement costs, or liability for personal injury or property damage caused by such errors or
defects. In particular, defects in products designed for public safety or law enforcement use could undermine customer and community
trust, erode confidence in our brand, and result in heightened scrutiny or regulatory enforcement. Our reputation or brand may be
damaged as a result of these problems and may result in difficulty retaining current customers and securing new contracts. Defects in
our products could result in a loss of sales, delay in market acceptance, damage to our reputation and increased warranty costs, which
could adversely affect our business, financial results and competitive position.

Additionally, we are subject to the U.S. Consumer Products Safety Act of 1972, as amended by the Consumer Product Safety
Improvement Act of 2008, which empowers the Consumer Products Safety Commission to exclude from the market products that are
found to be unsafe or hazardous, and similar laws under foreign jurisdictions. We could also face challenges with cross-border
compliance if products are recalled in multiple jurisdictions, further increasing operational and financial burdens. Under certain
circumstances, the Consumer Products Safety Commission or comparable foreign agencies could require us to repurchase or recall one
or more of our products. If we were required to remove, or we voluntarily remove, our products from the market, our reputation could
be tarnished, and we might have large quantities of finished products that we could not sell. A recall of critical components may also
disrupt manufacturing and delay delivery of other products in our portfolio, compounding the adverse effect on our business.

Our international operations expose us to additional risks that could harm our business prospects, operating results, and
financial condition.

We have significant international operations and plan to continue growing internationally by acquiring existing entities and setting
up new legal entities in new markets. In certain international markets, we have limited operating experience and may not benefit from
first-to-market advantages or otherwise succeed. Our international operations expose us to other risks, including:

+  restrictions on foreign ownership and investments, along with stringent foreign exchange controls, could limit our ability to
repatriate cash earned in countries outside the United States;

+  import and export requirements, tariffs, trade disputes, product certification mandates, sanctions, and customs could hinder our
ability to offer products or services in certain countries or obtain necessary parts and components to manufacture products;

+  longer payment cycles in certain countries, heightened credit risk, and higher instances of payment fraud;

«  uncertainty regarding liability for our products and services, including uncertainty resulting from local laws and lack of legal
precedent; and

« differing labor laws and customs, existence of workers’ councils and labor unions, and other challenges caused by distance,
language, and cultural differences.

Our suite of products is export-controlled under both United States and international regulatory bodies. Changes in U.S. foreign
policy, foreign governmental status and evolving international human rights policy objectives may impact Axon’s ability to obtain
licenses for a given destination or customer.

Trade regulations include, among other categories, environmental regulations, climate- and sustainability-related regulations, tax
and statutory financial regulations, export and import controls, customs and duties regulations, internal
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control and disclosure rules, privacy and data protection requirements, anti-corruption laws, and other local laws prohibiting corrupt
payments to governmental officials, and competition regulations.

Violations of these laws and regulations could result in fines and penalties, criminal sanctions against us, our directors, officers, or
employees, as well as prohibitions on the conduct of our business and on our ability to offer our products and services in one or more
countries. They could also materially adversely affect our brand, international growth efforts, ability to attract and retain employees,
business, and operating results. Although we have implemented policies and procedures designed to ensure compliance with these laws
and regulations, there can be no assurance that our directors, officers, employees, contractors, or agents will not violate our policies nor
that enforcement actions by regulators will be consistent. Furthermore, inconsistent enforcement of local laws and regulations in some
jurisdictions may increase compliance uncertainty and risk.

We depend on our ability to attract and retain our key management, sales and technical personnel.

Our success depends upon the continued service of our key management personnel. Although we have entered into employment
agreements with our key personnel, including Mr. Smith, these agreements have no specific duration and constitute at-will
employment, which means they may terminate their employment with us at any time. Additionally, we do not maintain any key person
insurance on any of our officers or employees. Any changes in our senior management team, even in the ordinary course of business,
may be disruptive to our business. Such changes may result in a loss of institutional knowledge and cause disruptions to our business.
Losing any member of our existing senior management team could also damage key seller relationships, lead to unanticipated
replacement, recruitment and training costs, and make it more difficult to operate our business and achieve our business goals.
Additionally, if our senior management team fails to work together effectively or execute our plans and strategies on a timely basis as a
result of management turnover or otherwise, our business could be harmed.

Our success also depends on our ability to continue to attract, retain and motivate qualified technical employees. Our ability to
compete effectively and our future success depends on our continuing to identify, hire, develop, motivate and retain highly skilled
personnel. In particular, we compete with many other companies for employees with high levels of expertise in our industry, as well as
for skilled engineers (including those with highly sought after experience in fields such as data science or Al), sales, and operations
professionals. Job candidates may also be threatened with legal action under agreements with their existing employers if we attempt to
hire them, which could impact hiring and result in a diversion of our time and resources. In addition, we are selective in our hiring
process which requires significant investment of time and resources from internal stakeholders and management. At times, we have
experienced, and we may continue to experience, difficulty in hiring personnel who meet the demands of our selection process and with
appropriate qualifications, experience, or expertise, and we may not be able to fill positions as quickly as desired. In addition, our
recruiting personnel, methodology, and approach may need to be altered to address a changing candidate pool and profile. We may not
be able to identify or implement such changes in a timely manner.

Restrictive U.S. immigration policies and regulatory changes may also affect our ability to hire, mobilize or retain some of our
global talent. Many of our technical personnel are foreign nationals entering the United States on work visas, primarily under the H-1B
visa classification. The H-1B visa classification enables U.S. employers to hire qualified foreign nationals in positions that require an
education at least equal to a bachelor’s degree. U.S. immigration laws and regulations are subject to legislative and administrative
changes, as well as changes in the application of standards and enforcement. Future restrictions on the availability of work visas could
restrain our ability to acquire the skilled professionals needed to meet our customers’ requirements, which could have a material
adverse effect on our business. The scope and impact of these changes remain unclear, however a narrow interpretation and vigorous
enforcement of existing laws and regulations could adversely affect the ability of entities with which we subcontract to utilize foreign
nationals and/or renew existing foreign national consultants on assignment. There can be no assurance that we will be able to keep or
replace all foreign nationals currently employed, or continue to acquire foreign national talent at the same rates as in the past.

In addition, our compensation arrangements, such as our equity incentives, may not always be successful in attracting new
employees and retaining and motivating our existing employees. In particular, we may face challenges in hiring personnel, particularly
for executive-level engineering talent, whether as a result of competition with other companies or other factors. We have had and
expect to continue to have unique equity incentives designed to attract and retain long-term employees. We utilize these plans to align
pay and performance and drive shareholder returns while reducing near-term cash expenditures. Our equity incentives and ongoing
stock and option grants are subject to having sufficient shares under our stock plan and any new plans or increases in the number of
shares available for grant under existing plans must be approved by our sharcholders. If we are unable to obtain shareholder approval,
we may be unable to attract and retain top
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talent, including senior executives. Our ability to attract, retain and motivate employees may also be adversely affected by common
stock price volatility. The loss of the service of one or more of our key personnel could adversely impact our business prospects,
operating results and financial condition.

Failure to comply with federal, state, or local regulations applicable to our firearm product, the TASER 10 CED, could resuit in
governmental actions or litigation, potentially harming our business prospects, operating results, and financial condition.

The TASER 10 CED is primarily regulated by the Bureau of Alcohol, Tobacco, Firearms and Explosives (the “ATF”), which
regulates the manufacture, sale and import of firearms in the United States primarily under the National Firearms Act of 1934, the Gun
Control Act of 1968, and the Firearms Owners’ Protection Act of 1986, which have been amended from time to time.

The ATF conducts periodic audits of our facilities that hold federal firearms licenses. If we fail to comply with ATF rules and
regulations, the ATF may limit our activities or growth related to the TASER 10 CED, fine us, or, ultimately, suspend our ability to
produce and sell the TASER 10 CED product line. Such audits may also expose operational inefficiencies or create delays that affect
production timelines or access to necessary permits. Also, various state and Jocal laws, regulations, and ordinances relating to firearm
characteristics, features and sales govern the TASER 10 CED product line. Axon and local distributors must comply with state and
local laws, regulations, and ordinances pertaining to firearm and magazine sales in the jurisdictions where the TASER 10 CED is sold.
Non-compliance with such laws could expose us to legal liability, reputational harm, and additional costs with remedying violations.
Additionally, certain TASER 10 CED components are regulated for import into the United States by the ATF and are subject to ATF
import permits that limit Axon’s ability to source from some suppliers leading to a potential decrease in supply chain agility. Supply
chain constraints or an inability to source TASER 10 CED components could have a material adverse effect on our business prospects,
operating results and financial condition.

Federal and state legislatures frequently consider legislation relating to the regulation of firearms, including the amendment or
repeal of existing legislation. Existing laws may also be affected by future judicial rulings and interpretations. These possible changes
to existing legislation or the enactment of new legislation may seek to restrict the makeup of a firearm, mandate the use of certain
technologies in a firearm, remove existing legal defenses in lawsuits, set minimum age limits to purchase certain firearms, or ban the
sale and, in some cases, the ownership of various types of firearms and accessories. In addition, evolving public sentiment or political
pressure regarding firearm regulation could impact customer demand for TASER 10 CEDs, especially in jurisdictions with stricter
firearm laws. Such restrictions or bans could have a material adverse effect on our business prospects, operating results and financial
condition.

Failure to maintain effective internal control over financial reporting may adversely affect our ability to report our financial
condition and operating results in a timely and accurate manner, which may cause investor confidence in our company to
diminish and the value of our common stock to decline.

Preparing our consolidated financial statements involves many complex manual and automated processes, which depend on
individual data input or review and require significant management judgment. The increasing complexity of our operations, including
growth in international markets and expansion of product offerings, further heightens the risk of control deficiencies. Acquired
businesses may have insufficient internal controls, which may have been identified or unidentifiable during diligence, that could require
significant remediation efforts and create additional risks of financial misstatements during integration. One or more of these processes
may result in errors that may not be, and in the past have not been, immediately detected and could result in a material misstatement or
other errors in our consolidated financial statements. Such errors may be more likely to occur when implementing new systems and
processes, particularly when implementing evolving and complex accounting rules. The Sarbanes-Oxley Act of 2002 requires, among
other things, that as a publicly traded company we disclose whether our internal control over financial reporting and disclosure controls
and procedures are effective.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is
a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected on a
timely basis. While we continually undertake steps to improve our internal control over financial reporting as our business changes, we
may not be successful in making the improvements and changes necessary to be able to identify and remediate control deficiencies or
material weaknesses on a timely basis. Our ability to address deficiencies may also be constrained by resource limitations, including
access to skilled accounting personnel, particularly during periods of rapid growth or cost pressures. We identified a material weakness
in our internal control over financial reporting
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as of December 31, 2024 related to a failure to design and maintain effective controls related to revenue recognition for our customer
contracts. Specifically, we did not design and maintain controls to update our revenue recognition policies to reflect changes in product
offerings or terms and conditions of arrangements with customers to ensure revenue was appropriately recognized and disclosed in
accordance with U.S. GAAP. We are working to remediate the material weakness as further discussed in Item 9A of this Annual Report
on Form 10-K. If we cannot successfully remediate identified control deficiencies, including any current or future material weaknesses
in our internal contro! over financial reporting: the accuracy and timing of our financial reporting may be adversely affected; our
liquidity, access to capital markets and perceptions of our creditworthiness may be adversely affected; we could face difficulty
forecasting our financial results accurately, impacting decision-making by investors and analysts; we may be unable to maintain
compliance with securities laws, stock exchange listing requirements and debt instruments’ covenants regarding the timely filing of
periodic reports; we may be subject to regulatory investigations and penalties; investors may lose confidence in our financial reporting;
we may suffer defaults under our debt instruments; and our common stock price may decline.

Our revision of previously issued consolidated financial statements may adversely affect investor confidence and could result in
regulatory actions and stockholder litigation.

The revision of certain of our previously issued financial statements to correct errors related to our historical conclusions of
principal vs. agent accounting under Accounting Standards Codification, Revenue from Contracts with Customers ("ASC 606") may
have the effect of eroding investor confidence in the Company and our financial reporting and accounting practices and processes and
may raise reputational issues for our business. Such revision may also result in stockholder litigation against us, or adverse regulatory
consequences. Any such regulatory consequences, litigation, claim or dispute, whether suceessfiul or not, could subject us to additional
costs, divert the attention of our management, or impair our reputation. Each of these consequences could have a material adverse
effect on our business prospects, operating results and financial condition.

Financial Risks

An increasing percentage of our revenue is derived from subscription billing arrangements that may result in delayed cash
collections and may increase customer credit risk on receivables and contract assets.

Our strategy includes maintaining a significant portion of our business through a subscription model, which aligns with the
municipal budgeting process of our customers and allows for multiple product offerings to be combined into existing subscriptions.
This approach differs from a traditional hardware sale, where the entire hardware payment is commonly invoiced upon shipment, by
spreading payments over the subscription or installment period. While this model provides predictable recurring revenue, it impacts
liquidity, as cash is received in multiple installments rather than upfront.

We record an estimate of expected credit losses and perform ongoing reviews of trade accounts receivables. However, if we
become aware of information related to the creditworthiness of a major customer, or if future actual default rates on receivables in
general differ from those currently anticipated, we may have to adjust our expected credit loss reserve. Such adjustments could
negatively impact earnings and require additional resources for collections or restructuring customer payment terms. Furthermore, our
reliance on municipal and government customers may heighten the risk of delayed payments during periods of political or economic
instability, such as government shutdowns or reduced tax revenues. Any of these factors could adversely affect our business prospects,
operating results and financial condition.

Our gross margin depends on many factors, including our product mix, cost structure, and acquisitions we may make, any of
which could cause our gross margin to fluctuate.

Our gross margin could decline in future periods due to adverse impacts from various factors, including:

» changes in product mix;

»  changes in shipment volume;
e increased warranty costs;

« sales discounts;

- expanding into new markets or lower-margin markets, including those with distinct pricing and cost structures, through
acquisitions or internal development;
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«  increases in materials, labor, manufacturing, or supply chain logistics;

«  excess inventory and obsolescence charges;

«  increased amortization of purchased intangible assets, especially from acquisitions; and
- how well we execute on our strategy and operating plans.

Any of these factors could result in significant fluctuations in our gross margin. This variability and unpredictability could lead to
our inability to meet internal expectations or those of securities analysts or investors for a particular period. Failure to meet or exceed
such expectations for these or any other reasons may adversely affect the market price of our stock.

Revenue for our Saa$ products is recognized over multi-year contract terms, which may delay the reflection of new business in
our operating results.

Our Saa$ revenue is generally recognized ratably over the terms of the contracts, which ranges from one to ten years. As a result,
most of the SaaS revenue we report each quarter is the result of agreements entered into during previous quarters. Consequently,
current trends, whether positive or negative, may not be fully reflected in our revenue results for several periods, and a decline in new
or renewed SaaS contracts in any period may not be immediately reflected in our reported financial results for that period, but could
result in a decline in our revenue in future reporting periods. If any of our assumptions about revenue from our Saa$ delivery model are
incorrect, our actual results could differ materially from those anticipated, estimated, or projected.

Most of our end-user customers are subject to budgetary and political constraints, which may delay or prevent sales, result in
cancellations, or lead to the non-renewal of contracts.

A significant portion of our end-user customers are government agencies, which typically lack direct control over their budgets.
These budgets are often influenced by legislative processes and political considerations, limiting the agencies' ability to allocate funds
as they see fit. There can be no assurance that the economic and political pressures will not adversely affect sales of our products.

Additionally, government procurement processes are often subject to scheduling delays and uncertainties, which can disrupt
anticipated sales. Federal agencies, in particular, are vulnerable to broader governmental challenges, such as funding and debt limit
constraints, which has previously resulted in government shutdowns, including those in 2018 and 2019, and additional shutdowns
narrowly avoided more recently.

While we enter into contracts for the delivery of products and services in the future, and anticipate that these contracts will be
completed, if agencies fail to appropriate funds in future year budgets, terminate contracts for convenience, or if other cancellation
clauses are invoked, this would prevent us from recognizing anticipated revenue and cash flow. Contracts terminated without cause
generally allow us to recover only our incurred costs, committed expenses, and a portion of profits, if any, on the work completed prior
to termination. We may or may not be able to recover all the costs incurred during the start-up phase of a terminated contract.

The unexpected termination of significant contracts could result in substantial revenue shortfalls. If these shortfalls are not offset
by corresponding reductions in expenses, our financial performance and overall business could be adversely affected. We cannot
anticipate if, when, or to what extent our customers might terminate their contracts with us.

The open bidding process introduces uncertainty in securing future contract awards.

Governmental agencies often procure products and services through an open bidding process, which typically involves publishing
a list of requirements and soliciting proposals from potential vendors. To compete successfully in these requests for proposals, we must
accurately estimate our cost structure for servicing a proposed contract, the time required to establish operations for the proposed
customer, and the likely terms of any other third-party proposals submitted. However, we cannot guarantee that we will win future bids
or that any winning bids will ultimately result in contracts with favorable terms.

Our contracts typically have fixed terms, with the possibility of extension at the discretion of the contracting entity. When these

contracts expire, coniracts may be reopened to competing bidders, and there is no guarantee that the contracts will be renewed or
extended. In some cases, customers may initiate the bidding processes earlier than expected, resulting in
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increased competition prior to the anticipated end of contracts. Additionally, many of our contracts with government agencies include
termination for convenience provisions that may allow our customers to terminate the contract earlier than their term length.

Failure to secure new contracts, retain existing ones, or negotiate favorable terms through the open bidding process could
adversely impact our revenues, profitability, and overall financial performance.

We hold the majority of our cash balances, some of which are not insured, at two depository institutions.

We hold the majority of our cash and cash equivalents accounts at two depository institutions. Our balances with these and other
institutions regularly exceed Federal Deposit Insurance Corporation insurance limits for domestic deposits, as well as various foreign
deposit insurance programs. For additional discussion, refer to Note 1 in Part II, Item 8 of this Annual Report on Form 10-K.

If any of these depository institutions were to fail (as seen with several U.S. bank failures in spring of 2023), and their assets were
insufficient to cover deposits, or if governments did not take action to support deposits exceeding existing insurance limits, we could
incur losses related to the uninsured balances. Such losses or delays in accessing funds could materially and adversely affect our
liquidity, operating results and financial condition.

Stock transactions may have a material, unpredictable impact on our operating results and may result in dilution to existing
shareholders.

We have historically granted and expect to continue to grant stock-based compensation to employees and non-employee directors
as a means of attracting and retaining highly qualified personnel. All stock-based awards are required to be recognized in our financial
statements based on their grant date fair values. The amount recognized for stock compensation expense could vary depending on a
number of assumptions or changes that may occur.

Changes in the subjective and probability-based assumptions can materially affect the estimates of the fair value of the awards
and timing of recognition of stock-based compensation expense and, consequently, the related amount recognized in our consolidated
statements of operations and comprehensive income.

As we continue to mature, the incentives to attract, retain and motivate employees provided by our equity awards or by future
arrangements may not be as effective as in the past. We may also issue equity securities to pay for acquisitions and grant stock-based
awards to retain the employees of acquired companies. If we issue significant equity awards to attract additional employees, to retain
our existing employees or related to acquisitions, we could incur substantial additional stock-based compensation expense and the
ownership of our existing shareholders would be further diluted, which could depress the market price of our stock.

Our financial performance is subject to risks associated with changes in the value of the U.S. dollar versus local currencies.

For international customers (whether current or potential) whose contracts are or would be denominated in U.S. dollars, the
relative change in local currency values creates relative fluctuations in our product pricing. These changes in international end-user
costs may result in lost orders and reduce the competitiveness of our products in certain foreign markets. Additionally, intercompany
sales to our non-U.S. dollar functional currency international subsidiaries are transacted in U.S. dollars, which could increase our
foreign exchange rate risk caused by foreign currency transaction gains and losses.

For non-U.S. dollar denominated sales, weakening of foreign currencies relative to the U.S. dollar generally leads us to raise
international pricing, potentially reducing demand for our products. Should we decide not to raise local prices to fully offset the dollar’s
strengthening, the U.S. dollar value of our foreign currency denominated sales and earnings would be adversely affected. We do not
currently engage in hedging activities related to fluctuations in foreign currency. Fluctuations in foreign currency could result in a
change in the U.S. dollar value of our foreign denominated assets and liabilities, including accounts receivable. Therefore, the U.S.
dollar equivalent collected on a given sale could be less than the amount invoiced causing the sale to be less profitable than
contemplated.

We also import selected components that are used in the manufacturing of some of our products. Although our purchase orders
are generally in U.S. dollars, weakness in the U.S. dollar could lead to price increases for the components.
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Unanticipated changes in our effective tax rate and additional tax liabilities could adversely affect our operating results and
financial condition.

We are subject to income taxes in the United States and various other jurisdictions. Our effective tax rate could be impacted by
changes in statutory tax rates, the geographic distribution of our earnings, and the application of top-up taxes introduced under global
minimum tax regulations of the Organization for Economic Co-operation and Development (“OECD”) framework. Our tax expense
could also be impacted by changes in non-deductible expenses, excess tax benefits from stock option exercises and RSU vesting,
adjustments to the valuation of deferred tax assets and liabilities, the applicability of withholding taxes, and changes in unrecognized
tax benefits. Although we believe that our tax estimates arc reasonable, the ultimate tax determination involves significant judgments
that could become subject to audit by tax authorities in the ordinary course of business. Our estimates are based on information
available to us at the time we prepare the income tax provision.

We are subject to potential tax examinations in multiple jurisdictions. While we regularly evaluate new information to adjust our
tax position, there is no guarantee that the outcome of these examinations will not adversely affect our operating results and financial
condition.

Our tax provision could also be impacted by changes in U.S. federal, state, local, or international tax laws, including significant
tax reforms which target corporate multinationals, and proposals by the current or future administrations.

Additionally, we may be subject to additional tax liabilities due to changes in income-based taxes resulting from changes in U.S.
federal, state, local, or foreign tax laws, changes in tax jurisdictions’ administrative interpretations, decisions, policies and positions,
results of tax examinations, settlements or judicial decisions, changes in accounting principles, changes to our business operations,
including acquisitions, as well as the evaluation of new information that results in a change to a tax position taken in a prior period.

Furthermore, recommendations from the OECD for a global minimum income tax and other changes, are being implemented or
considered in jurisdictions where we operate. While we believe enactment of the recommended framework in jurisdictions where we
operate will result in minimal impacts to our financial results in the near term, the impact of any new tax legislation may differ
materially from our estimates due to future regulatory guidance or changes in our interpretations or assumptions we have made. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Provision for Income Taxes” in Part i1,
Item 7 of this Annual Report on Form 10-K for additional information.

Our revenue and operating results may fluctuate unexpectedly from quarter-to-quarter, which could impact our stock price.

Several factors, including some beyond our control, may affect our revenue and operating results, potentially causing our

common stock price to fluctuate, including:

+  budgetary cycles of municipal, state, and federal law enforcement and corrections agencies;

«  market acceptance of our products and services;

+  the timing of large domestic and international orders;

+ the outcome of any existing or future litigation;

+  adverse publicity surrounding our products, the safety of our products, or the use of our products;

»  changes in our sales mix;

» new product introduction costs;

» increased raw material expenses;

«  changes in our operating expenses, including stock-based compensation expense;

« changes in foreign currency exchange rates, inflation, and interest rates;

«  inventory obsolescence;

«  changes in warranty reserve;
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»  existing or future tariffs; and
«  regulatory changes that may affect the marketability of our products and services.

As a result of these and other factors, we believe that short-term period-to-period comparisons of our operating results may not
provide meaningful insights, and our performance in a particular period may not be indicative of our performance in any future period.
Additionally, fluctuations in our revenues and operating results could lead to declines in the market price of our common stock.

Our profitability could suffer from declines in fair value or impairment of our investments, including our strategic investments,
and could fluctuate if the fair values of our investments increase.

We invest a portion of available funds in a portfolio consisting of securities of various types. Our investments consist of
investments in both marketable and non-marketable securities. Investments in marketable securities are measured at fair value on a
recurring basis. We generally have elected to apply the measurement alternative for non-marketable securities. Under the alternative,
we measure investments without readily determinable fair values at cost, less impairment, adjusted by observable price changes and we
assess for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. Our
future investment income may fall short of expectations due to changes in interest rates, or due to certain inherent risks involved in
investments in early-stage privately held companies. For example, we have recognized and may in the future recognize an unrealized
loss on an investment if we determine that our carrying amount for an investment without a readily determinable fair value is not
expected to be fully recovered, which would cause our earnings performance to suffer from such losses. By contrast, we have recorded
and may in the future record an unrealized gain on an investment if we determine the fair value exceeds the carrying amount, which
would benefit our earnings performance.

Legal and Compliance Risks

We may face personal injury, wrongful death, product liability and other liability claims that harm our reputation and
adversely affect our business prospects, operating results and financial condition.

Third parties often use our CED products in aggressive confrontations that may result in serious, permanent bodily injury or death
to those involved. Our CED products may be associated with these injuries. A person, or the family members of a person, injured or
killed in a confrontation or otherwise in connection with the use of our products, may bring legal action against us to recover damages
on the basis of a number of theories, including wrongful death, personal injury, negligent design, defective product, product
performance issues, or inadequate warnings or training. We are currently subject to a number of such lawsuits and have been and may
be in the future subject to significant adverse judgments and settlements. We may also be subject to lawsuits involving allegations of
criminal misuse of our products. We have no control over how our products are used by our customers or other end-users and cannot
ensure they are used consistent with our specifications, design and warnings. While our products are designed to be non-lethal, we
cannot guarantee they will be used in a manner consistent with their intended use and any misuse exposes us to litigation, reputational
harm and controversy.

Although we maintain product liability insurance in amounts that we believe are reasonable, we may not be able to maintain such
insurance on acceptable terms, if at all, and product liability claims could result in a potential award of monetary damages in excess of
the amount of insurance coverage available to us. Because we manufacture and sell CEDs, insurance carriers may decide not to insure
our products or our company in the future.

Similar to product liability claims, we face exposure to class action lawsuits related to the design, performance, safety, pricing or
advertising of our products. Such class action lawsuits could also result in substantial monetary judgments, defense costs, business
distraction, reallocation of internal resources, injunctions related to the sale of products and reputational harm.

If successful, the aforementioned claims could result in adverse judgments or unfavorable settlements, significant legal expenses,
a diversion of management’s attention and resources, and reputational harm. The outcome of any litigation is inherently uncertain and
there can be no assurance that our existing or any future litigation will not have a material adverse effect on our business prospects,
operating results and financial condition.

Other litigation, government inquiries and regulatory actions may subject us to significant costs and judgments and divert
management attention from our business.
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We have been and could in the future be involved in numerous other litigation, government inquiries and regulatory matters
relating to our products, contracts, employees and business relationships, including litigation against persons or entities we believe have
infringed on our intellectual property, infringement litigation filed against us, litigation against a competitor, antitrust litigation, and
enforcement actions filed against us. For additional discussion of litigation, refer to Note 13 in Part [I, Item 8 of this Annual Report on
Form 10-K.

Such matters have resulted, and are expected to continue to result in, substantial costs to us, including in the form of attorneys’
fees and costs, damages, fines or other penalties, whether pursuant to an adverse judgment or settlement, and diversion of our
management’s attention, which could adversely affect our business prospects, operating results and financial condition.

We have in the past and may in the future be subject to intellectual property infringement and other claims, which could incur
substantial litigation costs, result in significant damages awards, inhibit our use of certain technologies, and divert management
attention from our business.

Many companies own intellectual property rights that are directly or indirectly related to public safety technologies. These
companies periodically demand licensing agreements or engage in litigation based on allegations of infringement or other violations of
their patents, trademarks, copyrights or trade secrets. These companies may also allege that their patents protect features essential to the
implementation of particular technical standards. Non-practicing entities may also hold patents that are directly or indirectly related to
public safety technologies. These entities may seek compensation for perceived infringement of their patents, including by filing claims
against us, independent of the merit of any such claims. As we enter new markets, expand into new product categories, and otherwise
offer new products, services and technologies, additional intellectual property claims may be filed against us by these companies,
entities and other third parties. Additionally, our use of Al tools in our business may increase the likelihood that third parties will claim
that we infringe their intellectual property rights. Intellectual property claims may also be filed against us as our current products,
services and technologies gain additional market share.

If our products, services or technologies were found to infringe a third-party’s proprietary rights, we could be forced to
discontinue use of the protected technology or enter into costly royalty or licensing agreements to be able to sell our products, services
or technologies. Such royalty and licensing agreements may not be available on terms acceptable to us or at all. We could also be
required to pay substantial damages, fines or other penalties, indemnify customers or distributors, cease the manufacture, use or sale of
infringing products or processes, make proprietary source code publicly available, and/or expend significant resources to develop or
acquire non-infringing technologies. Our suppliers may not provide, or we may not be able to obtain, intellectual property
indemnification sufficient to offset all damages, fines or other penalties resulting from any claims of intellectual property infringement
brought against us or our customers. There is no guarantee that our use of conventional technology searching and brand clearance
searching will identify all potential rights holders. Rights holders may demand payment for past infringements and/or force us to accept
costly license terms or discontinue use of protected technology and/or works of authorship that may include, for example, photos,
videos and software. Our development and sale of software-based products, including that which is related to Al or VR, increases this
risk.

If we are unable to protect our intellectual property, the value of our brands and products may decrease and we may lose our
competitive market advantage.

Our future success depends upon our proprietary technology. Our protective measures for this proprietary technology include
patents, trademarks, copyrights and trade secret protection. However, these protective measures, as well as our efforts to pursue such
protective measures, may prove inadequate. For example, the value of intellectual property protection in certain countries may not be
apparent until after such protection can no Jonger be pursued. As such, our intellectual property protection may not extend to all
countries in which our products are distributed or will be distributed in the future. Though we work to protect our innovations, we may
not be able to obtain protection for certain innovations. For example, we may be unable to patent some software-based products.
Furthermore, any use of Al tools to create content or code that may be incorporated into our products or services may also impact our
ability to obtain or successfully defend certain intellectual property rights. The scope of any patent protection we have obtained, or may
obtain, may not prevent others from developing and selling competing products. Despite our efforts, any intellectual property
protection we obtain may be later determined to be insufficient or ineffective.

Our protective measures may prove inadequate for reasons outside of our control. Varying intellectual property laws across
countries may lead to differences in protection between such countries. In certain countries in which our products
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are distributed, the ability to effectively enforce intellectual property rights may not exist. Patent requirements differ by country and
certain domestic or international laws may prohibit us from satisfying these requirements, creating a risk that some of our international
patents may become unenforceable. Patents for older technologies, such as those first introduced in our TASER M26 CED and TASER
X26 CED, have expired or will expire due to statutory limits on patent terms. Despite policies and efforts to maintain secrecy of trade
secrets and other confidential information, such information could be compromised by employees, partners or other third parties.

Once established, there is no guarantee that our intellectual property rights will remain in force. Issued patents may be re-
examined and subsequently ruled invalid or unenforceable. Our registered trademarks may also be diminished or lost. For example,
there is a risk that our “TASER” trademark could become synonymous with the general product category of “conducted energy
devices” resulting in claims of genericness that could interfere with our enforcement efforts and create customer confusion as to
product source. The right to stop others from misusing our trademarks and service marks in commerce depends, to some extent, on our
ability to show evidence of enforcement of our rights against such misuse in commerce. Our efforts to stop improper use, if ineffective,
may lead to the loss of trademark and service mark rights, brand loyalty and notoriety among our customers and prospective customers.

Inability to protect our intellectual property could negatively impact our commercial efforts and competitive market advantage.
Regardless of the outcome, the prosecution of patent and other intellectual property claims is both costly and time-consuming.
Unauthorized use of our proprietary technology could divert our management’s attention from our business and could result in a
material adverse effect on our business prospects, operating results and financial position.

We may be unable to enforce patent rights internationally, which may limit our ability to prevent our product features from
being used by competitors in some foreign jurisdictions.

Our U.S. patents protect us from imported infringing products coming into the United States from abroad. We have filed
applications for patents in foreign countries; however, these may be inadequate to protect markets for our products in these foreign
countries. Each patent is examined and granted according to the law of the country where it was filed independent of whether a U.S.
patent on similar technology was granted. Certain foreign countries have patent working requirements that require a patent owner to
practice a patented invention within the respective country. A patent in a foreign country may be subject to cancellation, forfeiture,
compulsory license or other penalty if the claimed invention has not been worked in that country. Meeting the requirements of working
an invention differs by country and ranges from sales in the country to manufacturing in the country. U.S. export law, or the laws of
some foreign countries, may prohibit us from satisfying the requirements for working the invention, creating a risk that some of our
international patents may become unenforceable. In a country in which we do not have a patent or a country in which our patent in that
country is unenforceable or unenforced, other companies and makers of similar products may be able to copy our products or features
of our products without consequence, thus limiting our ability to capture market share or protect our technology, which could
materially harm our business prospects and operating results.

The use of open-source software in our products, services and technologies may expose us to additional risks and harm our
intellectual property.

Open-source software is typically freely accessible, usable and modifiable. Certain open source software licenses require a user
who intends to distribute the open source software as a component of the user’s software to disclose publicly part or all of the source
code to the user’s software or require the user of such software to make any derivative works of the open source code available to
others on potentially unfavorable terms or at no cost. The terms of many open-source licenses have not been interpreted by courts, and
there is a risk that those licenses could be construed in a manner that imposes unanticipated conditions or restrictions on our ability to
commercialize our products, services and technologies. In that cvent, we could be required to seek licenses from third parties to
continue offering our products, to re-develop our products, to discontinue sales of our products or to release our proprietary software
code under the terms of an open-source license, any of which could harm our business. Although we aim to avoid any use of open
source software in our products, services and technologies, and otherwise only use open source software available under permissive
open source licenses, it is possible that other manners of use, including those that a third-party may allege to be in breach of a
corresponding open source license, may have inadvertently occurred in deploying our products, services and technologies. If a third-
party software provider has incorporated certain types of open-source software into software we license from such third-party for our
products, services and technologies without our knowledge, we could be required to disclose the source code to our products, services
and technologies. This could harm our intellectual property position as well as our business prospects, operating results and financial
condition.
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A variety of new and existing laws and/or interpretations could materially and adversely affect our business.

As detailed in “Item 1. Business — Government Regulation” in this Annual Report on Form 10-K, we are subject to a variety of
laws and regulations in the United States and abroad that involve matters central to our business, including laws and regulations related
to: privacy, data protection, security, retention and deletion; rights of publicity; content; intellectual property; regulation of certain of
our CEDs as firearms; advertising; marketing; distribution; electronic contracts and other communications; competition; consumer
protection; telecommunications; product liability; taxation; labor and employment; sustainability; economic or other trade prohibitions
or sanctions; securities; and online payment services. The introduction of new products and expansion of our activities in certain
jurisdictions, including through acquisitions, or other actions that we may take may subject us to additional laws, regulations or other
government scrutiny. There are several legislative proposals in the United States, at both the federal and state level, that could impose
new obligations in areas affecting our business. In addition, foreign privacy, data protection, content, competition, sustainability and
other laws and regulations can impose different obligations or be more restrictive than those in the United States.

These U.S. federal and state and foreign laws and regulations, which in some cases can be enforced by private parties in addition
to government entities, are constantly evolving and can be subject to significant change. As a result, the application, interpretation, and
enforcement of these laws and regulations are often uncertain and may be interpreted and applied inconsistently from country to
country and inconsistently with our current policies and practices. New laws and regulations (or new interpretations of existing laws
and regulations) could materially and adversely affect our business.

The cost of compliance with these laws and regulations is high and is likely to increase in the future. Additionally, these laws and
regulations, or any associated inquiries or investigations or other government actions, have in the past and may in the future delay or
impede the development of new products, result in negative publicity, cause customers to delay purchases, require significant
management time and attention, cause us to change our business practices, and subject us to remedies that may harm our business,
including civil or criminal liability, such as fines, demands or orders that we modify or cease existing business practices. For additional

details, refer to “Item I. Business — Government Regulation.”

We are subject to evolving corporate governance and public disclosure regulations and expectations, including with respect to
ESG matters, that could expose us to numerous risks.

We are subject to changing rules and regulations promulgated by several governmental and self-regulatory organizations,
including the SEC, the Nasdaq Stock Market and the Financial Accounting Standards Board (“FASB™). These rules and regulations
continue to evolve in scope and complexity and many new requirements have been created in response to laws enacted by Congress,
making compliance more difficult and uncertain. In addition, increasingly regulators, customers, investors, employees and other
stakeholders are focusing on ESG matters and related disclosures. These changing rules, regulations and stakeholder expectations have
resulted in, and are likely to continue to result in, increased general and administrative expenses and increased management time and
attention spent complying with or meeting such regulations and expectations. For example, developing and acting on initiatives within
the scope of ESG, and collecting, measuring and reporting ESG-related information and metrics can be costly, difficult and time-
consuming and is subject to evolving reporting standards, including the SEC’s recently adopted and stayed climate-related reporting
requirements, and similar proposals by other domestic or international regulatory bodies. Foreign governments have also enacted
legislation to address ESG issues, such as the UK Modem Slavery Act.

Additionally, unfavorable perception regarding our social initiatives, governance practices, diversity initiatives, the perceived or
actual impacts of our products and services, environmental policies or other growing concerns of our stakeholders, could adversely
affect our reputation. Any negative effect on our reputation could have an adverse effect on the size of our customer base, which could
adversely affect our business and financial results. We have been, and may be in the future, subject to informal private or public
inquiries and formal proxy proposals by activists urging us to take certain corporate actions related to ESG matters, which may not be
aligned with our best interests. These activities may adversely affect our business in a number of ways, since responding to inquiries or
proposals can be costly, time-consuming, and disruptive to our operations and could meaningfully divert our resources, including the
attention of our management team and our employees.

We may also communicate certain initiatives and goals, regarding environmental matters, diversity, responsible sourcing and
social investments and other ESG-related matters, in our SEC filings or in other public disclosures. These initiatives and goals within
the scope of ESG could be difficult and expensive to implement, the technologies needed to implement them may not be cost effective
and may not advance at a sufficient pace, and we could be criticized for the accuracy, adequacy or completeness of the disclosure.
Further, statements about our ESG-related initiatives and goals, and
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progress against those goals, may be based on standards for measuring progress that are still developing, internal controls and processes
that continue to evolve, and assumptions that are subject to change in the future. In addition, we could be criticized for the scope or
nature of such initiatives or goals or for any revisions to these goals. Given the dynamic nature of ESG expectations, standards and
regulations, which may change over time, we may from time to time need to update or otherwise revise our current practices, initiatives
and goals, including in response to legislative or legal developments. If our ESG-related data, processes and reporting are incomplete or
inaccurate, or if we fail to achieve progress with respect to our goals within the scope of ESG on a timely basis, or at all, we may be
exposed to potential liability or litigation, and our reputation, business, financial performance and growth could be adversely affected.

Our amended and restated bylaws include exclusive forum provisions that could increase costs to bring a claim, discourage
claims or limit the ability of our shareholders to bring a claim in a judicial forum viewed by shareholders as more favorable for
disputes.

Our amended and restated bylaws provide that, unless we consent in writing to the selection of an alternative forum, the Chancery
Court of the State of Delaware will be, to the fullest extent permitted by law, the sole and exclusive forum for (i) any derivative action
or proceeding brought on our behalf; (ii) any action asserting a claim of breach of a fiduciary duty owed by any of our directors,
officers or shareholders; (iii) any action asserting a claim arising pursuant to any provision of the Delaware General Corporation Law
or of our amended and restated certificate of incorporation or our amended and restated bylaws; or (iv) any action asserting a claim
against us or any of our directors or officers governed by the internal affairs doctrine. In addition, our amended and restated bylaws
also provide that, unless we consent in writing to the selection of an alternative forum, the federal district courts of the United States
shall be the exclusive forum for the resolution of any claim arising under the Securities Act. The exclusive forum provision in our
amended and restated bylaws does not apply to suits brought to enforce any duty or liability created by the Exchange Act or any other
claim for which the federal courts have exclusive jurisdiction.

The choice of forum provision may increase costs to bring a claim, discourage claims or limit a shareholder’s ability to bring a
claim in a judicial forum that it finds favorable for disputes with Axon or Axon’s directors, officers or other employees, which may
discourage such lawsuits against Axon or Axon’s directors, officers and other employees. Alternatively, if a court were to find the
choice of forum provision contained in our amended and restated bylaws to be inapplicable or unenforceable in an action, we may incur
additional costs associated with resolving such action in other jurisdictions.

Risks Related to our Convertible Notes

Fulfilling our debt obligations requires significant cash resources, and we may not have sufficient cash flow to pay our debt.

As of December 31, 2024, we had $690.0 million in aggregate principal amount outstanding under our 2027 Notes. Our ability to
meet our debt obligations, including making our scheduled payments of the principal and interest payments or refinancing our
indebtedness, depends on our future performance, which is subject to economic, financial, competitive, and other factors, many of
which are beyond our control. If our business fails to generate sufficient cash flow from operations to meet these obligations and fund
capital expenditures, we may be required to adopt one or more alternatives, such as asset sales, debt restructuring, or raising additional
equity capital, which could involve unfavorable or dilutive terms. Additionally, our ability to refinance our indebtedness will depend on
market conditions and our financial standing at such time, which may not be favorable. Failure to engage in any of these activities on
desirable terms could result in a default on our debt obligations.

The conditional conversion feature of the Notes, if triggered, may adversely affect our financial condition and operating results.

If the conditional conversion feature of the Notes is triggered, holders of Notes may choose to convert their Notes during
specified periods at their discretion. If one or more holders elect to convert their Notes, we would be required to settle any converted
principal amount in cash, which could adversely impact our liquidity. Moreover, even if no holders elect to convert their Notes,
applicable accounting rules may require that we reclassify all or a portion of the outstanding principal of the Notes to a current liability.
Such reclassification would materially reduce our net working capital, potentially affecting our financial flexibility and stability.
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Conversion of the Notes may dilute the ownership interest of our shareholders or could depress the price of our common stock.

The conversion of some or all of the Notes could dilute our sharcholders’ ownership interests. Upon conversion, we have the
option to pay or deliver cash, shares of our common stock, or a combination of both. If we elect to settle the remainder, if any, of our
conversion obligation exceeding the principal amount of the Notes with shares of our common stock or a mix of cash and stock, any
sales in the public market of our common stock issuable upon such conversion could adversely affect prevailing market prices of our
common stock. Additionally, the existence of the Notes may encourage short selling by market participants because the conversion of
the Notes could be used to satisfy short positions, or anticipated conversion of the Notes into shares of our common stock could depress
the market price of our common stock.

Changes in the accounting treatment for the Notes could have a material effect on our reported financial results.

As of January 1, 2022, we adopted ASU 2020-06, which affects the accounting treatment of the Notes. Accordingly, we do not
bifurcate the liability and equity components of the Notes on our consolidated balance sheet and use the if-converted method of
calculating diluted earnings per share (“EPS”). Under this method, diluted EPS will generally be calculated assuming that all the Notes
were converted solely into shares of common stock at the beginning of the reporting period, unless the result would be anti-dilutive,
which could adversely affect our diluted EPS. Because the principal amount of the Notes upon conversion is required to be paid in
cash, and only the excess is permitted to be settled in shares, the application of the if-converted method will produce a similar result as
the treasury stock method prior to the adoption of ASU 2020-06. The effect of the treasury stock method is that the shares issuable
upon conversion of such Notes are not included in the calculation of diluted EPS except to the extent that the conversion value of such
Notes exceeds their principal amount.

In accordance with ASU 2020-06, the Notes are reflected as a liability on our consolidated balance sheets, with the initial carrying
amount equal to the principal amount of the Notes, net of issuance costs. The issuance costs have been treated as a debt discount for
accounting purposes, which are and will be amortized into interest expense over the term of the Notes. As a result of this amortization,
the interest expense that we recognize for the Notes for accounting purposes is greater than the cash interest payments payable on the
Notes, thereby resulting in lower reported income.

Future changes made to our accounting standards related to the Notes could have a material effect on our reported financial
results.

The 2027 Note Hedge and Warrant transactions may impact the value of the Notes and our common stock.

In connection with the pricing of the Notes, we have entered into 2027 Note Hedge transactions and Warrant Transactions with
the option counterparties. The Note Hedge transactions are intended to reduce the potential dilution to our common stock upon any
conversion of Notes and offset any cash payments we are required to make in excess of the principal amount of converted Notes.
However, the Warrant transactions could have a dilutive effect on our common stock to the extent that the market price per share of our
common stock exceeds the strike price of the Warrants.

Additionally, the option counterparties or their affiliates may modify their hedge positions by entering into or unwinding various
derivatives tied our common stock, or by buying or selling our common stock or other securities in secondary market transactions
following the pricing of the Notes. These activities could occur prior to the maturity of the Notes, or and in connection with any

conversion, redemption, or repurchase of the Notes. Such actions could cause fluctuations in the market price of our common stock,
either increasing or decreasing its value.

If any of the Note Hedge and Warrant transactions fail to become effective, counterparties or their affiliates may unwind their
hedge positions, which could adversely affect the value of our common stock.

The potential effect of these transactions and activities on the market price of our common stock will depend in part on market

conditions and other factors beyond our control, and their impact cannot be ascertained at this time. Any of these activities could
adversely affect the value of our common stock.

We are exposed to counterparty risk with respect to the 2027 Note Hedge transactions.
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The option counterparties for the 2027 Note Hedge transactions are financial institutions, and we face the risk that any or all of
them might default on their obligations under these transactions. Our exposure to this credit risk is unsecure, as the option
counterparties have not secured their obligations by any collateral.

If an option counterparty becomes subject to insolvency proceedings, we will become an unsecured creditor in those proceedings
with a claim equal to our exposure under the 2027 Note Hedge transactions at that time. Our exposure will depend on many factors,
including an increase in the market price and volatility of our common stock.

A default by an option counterparty could lead us to suffer adverse tax consequences and result in greater dilution of our common

stock than we currently anticipate. We cannot provide assurances as to the financial stability or solvency of the option counterparties,
and any default could materially and adversely affect our financial results and shareholder value.

Item 1B. Unresolved Staff Comments
None.

Item 1C. Cybersecurity

Cybersecurity Risk Management and Strategy

Our business is highly dependent on our information systems, including our ability to operate them effectively and to successfully
implement new technologies, methods and processes, as well as adequate controls and cybersecurity incident recovery plans. We rely
on our information systems to manage our business, data, communications, supply chain, ordering, pricing, billing, inventory
replenishment, accounting functions and other processes. In addition, we must protect the confidentiality and integrity of the data of our
business, employees, customers and other third parties. Our business involves the collection, processing, storage and transmission of
personally identifiable information and other sensitive and confidential information. This data is wide ranging and relates to our
employees, customers and third parties, including the subjects of law enforcement. Our compliance obligations include those
prescribed under the laws and regulations that dictate whether, how and under what circumstances we can receive, process, hold and/or
transfer certain data that is critical to our operations, including data shared between countries or regions in which we operate and data
shared among our products and services.

As part of our company-wide culture of security, we maintain a formal cybersecurity and information security program that is
aligned with the standards set forth by the International Organization for Standardization (“ISO”), the American Institute of Certified
Public Accountants in Systems and Organization Controls 2, the Criminal Justice Information Services, the Federal Risk and
Authorization Management Program and the National Institute of Standards and Technology. Our Information Security Team maintains
the program, which is designed to ensure proper monitoring, prevention, detection, mitigation and remediation of cybersecurity
vulnerabilities, including the prompt investigation and management of all reported or discovered security events, including
cybersecurity threats and incidents, in our ordinary course of business.

Our cybersecurity and information security programs are designed to comply with key global financial regulations and
cybersecurity laws in the jurisdictions in which we operate. The program includes taking several proactive steps to prepare for attempts
to compromise our information systems. To provide for the availability of critical data and systems, maintain regulatory compliance,
manage our material cybersecurity risks, and protect against, detect and respond to cybersecurity threats and incidents, we undertake
the below listed activities:

+  closely monitor emerging data protection laws and implement changes to our processes designed to comply;

« undertake regular reviews (at least annually) of our consumer facing and internal policies and statements related to
cybersecurity;

- proactively inform our customers of substantive changes related to customer data handling;
+  conduct annual information security training for all employees;

«  recruit and retain highly skilled cybersecurity professionals, and provide regular training and development opportunities for
our cybersecurity and information security employees;

«  conduct regular phishing email simulations for all employees and all contractors with access to corporate email systems to
enhance awareness and responsiveness to such possible threats;
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«  through policy, practice and contract (as applicable), require employees, as well as third parties who provide services on our
behalf, to treat customer information and data with care;

- perform due diligence on third-party vendors and, based on our risk assessment, put in place contractual undertakings and
oversight to manage and reduce the risks associated with third-party vendors;

« run tabletop exercises to simulate a response to a cybersecurity incident and use the findings to improve our technologies,
methods and processes;

«  conduct regular risk assessments of our information systems to identify weaknesses, and develop and implement mitigations
to improve our cybersecurity and information security program;

«  conduct regular security assessments, vulnerability scans, and penetration tests (including by third-party assessment firms) of
products systems and internal systems to discover vulnerabilities and apply appropriate mitigations within standardized
timelines;

«  maintain, implement, evaluate and update our cybersecurity technologies to address threats and vulnerabilities; and

« carry information security risk insurance that provides protection against the potential losses arising from a cybersecurity
incident.

Third-Party Monitoring and External Reviews

Axon utilizes the assistance of third-party technology and providers to support our objective of protecting our information,
information systems and network. Services provided by third parties to assess the performance of our cybersecurity risk management
systems and procedures and to identify cybersecurity risks to the Company include assessing products and internal systems for
vulnerabilities, incident response services such as computer forensics, internal and external audits for security certifications globally
and overall security program maturity evaluations. Axon and our service providers have also developed systems and processes that are
designed to protect our and our customers’ data, to prevent data loss, and to prevent or detect cybersecurity threats and incidents.

Material findings, notable weaknesses and suggestions are presented to the Enterprise Risk and Compliance Committee of the
Company’s Board of Directors (the “ERC Committee™) as discussed below.

Cybersecurity Management Team

Our cybersecurity and information security program, which includes data privacy, is the responsibility of our Chief Information
Security Officer (“CISO”), who oversees our global information security program. Our current CISO has served in various information
technology and information security roles over the past 20 years including roles at Netflix, Salesforce and Facebook, and has served as
CISO since February 2024. He also has relevant degrees and certifications, including a Master of Science degree in Information
Assurance from Iowa State University. The information security program has been built over the last 10 years under the leadership of
experienced Information Security professionals.

Our CISO attends quarterly meetings of our Disclosure Committee and provides input on disclosures in our Quarterly Reports on
Form 10-Q and Annua! Reports on Form 10-K, including the relevant risk factors set forth therein. Our CISO, along with the
Information Security Team, also leads our Security Incident Response Team, which is responsible for investigating suspected
cybersecurity threats and incidents. In the event of a possibly material cybersecurity incident, the Information Security Team also
includes the following executive team members: Corporate General Counsel, Chief Legal Officer, Chief Accounting Officer, Chief
Operating Officer & Chief Financial Officer and, to the extent practicable or relevant, other senior executives.

Board of Directors Oversight

As a part of its oversight of the key risks facing Axon, our Board of Directors devotes significant time and attention to data and
systems protection, including cybersecurity and information security risk. While the Audit Committee of the Company’s Board of
Directors (the “Audit Committee”) reviews any significant legal, compliance or regulatory matters that may have a material impact on
our business, financial statements or compliance policies generally, it does so in consultation with our ERC Committee with respect to
any such matters that involve cybersecurity, data privacy or information technology. The Chair of our ERC Committee is also a
member of our Audit Committee, which facilitates close coordination between the two committees on cybersecurity, data privacy and
information technology matters.

Our ERC Committee oversees our overall approach to enterprise risk management, of which cybersecurity is an important
component. The ERC Committee and its Chair, in coordination with the Information Security Team and CISO, regularly review the
categories of risk the Company faces, including any cybersecurity risk exposures, as well as the
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likelihood of occurrence, the potential impact of those risks, and the steps management has taken to monitor, mitigate and control such
exposures. To facilitate these reviews, the Information Security Team and CISO report at least quarterly to the ERC Committee with
respect to cybersecurity risks, including those identified through review of our business, of rising threats in the industry, and of the
current state of our cybersecurity and information security program. The ERC Committee makes regular reports to the full Board of
Directors regarding updates on cybersecurity and other risks.

Incident Response and Assessment Policies and Procedures

Axon has implemented our cybersecurity and information security program and cybersecurity incident response plan to protect
our and our customers’ data from, and mitigate the effects of, unintentional disclosure as well as cybersecurity threats and incidents of
all severity levels. Our program and response plan outline actions to be taken after identifying a suspected cybersecurity threat or
incident and the people responsible for managing those actions. We have also implemented disclosure controls and procedures for
determining the materiality of a cybersecurity incident to outline disclosure and communications responsibilities during cybersecurity
incidents of all severity levels.

In the event of a possibly material cyber incident, the Security Incident Response Team, under the direction of the Corporate
General Counsel and/or the Chief Legal Officer, would collect and document information relevant to materiality and make a threshold
determination as to whether such cybersecurity incident (including those occurring on the information systems of third parties) is
potentially material. The Security Incident Response Team would meet with the Chair of the ERC Committee to review the preliminary
findings of the Security Incident Response Team, including the possible factors in determining materiality. If the Security Incident
Response Team and the Chair of the ERC Committee determine that the cybersecurity incident warrants further review after
consideration of such findings and factors, the Audit Committee would be convened for a meeting (to which all members of the ERC
Committee would be invited) to review the cybersecurity incident and the findings of the Security Incident Response Team and the
Chair of the ERC Committee. The Audit Committee would then make a materiality determination consistent with SEC guidance and by
considering relevant quantitative and qualitative factors, informed by any recommendations of the ERC Committee and/or its Chair.

Any materiality assessment that results in a determination that a cybersecurity incident is not material would be reported by the
Information Security Team, or appropriate members of management, to the ERC Committee at its next scheduled meeting.

At this time, we have not identified any risks from known cybersecurity threats, including as a result of prior cybersecurity
incidents, that have materially affected us, including our operations, business strategy, results of operations or financial conditions.
However, we face certain ongoing risks from cybersecurity threats that, if realized, are reasonably likely to materially affect us,
including our operations, business strategy, results of operations or financial condition. For additional details, refer to Item 1A in Part I
of this Annual Report on Form 10-K.
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Item 2. Properties

Our primary corporate headquarters are spread across five facilities and approximately 400,000 square feet in the Phoenix,
Arizona metropolitan area. As of December 31, 2024, we had more than 31 leased locations including Phoenix and Scottsdale, Arizona;
East Point and Peachtree, Georgia; Seattle, Washington; Boston, Massachusetts; San Francisco, California; Westerville, Ohio;
Washington, D.C,; Melbourne and Sydney, Australia; Brussels, Belgium; Daventry and London, England; Tampere, Finland;

Dietzenbach and Kassel, Germany; Dethi, India; Amsterdam, Netherlands; Ho Chi Minh City and Hanoi, Vietnam; Athens, Greece;
Madrid, Spain; Rome, Italy; Toronto, Canada; and Odense, Denmark. We also own a parcel of land located in Scottsdale, Arizona.

We believe our existing facilities are well maintained and in good operating condition. We also believe we have adequate
manufacturing capacity for our existing product lines. To the extent that we continue to grow and introduce new products in the future,
we will need to acquire additional facilities to locate the associated production lines. However, we believe we can acquire or lease such
facilities on reasonable terms. We continue to make investments in capital equipment as needed to meet anticipated demand for our
products.

The majority of our locations support both of our reportable segments, except for our Vietnam, F inland, and Seattle, Washington
locations, which primarily support our Software & Sensors segment.

Item 3. Legal Proceedings

See discussion of litigation in Note 13 included in Part II, Item 8 of this Annual Report on Form 10-K, which discussion is
incorporated by reference herein.

Item 4. Mine Safety Disclosures
None.
PART 11
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information
Our common stock is quoted under the symbol “AXON” on The NASDAQ Stock Market LLC
Holders
As of February 24, 2025, there were 203 holders of record of our common stock.
Dividends

To date, we have not declared or paid cash dividends on our common stock. We do not intend to pay cash dividends in the
foreseeable future.

Issuer Purchases of Equity Securities
In February 2016, our Board of Directors authorized a stock repurchase program to acquire up to $50.0 million of our outstanding
common stock subject to stock market conditions and corporate considerations. The stock repurchase program does not have a stated

expiration date. During the year ended December 31, 2024, no common shares were purchased under the program. As of December 31,
2024, $16.3 million remained available under the plan for future purchases.

41

https:/iwww.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 77/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

Stock Performance Graph

The following stock performance graph compares the performance of our common stock to the NASDAQ Composite Index and
S&P 500 Index.

The graph covers the period from December 31, 2019 to December 31, 2024. The graph assumes that the value of the investment
in our stock and in each index was $100 at December 31, 2019, and that all dividends were reinvested. We do not pay dividends on our
common stock.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN
Among Axon Enterprise, Inc., the NASDAQ Composite Index, and the S&P 500 Index
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Index data copyright NASDAQ and Standard and Poor’s, Inc. Used with permission. All rights reserved.

Item 6. [Reserved]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is designed to provide a
reader of our consolidated financial statements with a narrative from the perspective of our management on our financial condition,
results of operations, liquidity and certain other factors that may affect our future results. Our MD&A should be read in conjunction
with the other sections of this Annual Report on Form 10-K, including “Part I, Item 1A - Risk Factors” and “Part II, Item 8 - Financial
Statements and Supplementary Data.” The various sections of our MD&A contain a number of forward-looking statements, all of
which are based on our current expectations and could be affected by the uncertainties and risk factors described throughout this filing.
The tables in the MD&A sections below are derived from exact numbers and may have immaterial rounding differences.

Our MD&A discusses our results of operations for the year ended December 31, 2024 as compared to the year ended
December 31, 2023. For a discussion and analysis of the year ended December 31, 2023 as compared to the year ended December 31,
2022, refer to Management’s Discussion and Analysis of Financial Condition and Results of Operations included in Part II, Item 7 of
our Annual Report on Form 10-K for the year ended December 31, 2023, filed with the SEC on February 27, 2024.

Overview

Axon is building the public safety operating system of the future by integrating a suite of hardware devices and cloud software
solutions that not only revolutionize modern policing but also cater to federal agencies, corrections, justice and enterprise-level security
and safety needs. Axon’s suite includes cloud-hosted digital evidence management solutions, productivity and real-time operations
software, body cameras, in-car cameras, TASER energy devices, robotic security and training solutions. Axon’s growing global
customer base includes first responders across international, federal, state, and local law enforcement, fire, corrections, and emergency
medical services, as well as the justice sector, commercial enterprises, and consumers.

Our revenues for the year ended December 31, 2024 were $2.1 billion, an increase of $521.8 million, or 33.4%, from the
comparable period in the prior year. We had income from operations of $58.5 million, compared to $156.9 million for the same period
in the prior year. Gross margin dollars increased $285.9 million but decreased as a percentage of revenue to 59.6% from 61.2%
compared to the same period in the prior year. The decrease was primarily driven by higher stock-based compensation expense and
amortization of acquired intangibles. Excluding the impacts of stock-based compensation expense and intangibles amortization in costs
of goods sold, adjusted gross margin increased to 63.2% for the year ended December 31, 2024, compared to 61.8% for the same
period in the prior year, primarily due to an increased mix of high-margin Axon Cloud & Services revenue and investments in TASER
automation and cost-reduction initiatives. Operating expenses increased $384.2 million, reflecting an increase in salaries, benefits, and
stock-based compensation expenses, as well as an increase in professional and consulting expenses related to transaction costs. For the
year ended December 31, 2024, we recorded net income of $377.0 million which included net realized and unrealized gains on fair
value adjustments of strategic investments of $162.9 million, a net unrealized gain on marketable securities of $120.3 million, and
interest income, net of $36.6 million. Net income of $175.8 million for the comparable period in the prior year reflected net unrealized
losses of $80.5 million related to impairment and observable price changes for our existing investments and related warrants, interest
income, net of $42.1 million, and a net unrealized gain of $38.7 million on marketable securities.

Certain prior period amounts previously reported on our consolidated financial statements have been revised to correct for
immaterial errors, as described in Note 1, Note 23 and Note 24 included in Part IL, Item 8 of this Annual Report on Form 10-K.

Additionally, in Q1 2025 we approved a plan to realign our business to better reflect our continued growth and expansion of
product, software and service offerings. Previously reported within two reportable segments, TASER and Software and Sensors, we
will prospectively reorganize our business in a manner that provides increased transparency and distinction between our hardware and
software and services components. As a result of the reorganization, effective with the first quarter of fiscal year 2025, our financial
results will be reported in two reportable segments, Connected Devices and Software & Services, which our CODM will use to
regularly review information, allocate resources and assess performance. Connected Devices will include hardware products, such as
CEDs, body cameras, and drones. Software & Services will include products that integrate with our suite of connected devices, such as
Axon Evidence, RMS and other cloud services.
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We are currently assessing the impact of this change on our financial reporting and related segment disclosures. We intend to
recast prior period segment information to conform to the new reporting structure, as necessary, to ensure consistency and
comparability across reporting periods.

Results of Operations

The following table presents data from our consolidated statements of operations as well as the percentage relationship to total net
sales of items included in our statements of operations (dollars in thousands):

Year Ended December 31,
2024 2023

Net sales from products $ 1,221,292 586% $ 964,002 61.8%
Net sales from services 861,234 41.4 596,697 38.2

Net sales 2,082,526 100.0 1,560,699 100.0
Cost of product sales 618,136 29.7 447,708 28.7
Cost of service sales 223,010 10.7 157,538 10.1

Cost of sales 841,146 40.4 605,246 38.8
Gross margin 1,241,380 59.6 955,453 61.2

Selling, general and administrative 741,247 35.6 494 884 31.7

Research and development 441,593 21.2 303,719 19.5
Total operating expenses 1,182,840 56.8 798,603 51.2
Income from operations 58,540 2.8 156,850 10.0
Interest income, net 36,595 1.8 42,112 2.7
Other income (loss), net 286,369 13.8 41,901 2.7
Income before provision for income taxes 381,504 18.3 157,061 10.1
Provision for (benefit from) income taxes 4,470 0.2 (18,722) (1.2)
Net income S 377,034 18.1% $ 175,783 11.3%

The following table presents our revenues disaggregated by geography (dollars in thousands):

Year Ended December 31,
2024 2023
United States $ 1,775,194 85% $ 1,335,516 86 %
Other countries 307,332 15 225,183 14
Total $ 2,082,526 100% $ 1,560,699 100 %

International revenue increased as a percentage of revenue compared to the prior year, primarily driven by increased sales in our
Americas region (i.e., Central America, South America, and Canada).
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Net Sales

Net sales by product line were as follows (dollars in thousands):

Year Ended December 31, Dollar Percent
2024 2023 Change Change
TASER segment:
TASER Devices (Professional) $ 453,055 21.8% $ 333,923 214% $ 119,132 35.7%
Cartridges 246,766 11.8 193,285 124 53,481 27.7
Axon Evidence and Cloud Services 54,913 2.6 35,680 2.3 19,233 53.9
Extended Warranties 37,515 1.8 31,689 2.0 5,826 18.4
Other ! 26,424 1.3 18,933 1.2 7,491 39.6
TASER segment 818,673 39.3 613,510 39.3 205,163 33.4
Software and Sensors segment:
Axon Evidence and Cloud Services 808,256 38.8 566,003 36.3 242,253 42.8
Axon Body Cameras and Accessories 246,855 11.9 183,023 1.7 63,832 349
Axon Fleet Systems 104,890 5.0 121,842 7.8 (16,952) (13.9)
Extended Warranties 66,141 32 55,154 35 10,987 19.9
Other @ 37,711 1.8 21,167 1.4 16,544 78.2
Software and Sensors segment 1,263,853 60.7 947,189 60.7 316,664 334
Total net sales $ 2,082,526 1000% $ 1,560,699 100.0% $ 521,827 334 %

() TASER segment “Other” includes smaller categories, such as VR hardware, weapons training revenue such as revenue associated
with our Master Instructor School, and TASER consumer device sales.

@ Software and Sensors segment “Other” includes revenue from items including Signal Sidearm, Interview Room, Axon Air,
partners’ contra-revenue and other sensors and equipment.

Net sales for the TASER segment for the year ended December 31, 2024 increased $205.2 million, or 33.4%, as compared to the
prior year, primarily due to an increase of $119.1 million in TASER devices and an increase of $53.5 million in cartridge revenue. The
increase is primarily related to continued adoption of our newest device, TASER 10. The increase in revenue from Axon Evidence and
cloud services of $19.2 million was driven by an increase in the number of cloud-connected TASER devices in the field and software
revenue tied to our VR solution. An increase in TASER devices in the field drove the $5.8 million increase in extended warranties, as
most of those devices are sold with extended warranties. The $7.5 million increase in "Other" revenue is primarily driven by increased
VR hardware volume.

Net sales for the Software and Sensors segment for the year ended December 31, 2024 increased $316.7 million, or 33.4%, as
compared to the prior year, as we continued to add users and associated devices to our network. The increase in the aggregate number
of users and growing adoption of our premium add-on features by existing customers drove the majority of the increase in Axon
Evidence and cloud services revenue of $242.3 million. Axon Body cameras and accessories revenue increased $63.8 million due to
higher unit sales. Partially offsetting the increase was a $17.0 million decrease in Axon Fleet systems revenue reflecting lower unit
volumes on more normalized deployment timelines. An increase in cameras and docks in the field drove the $11.0 million increase in
extended warranties, as most of those devices are sold with extended warranties. The $16.5 million increase in “Other” revenue was
primarily driven by demand for other product offerings within the Software and Sensors segment.

Gross Margin

As a percentage of net sales, gross margin for the TASER segment decreased to 58.6% from 60.6% for the years ended
December 31, 2024 and 2023, respectively. The decrease was primarily due to increased stock-based compensation expense. Excluding
the impacts of stock-based compensation expense, adjusted gross margin for the TASER segment is
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62.9% for the year ended December 31, 2024, compared to 60.9% for the same period in 2023. The increase is primarily due to
investments in automation and cost reduction initiatives.

As a percentage of net sales, gross margin for the Software and Sensors segment decreased to 60.2% from 61.6% for the years
ended December 31, 2024 and 2023, respectively. Within the Software and Sensors segment, hardware gross margin was 37.7% for the
year ended December 31, 2024, compared to 45.8% for the same period in 2023. Excluding the impacts of stock-based compensation
expense and amortization of acquired intangible assets, hardware adjusted gross margin decreased to 41.4% for the year ended
December 31, 2024, compared to 46.2% for the same period in 2023 primarily due to product mix and inventory reserve charges
associated with legacy products. Service gross margin increased to 73.0% for the year ended December 31, 2024 compared to 72.6%
for the same period in 2023. Excluding the impacts of stock-based compensation expense and intangibles amortization, service adjusted
gross margin increased to 75.8% for the year ended December 31, 2024, compared to 73.6% for the same period in 2023, due to higher
software revenue mix.

For the year ended December 31, 2024, we have seen an increase in stock-based compensation expense within our cost of goods
sold as a result of RSUs granted in January 2024 that generally vest in five annual instaliments from March 2024 through March 2028.
These RSUs were granted to employees whose compensation was under a specified threshold, including production-line employees. As
previously disclosed in Note 15 to our consolidated financial statements included within our Annual Report on Form 10-K for the year
ended December 31, 2023, Patrick W. Smith, our Chief Executive Officer, agreed to compensation in a lesser amount than the
Compensation Committee of our Board of Directors was otherwise willing to provide so that we could instead provide enhanced
compensation opportunities to certain of our other employees.

Selling, General and Administrative Expenses
SG&A expenses (dollars in thousands):

Year Ended December 31, Dollar

Percent
2024 2023 Change Change

Salaries, benefits and bonus $ 251,139 $ 215,100 $ 36,039 16.8 %
Sales and marketing 108,954 91,868 17,086 18.6
Stock-based compensation 190,561 58,533 132,028 225.6
Other 190,593 129,383 61,210 473
Total selling, general and administrative expenses $ 741,247  § 494884  § 246,363 49.8 %
SG&A expenses as a percentage of net sales 35.6 % 31.7%

Salaries, benefits and bonus expense increased $36.0 million in comparison to the prior year, which was primarily attributable to
an increase in headcount and higher wages.

Sales and marketing expense increased $17.1 million in comparison to the prior year, which was primarily attributable to
increased commissions of $12.4 million and an increase of $4.7 million related to in-person events.

Stock-based compensation expense increased $132.0 million in comparison to the prior year, which was primarily related to the
2024 Employee XSP and the 2024 CEO Performance Award that were approved by shareholders in the 2024 Annual Meeting of

Shareholders and increased headcount.

Other SG&A expenses increased $61.2 million in comparison to the prior year, primarily driven by the following:

. Professional and consulting expenses increased $21.5 million, primarily driven by transaction costs related to
business acquisitions and strategic investments for Fusus and Dedrone;

. Travel expenses increased $9.5 million, as a result of increased in-person meetings and lodging costs;

. Office and building expenses increased $7.1 million relating to building rent and property taxes;

. Supplies expenses increased $6.7 million primarily due to an increase in computer licenses.
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Research and Development Expenses

R&D expenses (dollars in thousands):

Year Ended December 31, Dollar Percent
2024 2023 Change Change
Salaries, benefits and bonus $ 233,247 $ 178,658 $ 54,589 30.6 %
Stock-based compensation 131,954 66,230 65,724 99.2
Other 76,392 58,831 17,561 29.8
Total research and development expenses $ 441,593 § 303,719 §$ 137,874 45.4 %
R&D expenses as a percentage of net sales 21.2 % 19.5%

Salaries, benefits, and bonus expense increased $54.6 million in comparison to the prior-year comparable period, which was
primarily attributable to an increase in headcount and higher wages.

Stock-based compensation expense increased $65.7 million which was primarily related to the 2024 Employee XSP that was
approved by shareholders in the 2024 Annual Meeting of Shareholders and increased headcount.

Other R&D expenses increased $17.6 million, primarily related to increased professional and consulting expenses related to the
launch of new products of $6.6 million, and increased internal cloud storage and service costs related to software product development
of $3.9 million.

Interest Income, Net

Interest income, net, was as follows (in thousands):

Year Ended December 31,
2024 2023
Interest income $ 43,693 § 49,107
Interest expense (7,098) (6,995)
Total interest income, net $ 36,595 % 42,112

The decrease in interest income for the year ended December 31, 2024 is primarily related to lower balances of available-for-sale
securities during the year. There were no material changes in interest expense for the year ended December 31, 2024 when compared
against the prior comparable period.

Other Income (Loss), Net

Other income (loss), net, was as follows (in thousands):

Year Ended December 31,

2024 2023
Realized and unrealized gain (loss) on fair value adjustments of strategic investments, net $ 162,887 $ (80,485)
Unrealized gain on marketable securities, net 120,330 38,700
Gain (loss) on foreign currency transactions, net 3,463 (504)
Other, net 311 388
Other income (loss), net $ 286,369 $ (41,901)
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In 2024, we recorded a realized gain of $93.9 million related to acquiring the remaining outstanding equity interests of two
previously held strategic investments and an unrealized gain of $75.6 million related to an observable price change for an existing
strategic investment and related warrants. The increase in unrealized gain on marketable securities for the year ended December 31,

2024 is driven by fair value changes for our existing marketable securities.
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In 2023, we recorded a net unrealized impairment loss of $71.9 million for an existing strategic investment and related warrants
and an unrealized loss of $8.6 million related to observable price changes for our existing investments and related warrants.

Provision for Income Taxes

The effective tax rate was 1.2% for the year ended December 31, 2024, compared to (11.9)% for the year ended December 31,
2023. The increase in the effective tax rate is primarily driven by higher pre-tax income, which reduced the relative impact of favorable
tax adjustments. The increase in current year rate is primarily driven by a lesser percentage of allowable stock based compensation
adjustment in comparison to pre-tax book income. Additionally, the R&D credit was a lesser percentage of pretax income which was
offset by the reversal of nontaxable gain on investments.

Provision for income taxes were as follows (dollars in thousands):

Year Ended December 31,
2024 2023 Change
Pre-tax income $ 381,504 $ 157,061 § 224,443
Provision for (benefit from) income taxes 4,470 (18,722) 23,192
Effective tax rate 1.2% (11.9% 13.1%

Net Income

We recorded net income of $377.0 million for the year ended December 31, 2024 compared to a net income of $175.8 million in
2023. Net income per basic share was $4.98 and diluted net income per share was $4.80 for 2024, compared to net income per basic
share of $2.37 and diluted net income per share of $2.33 for 2023.

Non-GAAP Measures

We utilize certain non-GAAP financial measures such as EBITDA, adjusted EBITDA, and adjusted gross margin as defined
below to enhance understanding of our financial results and related measures. Beginning with our first fiscal quarter of 2024, we have
added adjusted gross margin to our non-GAAP financial measures. We have adjusted for expenses that we believe are not indicative of
our core operating results. To improve comparability, prior periods have been conformed to the current period presentation. We use
these non-GAAP financial measures in evaluating our operating performance in comparison to prior periods. We believe that both

management and investors benefit from referring to these non-GAAP financial measures in assessing our performance, and when
planning and forecasting our future periods. A reconciliation of GAAP to the non-GAAP financial measures is presented below.

«  EBITDA (most comparable GAAP measure: Net income) — Earnings before interest expense, investment interest income,
income taxes, depreciation and amortization.

e Adjusted EBITDA (most comparable GAAP measure: Net income) — Eamings before interest expense; investment interest
income; income taxes; depreciation; amortization; noncash stock-based compensation expense; fair value adjustments
related to strategic investments and marketable securities; transaction and integration costs related to strategic investments
and acquisitions including adjustments related to the foreign currency impact of acquired intercompany balances that were
unsettled as of the reporting date and plan to be settled in the near term; inventory step-up amortization related to
acquisitions; certain litigation costs and recoveries related to (1) antitrust cases we consider to be non-recurring and outside
of our core operating results and (2) litigation matters for acquired companies that were unresolved at the date of the
acquisition; and other unusual, non-recurring pre-tax items that are not considered representative of our underlying
operating performance (listed in the tables below).

«  Adjusted gross margin (most comparable GAAP measure: Gross margin) — Gross margin before noncash stock-based
compensation expense, amortization of acquired intangible assets, and inventory step-up amortization related to
acquisitions.
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Although these non-GAAP financial measures are not consistent with GAAP, we believe investors will benefit by referring to
these non-GAAP financial measures when assessing our operating results, as well as when forecasting and analyzing future periods.

However, management recognizes that:

«  these non-GAAP financial measures are limited in their usefulness and should be considered only as a supplement to our

GAAP financial measures;

+  these non-GAAP financial measures should not be considered in isolation from, or as a sub

measures;

stitute for, our GAAP financial

+  these non-GAAP financial measures should not be considered to be superior to our GAAP financial measures; and

«  these non-GAAP financial measures were not prepared in accordance with GAAP and investors should not assume that

the

non-GAAP financial measures presented in this Annual Report on Form 10-K were prepared under a comprehensive set of

rules or principles.

EBITDA and Adjusted EBITDA reconcile to net income as follows (in thousands):

Year Ended December 31,

2024 2023
Net income $ 377,034 $ 175,783
Depreciation and amortization 56,815 32,638
Interest expense 7,098 6,995
Investment interest income (43,693) (49,107)
Provision for (benefit from) income taxes 4,470 (18,722)
EBITDA $ 401,724  § 147,587
Non-GAAP adjustments:
Stock-based compensation expense 382,604 131,358
Unrealized (gain) loss on strategic investments and marketable securities, net (192,067) 41,785
Realized gain on previously held minority interest, net (91,150) —
Transaction and integration costs related to strategic investments and acquisitions 15,249 4,501
Loss on disposal, abandonment, and impairment of property, equipment and intangible assets,
net — 317
Loss recoveries — (3,404)
Inventory step-up amortization 609 —
Litigation costs and related recoveries 1,761 241
Payroll taxes related to 2019 XSPP vesting and 2018 CEO Performance Award option
exercises 2,645 9,011
Adjusted EBITDA $ 521,375 § 331,396
49
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Adjusted gross margin reconciles to gross margin as follows (in thousands):

For the year ended December 31, 2024 For the year ended December 31, 2023
Software and Software and
TASER Sensors Total TASER Sensors Total
Gross margin 480,031 761,349 1,241,380 371,533 583,920 955,453
Stock-based compensation expense 34906 25,183 60,089 2,234 4,361 6,595
Amortization of acquired intangible assets 31 13,338 13,369 1 3,143 3,144
Inventory step-up amortization — 609 609 — — —
Adjusted gross margin $ 514,968 $ 800,479 $ 1,315.447 $ 373,768 $ 591424 $ 965,192
Gross margin 58.6 % 60.2 % 59.6 % 60.6 % 61.6 % 61.2%
Adjusted gross margin 62.9 % 63.3 % 63.2% 60.9 % 62.4 % 61.8 %
Liquidity and Capital Resources
Summary
December 31, December 31,
2024 2023 Dollar Change
Cash and cash equivalents $ 454844 § 598,545 §- (143,701)
Available-for-sale investments 333,235 644,054 (310,819)
Total $ 788,079 $ 1,242,599 §$ (454,520)

Our most significant source of liquidity continues to be funds generated by operating activities and available cash and cash
equivalents and short-term investments. As of December 31, 2024, we had $454.8 million of cash and cash equivalents, a decrease of
$143.7 million from December 31, 2023. Refer below for further discussions related to the change in cash and cash equivalents. As of
December 31, 2024, we had $333.2 million of available-for-sale investments, a decrease of $310.8 million from December 31, 2023
primarily as a result of the natural maturity of short term investments reinvested into cash and cash equivalents until utilized for our
acquisition activity in the period.

In addition, our revolving credit facility (the "Credit Agreement') is available for additional working capital needs or investment
opportunities. The Credit Agreement provides for a senior unsecured multi-currency revolving credit facility in an aggregate principal
amount of up to $200.0 million, $30.0 million of which is available for the issuance of letters of credit. As of December 31, 2024, and
2023, respectively, no amounts were drawn under the Credit Agreement. Under the terms of the line of credit, available borrowings are
reduced by outstanding letters of credit. As of December 31, 2024, we had letters of credit outstanding of approximately $7.8 million
under the facility and available borrowing of $192.2 million. Refer to Note 12 in Part II, Item 8 of this Annual Report on Form 10-K for
additional details related to our Credit Agreement and outstanding letters of credit.

We believe we have access to additional financing. However, there is no assurance that such funding will be available on terms
acceptable to us, or at all. We believe that our sources of funding will be sufficient to satisfy our currently anticipated cash
requirements, including capital expenditures, working capital requirements, potential acquisitions or investments, income and payroll
tax payments for net-settled stock awards, and other liquidity requirements through at least the next 12 months. We and our Board of
Directors may consider repurchases of our common stock. Further repurchases of our common stock would take place on the open
market, would be financed with available cash and are subject to authorization as well as market and business conditions.

Going forward, we expect to continue to be an opportunistic issuer of debt securities and may issue new debt securities from time
to time to fund our growth or refinance future debt maturities, among other things. In addition, from time to time, we may acquire our
debt securities (including our 2027 Notes) through open market purchases, redemptions, privately negotiated transactions, tender offers,
exchange offers or otherwise, upon such terms and at such prices as we may from time to time determine, for cash or other
consideration.
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Cash Flows
The following table summarizes our cash flows from operating, investing and financing activities (in thousands):

Year Ended December 31,

Dollar
2024 2023 Change
Operating activities $ 408,312 $ 189,263 $ 219,049
Investing activities (490,573) 12,476 (503,049)
Financing activities (45,437) 41,314 (86,751)
Effect of exchange rate changes on cash and cash equivalents (6,209) 2,065 : (8,274)
Net increase (decrease) in cash and cash equivalents and restricted cash $ (133,907) $ 245,118 § (379,025)
Operating activities
Year Ended December 31,
Dollar
2024 2023 Change
Net income ) 377,034 $ 175,783 $ 201,251
Stock-based compensation 382,604 131,358 251,246
Fair value adjustments on strategic investments and marketable securities,
net (283,217) 41,785 (325,002)
Deferred income taxes (85,096) (72,497) (12,599
Inventory and accounts payable 55,126 (12,297) 67,423
Receivables and contract assets (245.,842) (178,989) (66,853)
Deferred revenue 155,641 146,819 8,822
Other, net 52,062 (42,699) 94,761
Net cash provided by (used in) operating activities $ 408,312 $ 189,263 §$ 219,049

Net cash provided by operating activities in 2024 of $408.3 million consisted of $377.0 million in net income, a net add-back of
non-cash income statement items totaling $104.0 million and a $72.7 million net change in operating assets and liabilities. Included in
the non-cash items were $382.6 million in stock-based compensation expense, $283.2 million in fair value adjustments for the realized
and unrealized gains (losses) on our strategic investments and marketable securities, $48.4 million in depreciation and amortization
expense and $85.1 million in deferred income taxes. The change in fair value adjustments on strategic investments and marketable
securities was primarily driven by the realized gains on the acquisition of two previously held strategic investments, an observable
price change for an existing strategic investment and related warrants, and fair value gains for our marketable securities. The change in
receivables and contract assets was largely attributable to increased sales in 2024, particularly for sales made under subscription plans.
This was partly offset by the change in deferred revenue due to the timing of billing events. The change in inventory and accounts
payable was largely due to advanced raw material purchases for Axon Body 4 and TASER 10 CEDs to support future sales. The change
in deferred income taxes was primarily driven by R&D capitalization and additional GAAP expense for unvested stock-based
compensation, partially offset by non-taxable unrealized net investment gains.

Investing activities

Net cash used in investing activities was $490.6 million for the year ended December 31, 2024 compared to cash provided by
investing activities of $12.5 million for the comparable period in the prior year. The net investing cash outflow is driven by $621.8
million related to acquiring two previously held strategic investments, $113.4 million for strategic investments, and $78.8 million for
purchases of property and equipment, net of proceeds, partially offset by $1.0 billion of proceeds from calls, maturities and sales of
available-for-sale investments, less purchases of $680.0 million. This net cash outflow is primarily driven by greater acquisition and
strategic investment activities in the current period, when contrasted with the prior comparable period.
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Financing activities

Net cash used in financing activities was $45.4 million for the year ended December 31, 2024, compared to cash provided by
financing activities of $41.3 million for the comparable period in the prior year. The net financing cash outflow in the current period is
driven by the payment of income and payroll taxes on behalf of employees who net-settled stock awards during the period, whereas the
net financing cash inflow in the prior comparable period was primarily driven by net proceeds from our ATM offering and cash
received from the exercise of stock options where shares were sold to cover the exercise price, partially offset by the payment of
income and payroll taxes on behalf of employees who net-settled stock awards during the period.

Contractual Obligations

The following table outlines our future contractual financial obligations by period in which payment is expected, as of
December 31, 2024 (in thousands):

Short Long

Total Term Term
Operating lease obligations $ 69,466 $ 13,791 $ 55,675
Purchase obligations 909,675 504,270 405,405
Principal and interest payable on our convertible senior notes 699,996 3,383 696,613
Total contractual obligations $ 1,679,137 § 521,444 $ 1,157,693

Operating lease obligations include operating leases for office space, manufacturing and logistical functions, discussed further
within Note 18 in Part II, Ttem 8 of this Annual Report on Form 10-K. We regularly evaluate our real estate needs to identify
opportunities to reduce long-term cash requirements where practicable.

Purchase obligations include both open purchase orders and other purchase commitments, discussed further within Note 13 in
Part II, Item 8 of this Annual Report on Form 10-K. The open purchase orders represent both cancellable and non-cancellable purchase
orders with key vendors, which are included in this table due to our strategic relationships with these vendors.

In December 2022, we issued $690.0 million aggregate principal amount of our 2027 Notes (the "Notes") in a private offering,
which aggregate principal amount included the exercise in full of the initial purchasers’ option to purchase up to an additional $90.0
million principal amount of the Notes. The Notes mature on December 15, 2027 and bear interest at a fixed rate of 0.50% per annum,
payable semiannually in arrears on June 15 and December 15 of each year, beginning on June 15, 2023. On or after December 22,
2025, we may redeem for cash all or any portion of the notes in accordance with the optional redemption terms of the convertible debt
agreement. For additional details, refer to Note 12 in Part I, Item 8 of this Annual Report on Form 10-K.

Obligations related to our uncertain tax positions have been excluded from the table above because of the uncertainty surrounding
the timing and final amounts of any settlement. For additional details, refer to Note 14 in Part II, Item 8 of this Annual Report on Form
10-K.

Critical Accounting Estimates

We have identified the following accounting estimates as critical to our business operations and the understanding of our results
of operations. The preparation of this Annual Report on Form 10-K requires us to make estimates and assumptions that affect the
reported amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of our consolidated financial
statements, and the reported amounts of revenue and expenses during the reporting period. While we do not believe that a significant
change in these estimates is reasonably likely, there can be no assurance that our actual results will not differ from these estimates.

Inventory
Inventories are stated at lower of cost and net realizable value, using a standard cost method which approximates the first-in, first-

out method. Additional provisions are made to reduce excess, obsolete or slow-moving inventories to their net realizable value. These
provisions are based on our best estimate after considering historical demand, projected future
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demand, inventory purchase commitments, industry and market trends, and a variety of other factors. Changes in these underlying
assumptions can materially affect our provisions and the resulting net realizable value of our inventories. For additional discussion,
refer to Note 1 in Part I1, [tem 8 of this Annual Report on Form 10-K.

Revenue Recognition

We derive revenue from two primary sources: (1) the sale of physical products, including CEDs, Axon cameras, Axon Signal-
enabled devices, corresponding hardware extended warranties, and related accessories such as Axon docks, cartridges and batteries,
among others, and (2) subscriptions to our Axon Evidence digital evidence management SaaS offering (including data storage fees and
other ancillary services), which includes varying levels of support. To a lesser extent, we also recognize revenue from training,
professional services and other software and SaaS services. We apply the five-step model outlined in ASC 606, as discussed further in
Note 1 in Part II, [tem 8 of this Annual Report on Form 10-K.

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer, and is the unit of account
in ASC 606. For contracts with multiple performance obligations, we allocate the contract transaction price to each performance
obligation using our estimate of the standalone selling price (“SSP”) of each distinct good or service in the contract. Revenues are
recognized upon transfer of control of promised products or services to customers in an amount that reflects the consideration we
expect to receive in exchange for those products or services. Revenue is recognized net of allowances for returns. For additional
discussion, refer to Note 2 in Part II, Item 8 of this Annual Report on Form 10-K.

We determine the term of our arrangements based on identifying the contract with the customer. In certain of our arrangements,
the customer may have termination rights. In these instances, we determine if there is a substantive penalty. For contracts with a
substantive penalty, the accounting term will be the legal contract term, inclusive of the periods for which the customer termination
rights exist. In these contracts with no substantive penalty, we also consider if the option for our customer to purchase additional goods
or services represents an additional performance obligation in the form of a material right.

The timing of revenue recognition may differ from the timing of invoicing to customers. We generally have an unconditional right
to consideration when we invoice our customers and record a receivable. We record a contract asset when revenue is recognized prior
to invoicing, or a contract liability (deferred revenue) when revenue will be recognized subsequent to invoicing. For additional
discussion, refer to Note 1 in Part II, Item 8 of this Annual Report on Form 10-K.

Valuation of Goodwill, Intangible and Long-lived Assets

We evaluate whether events and circumstances have occurred that indicate the remaining estimated useful life of long-lived assets
and identifiable intangible assets, excluding goodwill and intangible assets with indefinite useful lives, may warrant revision or that the
remaining balance of these assets may not be recoverable. Such circumstances could include a change in the product mix, a change in
the way products are created, produced or delivered, or a significant change in the way products are branded and marketed. In
performing the review for recoverability, we estimate the future undiscounted cash flows expected to result from the use of the assets
and their eventual disposition. The amount of the impairment loss, if impairment exists, is calculated based on the excess of the
carrying amounts of the assets over their estimated fair values computed using discounted cash flows. As such, the key inputs into this
analysis are inherently subject to uncertainty and require significant judgments to be made.

Finite-lived intangible assets and other long-lived assets are amortized over their estimated useful lives. We do not amortize
goodwill and intangible assets with indefinite useful lives; rather such assets are tested for impairment at least annually or sooner
whenever events or changes in circumstances indicate that the assets may be impaired. In performing our annual impairment
assessments for goodwill and indefinite-lived intangible assets, we consider a variety of factors including (1) events impacting the
carrying value or composition of a reporting unit or asset group, respectively, (2) changes in the macroeconomic environment, (3)
adverse changes in our financial performance, (4) industry and market conditions, among others. Any significant changes in these
underlying assumptions may significantly affect our impairment conclusions and net book value of corresponding assets in our
consolidated financial statements. Based on our annual impairment assessments in the fourth quarter of 2024, no goodwill or indefinite-
lived intangible asset impairment was indicated. For additional details, refer to Note 1 in Part II, Item 8 of this Annual Report on Form
10-K.
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Income Taxes

We recognize federal, state and foreign current tax liabilities or assets based on our estimate of taxes payable or refundable in the
current fiscal year by tax jurisdiction. We also recognize federal, state and foreign deferred tax assets or liabilities, as appropriate, for
our estimate of future tax effects attributable to temporary differences and carry forwards.

Our calculation of current and deferred tax assets and liabilities is based on certain estimates and judgments and involves dealing
with uncertainties in the application of complex tax laws. Our estimates of current and deferred tax assets and liabilities may change
based, in part, on added certainty or finality to an anticipated outcome, changes in accounting or tax laws domestically and
internationally, or changes in other facts or circumstances.

Deferred tax assets are required to be reduced by a valuation allowance if it is more likely than not that some portion or all of the
net deferred tax assets will not be realized. In evaluating our ability to recover our deferred income tax assets, we consider all available
positive and negative evidence, including our operating results, the future reversals of deferred tax liabilities, forecast of future taxable
income and available tax planning strategies that could be implemented to realize the net deferred tax assets. Failure to achieve
forecasted taxable income can affect the realization of net deferred tax assets. We exercise significant judgment in determining our
provision for income taxes, our deferred income tax assets and liabilities, and our future taxable income for purposes of assessing our
ability to utilize any future tax benefit from our deferred income tax assets.

We operate in multiple tax jurisdictions and are subject to audit in these jurisdictions, generally years after our returns are filed.
These returns could be subject to material adjustments or differing interpretations of the tax laws. We record uncertain tax positions
when it has been determined that it is more-likely-than-not that a tax position will not be sustained upon examination by taxing
authorities based on the technical merits of the position. We use the criteria established in the accounting guidance to determine
whether an item meets the definition of more-likely-than-not. The Company’s policy is to recognize these uncertain tax positions when
the more-likely than-not threshold is met, when the statute of limitations has expired or upon settlement. Changes in assessments may
result in income tax benefit or additional expense in our consolidated financial statements. For additional details, refer to Note 14 in
Part i1, Item 8 of this Annual Report on Form 10-K.

Stock-Based Compensation

We have historically utilized stock-based compensation for key employees and non-employee directors as a means of attracting
and retaining talented personnel. We recognize compensation expense for our stock-based compensation program, which includes
grants of service-based restricted stock units (“RSUs”), performance-based restricted stock units (“PSUs”), and performance-based
stock options (“stock options”).

Vesting of performance stock units is contingent upon the achievement of certain performance criteria including, successful and
timely development and market acceptance of future product introductions and ongoing market performance, among others.
Compensation expense for performance awards is recognized based on our best estimate of the probability of the performance criteria
being satisfied using the most currently available projections, adjusted at each balance sheet date.

Our performance-based restricted stock units include eXponential stock units (“XSUs”) granted under the Axon Enterprise, Inc.
2024 Employee eXponential Stock Plan (the “2024 Employee XSP”) and the 2024 CEO Performance Award discussed further in Note
1 in Part I, Item 8 of this Annual Report. Stock-based compensation expense associated with the 2024 XSU awards is recognized over
the requisite service period, which is considered the longest explicit, implicit or derived service period for each respective tranche. We
utilized Monte Carlo simulations to evaluate a range of possible future stock price goals over the term of the awards at each of the
respective grant dates, the median of which was used as the basis for the derived service period for each tranche. Furthermore, we
measured the grant date fair value of each tranche utilizing a Monte Carlo simulation which considered various assumptions, including
expected volatility and an illiquidity discount. This simulation is based on a subjective assessment of our forward-looking financial
projections, taking into consideration statistical analysis. There is significant judgment required to determine the requisite service
period, grant date fair value, and probability of the performance criteria being satisfied. Changes in the subjective and probability-based
assumptions can materially affect the estimates of the fair value of the awards and timing of recognition of stock-based compensation
and consequently, the related amount recognized in our consolidated statements of operations and comprehensive income. For
additional details, refer to Note 1 and Note 16 in Part II, Item 8 of this Annual Report on Form 10-K.
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Contingencies and Accrued Litigation Expense

We are subject to the possibility of various loss contingencies arising in the ordinary course of business, including product-related
and other litigation. We consider the likelihood of loss or impairment of an asset or the incurrence of a liability, as well as our ability to
reasonably estimate the amount of loss in determining loss contingencies. An estimated loss contingency is accrued when it is probable
that an asset has been impaired or a liability has been incurred and the amount of loss can be reasonably estimated. We regularly
evaluate current information available to us to determine whether such accruals should be adjusted and whether new accruals are
required. We do not believe any currently identified claims or litigation will materially affect our financial condition, results of
operations or cash flows. However, litigation is subject to inherent uncertainties. If an unfavorable ruling were to occur, it may cause a
material adverse impact on the financial condition, results of operations or cash flows for the period in which the ruling occurs, or
future periods. For additional details, refer to Note 13 in Part II, Item 8 of this Annual Report on Form 10-K.

Strategic Investments

We have strategic investments which include equity and debt investments in a number of non-public technology driven
companies. The strategic investments are generally accounted for under the ASC 321 measurement alternative for equity securities
without readily determinable fair values, as there are no quoted market prices for the equity investments. Accordingly, the equity
investments will be carried at cost less impairment. These investments will be subsequently remeasured to fair value upon observable
price changes in an orderly transaction for the identical or similar investments. Additionally, if a qualitative assessment identifies
impairment indicators, then the equity investments must be evaluated for impairment and written down to fair value in the event
carrying value exceeds fair value. The debt strategic investment and the associated embedded derivatives are accounted for utilizing the
fair value option and remeasured through earnings on a periodic basis. For additional details relating to our valuation techniques, refer
to Note 1 and Note 8 in Part II, Item 8 of this Annual Report on Form 10-K.

Business Combinations

When we acquire a business, we allocate the purchase consideration to the liabilities assumed, intangible assets and other assets
acquired based on their estimated respective fair values. The excess of the fair value of purchase consideration over the fair values of
these identifiable assets and liabilities is recorded as goodwill. Additionally, in step acquisitions in which we acquire incremental equity
interests that provide us control of a business, the previously held equity interest is remeasured to fair value at the date the controlling
interest is acquired.

Critical estimates used in valuing certain acquired intangible assets include, but are not limited to, significant assumptions with
respect to time and resources required to recreate the assets acquired, actual and forecasted cash flows, long-term growth rates, market
royalty rates, and discount rates associated, amongst other factors. The values and estimated useful lives assigned to intangible assets
acquired in business combinations impact the amount and timing of future amortization expense. Remeasurement of previously held
equity interests to fair value is also dependent on these estimates. Our estimates of fair value are based upon assumptions believed to be
reasonable, but which are inherently uncertain and unpredictable and, as a result, actual results may vary. For additional details, refer to
Note 21 in Part I[, Item 8 of this Annual Report on Form 10-K.

55

https://www.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 100/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

We typically invest in a limited number of financial instruments, consisting principally of investments in money market accounts,
certificates of deposit, and corporate and municipal bonds with a typical long-term debt rating of “A” or better by any nationally
recognized statistical rating organization, denominated in U.S. dollars. All of our cash equivalents and investments are treated as
“available-for-sale”. To quantify our interest rate risk exposure, we perform a sensitivity analysis based on hypothetical changes in
interest rates. Based on investment positions as of December 31, 2024, a hypothetical 100 basis point increase in interest rates across all
maturities would result in a $0.7 million decline in the fair market value of the portfolio. Such losses would only be realized if we sold
the investments prior to maturity. For additional details, refer to Note 1 in Part I1, Item 8 of this Annual Report on Form 10-K.

Additionally, we have access to a $200.0 million line of credit borrowing facility which bears interest at SOFR plus 1.25 to 1.75%
per year determined in accordance with a pricing grid based on our net leverage ratio and consolidated interest coverage ratio. Under
the terms of the line of credit, available borrowings are reduced by outstanding letters of credit, which totaled $7.8 million at
December 31, 2024. At December 31, 2024, there was no amount outstanding under the line of credit, and the available borrowing
under the line of credit was $192.2 million. We have not borrowed any funds under the line of credit since its inception; however,
should we need to do so in the future, such borrowings could be subject to adverse or favorable changes in the underlying interest rate.

There have been no other material changes in our primary risk exposures or management of risks since the prior year.
Exchange Rate Risk

Our results of operations and cash flows are subject to fluctuations due to changes in foreign currency exchange rates, in each
case compared to the U.S. dollar, related to transactions by our foreign subsidiaries. The majority of our sales to international customers
are transacted in foreign currencies and therefore are subject to exchange rate fluctuations on these transactions. The cost of our
products to our customers increases when the U.S. dollar strengthens against their local currency, and we may have more sales and
expenses denominated in foreign currencies in future years which could increase our foreign exchange rate risk. Additionally,
intercompany sales to our non-U.S. dollar functional currency international subsidiaries are transacted in U.S. dollars which could
increase our foreign exchange rate risk caused by foreign currency transaction gains and losses.

To date, we have not engaged in any currency hedging activities. However, we may enter into foreign currency forward and
option contracts with financial institutions to protect against foreign exchange risks associated with certain existing assets and
liabilities, certain firmly committed transactions, forecasted future cash flows and net investments in foreign subsidiaries. However, we
may choose not to hedge certain foreign exchange exposures for a variety of reasons, including, but not limited to, the prohibitive
economic cost of hedging particular exposures. As such, fluctuations in currency exchange rates could harm our business in the future.

There have been no other material changes in our primary risk exposures or management of risks since the prior year.
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AXON ENTERPRISE, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

ASSETS

Current assets:
Cash and cash equivalents $
Marketable securities
Short-term investments

Accounts and notes receivable, net of allowance of $3,322 and $2,392 as of December 31, 2024 and December 31,
2023, respectively

Contract assets, net
Inventory

Prepaid expenses and other current assets

Tota] current assets
Property and equipment, net
Deferred tax assets, net
Intangible assets, net
Goodwill
Long-term notes receivable, net
Long-term contract assets, net
Strategic investments

Other long-term assets

Total assets $

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $
Accrued liabilities
Current portion of deferred revenue
Customer deposits

Other current liabilities

Total current liabilities
Deferred revenue, net of current portion
Liability for unrecognized tax benefits
Long-term deferred compensation
Long-term lease liabilities
Convertible notes, net

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 13)
Stockholders’ equity:

Preferred stock, $0.00001 par value; 25,000,000 shares authorized; no shares issued and outstanding as of
December 31, 2024 and December 31, 2023, respectively

Common stock, $0.00001 par value; 200,000,000 shares authorized, 96,839,558 shares issued and 76,619,331 shares
outstanding as of December 31, 2024, and 200,000,000 shares authorized, 95,521,651 shares issued and 75,301,424
shares outstanding as of December 31, 2023

Additional paid-in capital
Treasury stock at cost, 20,220,227 shares as of December 31, 2024 and December 31, 2023
Retained earnings

Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity $

htps://www.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm

December 31, December 31,
2024 2023
454,844 §$ 598.545
198,270 77.940
333,235 644.054
547,572 412,961
367,929 287,232
265,316 269,855
130,315 103,055
2,297,481 2,393,642
247,324 200,533
304,282 227,784
175,157 19,539
756,838 57.945
3,460 2,588
119,876 84,382
332,550 231,730
237,620 191,031
4,474,588 § 3,409,174
71,955 8 65,852
279,193 193,550
612,955 470,415
20,626 21,935
12,857 9,787
997,586 761,539
360,685 270,901
25,007 18,049
15,877 11,342
41,383 33,550
680,289 677,113
26,096 20,915
2,146,923 1,793,409
1 1
1,689,781 1,347,410
(155,947) (155,947)
812,014 434,980
(18,184) (10,679)
2,327,665 1,615,765
4,474,588 $ 3,409,174
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The accompanying notes are an integral part of these consolidated financial statements.
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AXON ENTERPRISE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
(in thousands, except per share data)

For the Years Ended December 31,

2024 2023 2022

Net sales from products $ 1,221,292 § 964,002 $ 797,177
Net sales from services 861,234 596,697 389,966

Net sales 2,082,526 1,560,699 1,187,143
Cost of product sales 618,136 447,708 360,909
Cost of service sales 223,010 157,538 100,121

Cost of sales 841,146 605,246 461,030
Gross margin 1,241,380 955,453 726,113
Operating expenses:

Selling, general and administrative 741,247 494,884 399,330

Research and development 441,593 303,719 233,810
Total operating expenses 1,182,840 798,603 633,140
Income from operations 58,540 156,850 92,973
Interest income, net 36,595 42,112 4,294
Other income (loss), net 286,369 (41,901) 98,971
Income before provision for income taxes 381,504 157,061 196,238
Provision for (benefit from) income taxes 4,470 (18,722) 49,308
Net income $ 377,034 $ 175,783 $ 146,930
Net income per common and common equivalent shares:

Basic $ 498 % 237 $ 2.07

Diluted $ 480 $§ 233 % 2.03
Weighted average number of common and common equivalent shares
outstanding:

Basic 75,748 74,195 71,093

Diluted 78,558 75,456 72,534
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net income $ 377,034 $ 175,783 $ 146,930
Foreign currency translation adjustments (7,874) (4,352) (4,818)
Unrealized gain (loss) on available-for-sale investments 369 852 (1,044)
Comprehensive income $ 369,529 $ 172,283 $ 141,068

The accompanying notes are an integral part of these consolidated financial statements.
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AXON ENTERPRISE, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands, except share data)
Accumulated
Common Stock Ag:i:iif‘i:al Treasury Stock Retained Com:))::::nsive StocE;:;:lers’
Shares Amount Capital Shares Amount Earnings Income (Loss) Equity

Balance, December 31, 2021 70,896,856 $ 1§ 1,095229 20220227 $  (155947) $ 112267 §$ (1317 3 1,050,233
Issuance of common stock — — (74) — — — — (74)
Issuance of common stock under employee
plans. net 566,780 — (4,870) —_ — — — (4,870)
Stock-based compensation — — 106.176 — — — — 106,176
[ssuance of common stock for busincss
combination contingent consideration 10,945 — — — — — — —
Tax benefit related to convertible note hedge — — 48,858 — - — — 48,858
Purchase of convertible note hedge — — (194,994) — — — — (194,994)
Issuance of warrants — — 124269 — — — — 124,269
Net income — — — — — 146,930 — 146,930
Other comprehensive loss. net — — — — — — (3,862) (5.862)
Balance, December 31, 2022 71,474,581 § 1% 1,174594 20220227 § (155947) $§ 259,197 8 (7.179) $ 1,270,666
Issuance of common stock 467,594 — 94,705 — — — — 94,705
Issuance of common stock under employee
plans. net 1,441,279 — (107.894) — — — — (107.894)
Stock options exercised 1.907.026 — 54,503 — — — — 54,503
Stock-based compensation —_ — 131,358 — — — — 131,358
[ssuance of common stock for business
combination contingent consideration and
related tax effects 10,944 — 144 — — — — 144
Net income — — — — — 175,783 — 175,783
Other comprehensive loss. net — — — — — — (3.500) (3,500)
Balance, December 31, 2023 75301424 $ 1§ 1347410 20,220,227 $ (155947) $ 434980 $ (10.679) $ 1,615,765
Issuance of common stock under employee
plans, net 804,780 — (58,178) —_ — — — (58,178}
Stock options exercised 510,600 — 14,576 — — — — 14,576
Stock-based compensation — — 382,604 — — - — 382,604
Issuance of common stock for business
combination contingent consideration and
related tax effects 3,127 — 498 — — — — 498
Issuance of replacement awards in connection
with business combinations — _ 2,871 — — — — 2,871
Net income — — — — — 377,034 — 377,034
Other comprehensive loss, net — — — — — — (7.505) {7,505)
Balance, December 31, 2024 76,619,331 $ 1§ 1,689,781 20,220,227 $  (155.947) $ 812,014 $ (18,184) § 2,327.665

The accompanying notes are an integral part of these consolidated financial statements.
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AXON ENTERPRISE, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

For the Years Ended December 31,

2024 2023 2022
Cash flows from operating activities:
Net income $ 377034 S 175,783 146,930
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Stock-based compensation 382,604 131,358 106,176
(Gain) loss on strategic investments and marketable securities, net (283.217) 41,785 (98,943)
Depreciation and amortization 48.425 19,315 23.116
Provision for bad debts and inventory 20,073 5,484 701
Deferred income taxes (85,096) (72,497) 22,019
Other noncash items 21177 12,853 16,031
Change in assets and liabilities:
Receivables and contract assets (245,842) (178,989) (78,226)
Inventory 607 (77.626) (95,011
Deferred revenue 155.641 146,819 155,566
Accounts payable, accrued and other liabilities 54.519 65,329 80,978
Prepaid expenses and other assets (37.613) (80,351) (43.976)
Net cash provided by operating activities 408,312 189,263 235,361
Cash flows from investing activities:
Purchases of investments {793.419) (563,680) (845,179)
Business combinations, net of cash acquired (621.817) (21,090} (2,104)
Proceeds from call, maturity, and sale of investments 1,003.394 657,418 72,138
Purchases of property and equipment (78.785) (59,635) (55.802)
Other, net 54 {337) 20y
Net cash (used in) provided by investing activities (490,573) 12,476 (830,967)
Cash flows from financing activities:
Net proceeds from equity offering — 94,705 (74)
Procecds from options exercised 14.576 54,503 —
Income and payroll tax payments for net-settled stock awards (58,178) (107.894) (4,870)
Net proceeds from issuance of convertible senior notes — — 673,769
Proceeds from issuance of warrants — — 124,269
Purchase of convertible note hedge — — (194,994)
Other. net (1.835) — —
Net cash (used in) provided by financing activities (45.437) 41314 598,100
Effect of exchange rate changes on cash and cash equivalents (6,209) 2,065 (3,380)
Net increase (decrease) in cash and cash equivalents (133,907) 245,118 (886)
Cash and cash equivalents and restricted cash, beginning of period 600.670 355,552 356,438
Cash and cash equivalents and restricted cash, end of period $ 466,763 S 600,670 355,552
Supplemental disclosures:
Cash and cash equivalents $ 454844 S 598,545 353,684
Restricted cash (Note 1} 11.919 2,125 1.868
Total cash, cash equivalents and restricted cash shown in the statements of cash flows $ 466,763 S 600,670 355,552
Cash paid for interest $ 3450 8§ 3,508 —
Cash paid for income taxes, net of refunds 67.845 64,492 10,508
Non-cash transactions
Property and equipment purchases in accounts payable and accrucd liabilities $ 5.157 S 238 1,056
Non-cash equity issuances related to business combinations 2,871 - —
The accompanying notes are an integral part of these consolidated financial statements.
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Note 1 - Organization and Summary of Significant Accounting Policies

Axon Enterprise, Inc. (“Axon”, the “Company”, “we” or “us”) is a market-leading provider of public safety technology solutions.
Our mission is to protect life in service of promoting peace, justice and strong institutions.

The accompanying consolidated financial statements include the accounts of Axon Enterprise, Inc. and our subsidiaries. All
intercompany accounts, transactions and profits have been eliminated.

Basis of Presentation and Use of Estimates

The accompanying consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (“GAAP”). The preparation of these consolidated financial statements requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting
period. Significant estimates and assumptions in these consolidated financial statements include:

*  revenue recognition,

*  stock-based compensation,

*  business combinations,

* inventory valuation and related reserves,

*  valuation of goodwill, intangible and long-lived assets,

*  valuation of strategic investments,

*  recognition, measurement and valuation of current and deferred income taxes, and
»  recognition and measurement of contingencies and accrued litigation expense.

We believe that estimates used in the preparation of these consolidated financial statements are reasonable; however, actual results
could differ materially from those estimates.

Revision of Previously Issued Financial Statements

In preparing the condensed consolidated financial statements as of September 30, 2024, we identified errors in our previously
issued financial statements related to our historical conclusions of principal vs. agent accounting of certain reseller arrangements under
ASC 606. The identified errors impacted our previously issued 2021 and 2022 annual financial statements, 2023 quarterly and annual
financial statements, and 2024 quarterly financial statements through June 30, 2024. We have made adjustments to correct the prior
period amounts presented in these financial statements accordingly. Furthermore, we have made adjustments to correct for other
previously identified immaterial errors.

We assessed the materiality of the errors on prior period consolidated financial statements in accordance with SEC Staff
Accounting Bulletin No. 99, "Materiality,”" codified in ASC 250, Accounting Changes and Error Corrections. Based on this assessment,
we concluded that the error correction is not material to any previously issued interim or annual financial statements on either a
quantitative or qualitative basis. A summary of the revisions to the previously reported financial information is included in Note 23 and
Note 24.

Out of Period Adjustment

During the 2024 year-end close process, we identified immaterial errors in our previously issued financial statements related to
accounting for certain contract terms and conditions in accordance with ASC 606. We assessed the materiality of the errors in
combination with the errors described above on prior period consolidated financial statements in accordance with SEC Staff
Accounting Bulletin No. 99, “Materiality,” codified in ASC Topic 250, Accounting Changes and Error Corrections and concluded that
the errors are not material, individually and in the aggregate, to any previously issued financial statements and that the correction of
this misstatement in 2024 was also not material to the current fiscal year on either a quantitative or qualitative basis. We corrected these
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errors as an out of period adjustment during the year ended December 31, 2024 with a decrease to revenue of $3.3 million and a
decrease to net income of $2.3 million. These errors originated in prior years and were immaterial to each respective prior period.
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Concentration of Credit Risk

Financial instruments that potentially subject us to concentrations of credit risk consist of accounts and notes receivable, contract
assets and cash. Historically, we have experienced an immaterial level of write-offs related to uncollectible accounts.

We hold the majority of our cash and cash equivalents accounts at two depository institutions. As of December 31, 2024, the
aggregate balances in such accounts were $376.8 million. Our balances with these two institutions regularly exceed Federal Deposit
Insurance Corporation insured limits for domestic deposits and various deposit insurance programs in countries such as Australia,
Belgium, Canada, Finland, France, Germany, Greece, India, Italy, the Netherlands, Spain, the United Kingdom and Vietnam. To
manage the related credit exposure, management continually monitors the creditworthiness of the financial institutions where we have
deposits.

Major Customers and Suppliers

No customer represented more than 10% of total net sales for the years ended December 31, 2024, 2023 or 2022. At
December 31, 2024 and 2023, no customer represented more than 10% of the aggregate balance of accounts and notes receivable and
contract assets. For additional details, refer to Note 2.

We currently purchase both off-the-shelf and custom components, including finished circuit boards, injection-molded plastic
components, small machined parts, custom cartridge components, electronic components and sub-assemblies from suppliers located in
the United States, Taiwan, Mexico, China, Vietnam, Thailand and the Republic of Korea. We may source from other countries as well.
Although we currently obtain components from single source suppliers, we own substantially all injection-molded component tooling,
designs and test fixtures used in production for all custom components. As a result, we believe we could obtain alternative suppliers in
most cases. We acquire most of our components on a purchase order basis and do not currently have significant long-term purchase
contracts with most component suppliers.
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Segment Information

Our operations comprise two reportable segments: the development, manufacture and sale of fully integrated hardware and cloud-
based software solutions that enable law enforcement to capture, securely store, manage, share and analyze video and other digital
evidence (collectively, the ‘Software and Sensors” segment); and the manufacture and sale of CEDs, batteries, accessories, extended
warranties and other products and services (collectively, the “TASER” segment). In both segments, we report sales of products and
services. Service revenue in both segments includes sales related to Axon Evidence. In the Software and Sensors segment, service
revenue also includes other recurring cloud-hosted software revenue and related professional services. Collectively, this revenue is
sometimes referred to as “Axon Cloud revenue.”

Reportable segments are determined based on discrete financial information provided to our Chief Executive Officer who is our
chief operating decision maker (“CODM?). In deciding how to allocate resources and assess performance, the CODM reviews adjusted
gross margin by operating segment, consolidated financials and revenue by major geography, and product and service lines.
Specifically, the CODM reviews adjusted gross margin by segment to evaluate segment profitability, identify cost trends and make
operational decisions to support our segments. Consolidated financials provide a holistic view of our overall financial health to guide
capital allocation and entity wide decisions. Disaggregated views of revenue by major geography and product line support the
evaluation of specific market and product performance to understand customer trends. There are no operating segments that are
aggregated. Furthermore, there are no inter-segment sales. Assets and other expense items, such as research and development and
selling, general, and administrative expenses, are not provided to the CODM by segment, as our CODM does not evaluate our
operating segments using this discrete information. As such, these items are not relevant to adjusted gross margin leveraged by the
CODM to assess segment performance. As a result, they are not disclosed by segment. We perform an analysis of our reportable
segments at least annually. The vast majority of our long-lived assets, including property, plant and equipment and right-of-use lease
assets are located within the United States. International long-lived assets are immaterial. Additionally, the majority of our revenues are
generated within the United States.

During the year ended December 31, 2024, the segment measure of profit and loss used by the CODM was changed from gross
margin to adjusted gross margin, defined as gross margin before stock-based compensation expense, amortization of acquired
intangible assets and inventory step-up amortization related to acquisitions. Each of the aforementioned components of our segment
measure of profit and loss, adjusted gross margin, are included within other
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segment items. This change in segment measure allows the CODM to better assess operating results over time and is consistent with
how the CODM evaluates our businesses. Accordingly, we have updated our segment disclosure for the years ended December 31,
2023 and 2022 to conform to the new presentation. For additional details, refer to Note 20.

Geographic Information

The majority of our sales to international customers are transacted in foreign currencies and are attributed to each country based
on the shipping address of the distributor or customer. For the years ended December 31, 2024, 2023 and 2022, no individual country
outside the United States represented more than 10% of net sales. Substantially all of our assets are located in the United States. For
additional details, refer to Note 2.

Cash, Cash Equivalents and Investments

We have cash, cash equivalents and investments, which at December 31, 2024 comprised cash, money market funds, commercial
paper, corporate bonds, term deposits, U.S. government bonds, U.S. Treasury bills, and agency bonds. Cash equivalents and
investments at December 31, 2023 also included U.S. Treasury inflation-protected securities. We place our cash and cash equivalents
with high quality financial institutions. Although we deposit our cash with multiple financial institutions, our deposits regularly exceed
federally insured limits. Cash and cash equivalents include funds on-hand and highly liquid investments purchased with initial maturity
of three months or less. Short-term investments include securities with an expected maturity date within one year of the balance sheet
date that do not meet the definition of a cash equivalent, and long-term investments are securities with an expected maturity date
greater than one year and less than three years in accordance with our investment policy.

We report available-for-sale investments at fair value as of each balance sheet date and record any unrealized gains or losses
within accumulated other comprehensive loss as a component of stockholders’ equity. The cost of securities sold is determined on a
specific identification basis, and realized gains and losses are included in other income (loss), net within the consolidated statements of
operations. Income tax effects are released from accumulated other comprehensive loss for unrealized gains or losses when the gains or
losses are realized and are taxed at the statutory rate based on jurisdiction of the underlying transaction. When the fair value is below
the amortized cost of an available-for-sale investment, an estimate of expected credit losses is made. Credit losses are recognized
through the use of an allowance for credit losses account in the consolidated balance sheets and subsequent improvements in expected
credit losses are recognized as a reversal of an amount in the allowance account. If we have the intent to sell the security or it is more
likely than not that we will be required to sell the security prior to recovery of its amortized cost basis, then the allowance for the credit
loss is written-off and the excess of the amortized cost basis of the asset over its fair value is recorded in the consolidated statements of
operations. We do not intend to sell the investments and it is not more likely than not that we will be required to sell the investments
before recovery of their amortized cost bases. There were no credit losses recorded on our investment portfolio during the years ended
December 31, 2024, 2023, and 2022.

Restricted Cash

Restricted cash balances were $11.9 million and $2.1 million as of December 31, 2024 and 2023, respectively. This increase is
primarily attributable to a payment held in escrow related to the potential construction of our headquarters building in Scottsdale,
Arizona. Restricted cash also includes funds held in international bank accounts for various operating and financing activities. As of
December 31, 2024, approximately $11.8 million was included in prepaid expenses and other current assets on our consolidated
balance sheet, with the remainder in other long-term assets.

Inventory

Inventories are stated at the lower of cost or net realizable value, using a standard cost method which approximates the first-in,
first-out method. Additional provisions are made to reduce excess, obsolete or slow-moving inventories to their net realizable value.
These provisions are based on our best estimate after considering historical demand, projected future demand, inventory purchase
commitments, industry and market trends and conditions among other factors. We evaluate
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inventory costs for abnormal costs due to excess production capacity and treat such costs as period costs. Raw materials include an
immaterial amount of work-in-process inventory.

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation and amortization. Additions and improvements are
capitalized, while ordinary maintenance and repair expenditures are charged to expense as incurred. Depreciation is calculated using
the straight-line method over the estimated economic life.

Software Development Costs

We expense software development costs, including costs to develop software products or the software component of products and
services to be marketed to external users, before technological feasibility of such products is reached.

Software development costs also include costs to develop software programs to be used solely to meet our internal needs and
applications. We capitalize development costs related to these software applications once the preliminary project stage is complete and
it is probable that the project will be completed and the software will be used to perform the intended function. Additionally, we
capitalize qualifying costs incurred for upgrades and enhancements to existing software that result in additional functionality. Costs
related to preliminary project planning activities, post-implementation activities, maintenance and minor modifications are expensed as
incurred. Internal-use software development costs are amortized on a straight-line basis over the estimated useful life of the software.

We evaluate the useful lives of these assets on an annual basis and test for impairment whenever events or changes in
circumstances occur that could impact the recoverability of these assets.

Leases

We determine if a confract contains a lease at inception. At commencement, lease contracts are evaluated for classification as an
operating or finance lease. Operating lease right-of-use (“ROU”) assets and liabilities are recognized based on the present value of
future minimum lease payments over the lease term at the commencement date. As most of our leases do not provide an implicit rate,
we use our estimated incremental borrowing rate based on the information available at the commencement date in determining the
present value of future payments. Additionally, we use the portfolio approach in determining the discount rate used to present value
lease payments. We give consideration to our 2027 Notes, line of credit, macroeconomic factors, as well as publicly available data for
instruments with similar characteristics when estimating our incremental borrowing rates. The operating lease ROU asset also includes
any lease payments made and initial direct costs incurred and excludes lease incentives.

We have operating leases for office space, manufacturing and logistical functions. Leases with an initial term of 12 months or less
are not recorded on the balance sheet; we recognize lease expense for these leases on a straight-line basis over the lease term. We do
not have any material variable lease costs associated with our operating leases. For leases beginning on or after January 1, 2019, we
account for lease components separately from non-lease components for all asset classes.

Our operating leases have remaining terms of less than one to approximately 12 years, some of which include one or more
options to renew for up to five years, and some of which include options to terminate the leases within one year. The exercise of lease
renewal options is at our sole discretion and such options are included in ROU assets and liabilities for renewal periods that are
reasonably certain of exercise. Certain of these lease agreements include stated rental payment escalations. Our lease agreements do not
contain any material residual value guarantces or material restrictive covenants.

We may enter into sales-type finance leases as an alternative means to realize value for our body cameras and related accessories.
For sales-type finance leases where we are the lessor, we recognize our selling profit on a gross basis at lease commencement within
net sales from products and cost of product sales, respectively. Interest income is recognized over the lease term within interest income,
net. The current and long-term portions of our investment in sales-type leases are included in prepaid expenses and other current assets
and other long-term assets, respectively. Given the immateriality of
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our finance lease activity as of December 31, 2024, no further disclosure considerations related to finance leases are necessary.

Valuation of Goodwill, Intangible and Long-lived Assets

We evaluate whether events and circumstances have occurred that indicate the remaining estimated useful life of long-lived assets
and identifiable intangible assets, excluding goodwill and intangible assets with indefinite useful lives, may warrant revision or that the
remaining balance of these assets may not be recoverable. Such events and circumstances could include a change in the product mix, a
change in the way products are created, produced or delivered, or a significant change in the way products are branded and marketed.
In performing the review for recoverability, we estimate the future undiscounted cash flows expected to result from the use of the assets
and their eventual disposition. The amount of impairment loss, if impairment exists, is calculated based on the excess of the carrying
amounts of the assets over their estimated fair values computed using discounted cash flows.

Finite-lived intangible assets and other long-lived assets are amortized using the straight-line method over the estimated useful
life. We do not amortize goodwill and intangible assets with indefinite useful lives; rather such assets are tested for impairment at least
annually or sooner whenever events or changes in circumstances indicate that the assets may be impaired. We test goodwill and
intangible assets for impairment on an annual basis on December 31, 2024 and on an interim basis when certain events and
circumstances exist.

During the years ended December 31, 2024 and December 31, 2023, long-lived asset impairment charges were immaterial.
During the year ended December 31, 2022, we recorded $5.3 million of impairment charges, the majority of which were related to the
cease-use of a portion of our Seattle office.

No impairment charges were recognized related to goodwill or intangible assets during the years ended December 31, 2024, 2023,
and 2022.

Customer Deposits

We require deposits in advance of shipment for certain customer sales orders. Additionally, customers may elect to make deposits
with us related to contracts for our products and services that were not executed as of the end of a reporting period. Customer deposits
are included in other current liabilities in the consolidated balance sheets.

Revenue Recognition, Receivables, Contract Assets, and Deferred Revenue

We derive revenue from two primary sources: (1) the sale of physical products, including CEDs, Axon cameras, Axon Signal-
cnabled devices, corresponding hardware extended warranties, and related accessories such as Axon docks, cartridges and batteries,
among others, and (2) subscriptions to our Axon Evidence digital evidence management Saa$ offering (including data storage fees and
other ancillary services), which includes varying levels of support. To a lesser extent, we also recognize revenue from training,
professional services and other software and SaaS services. We apply the five-step model outlined in ASC 606. For additional
discussion, refer to Note 2.

We enter into contracts that can include various combinations of products and services, each of which is generally distinct and
accounted for as a separate performance obligation. A performance obligation is a promise in a contract to transfer a distinct good or
service to the customer, and is the unit of account in ASC 606. For contracts with multiple performance obligations, we allocate the
contract transaction price to each performance obligation using our estimate of the standalone selling price (“SSP”) of each distinct
good or service in the contract. Revenues are recognized upon transfer of control of promised products or services to customers in an
amount that reflects the consideration we expect to receive in exchange for those products or services. Performance obligations to
deliver products, including CEDs, Axon cameras and related accessories, such as docks, cartridges and batteries, are generally satisfied
at the point in time we ship the product, as this is when the customer obtains control of the asset under our standard terms and
conditions. In certain contracts with non-standard terms and conditions, these performance obligations may not be satisfied until
delivery or formal customer acceptance occurs. Performance obligations to fulfill service-type extended warranties and provide our
Saa$ offerings, including Axon Evidence and other cloud services, are generally satisfied over time as the customer receives and
consumes the benefits of these services over the stated service period.

We determine the term of our arrangements based on identifying the contract with the customer. In certain of our arrangements,
the customer may have termination rights. In these instances, we determine if there is a substantive penalty. For contracts with a

substantive penalty, the accounting term will be the legal contract term, inclusive of the periods for
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which the customer termination rights exist. In these contracts with no substantive penalty, we also consider if the option for our
customer to purchase additional goods or services represents an additional performance obligation in the form of a material right.

While our products and services may be sold on a standalone basis, we generally combine our hardware products and services
together and sell them to our customers in single transactions where the customer can make payments over a multi-year period. These
sales may include payments for upfront hardware and services, as well as payments for hardware and services to be provided at a future
date. Additionally, we offer customers the ability to purchase CED cartridges and certain services on an unlimited basis over the
contractual term. Due to the nature of these arrangements whereby we are obligated to deliver products at the customer’s request, we
account for these arrangements as stand-ready obligations, and recognize revenue ratably over the contract period. Cost of product sales
is recognized when control of hardware products or accessories has transferred to the customer.

We recognize shipping costs as an expense in cost of product sales when the control of hardware products or accessories has
transferred to the customer. Sales tax collected on sales is netted against government remittances and, thus, recorded on a net basis.
Payment terms and conditions vary by contract type and geography, but our standard terms are that payments are due within 30 days
from the date of invoice.

The timing of revenue recognition may differ from the timing of invoicing to customers. We generally have an unconditional right
to consideration when we invoice our customers and record a receivable. We record a contract asset when revenue is recognized prior
to invoicing, or a contract liability (deferred revenue) when revenue will be recognized subsequent to invoicing. Contract asset amounts
that will be invoiced during the subsequent 12-month period from the balance sheet date are classified as current assets and the
remaining portion is recorded within other long-term assets on our consolidated balance sheets. Deferred revenue that is expected to be
recognized during the subsequent 12-month period from the balance sheet date is recorded as current deferred revenue and the
remaining portion is recorded as long-term deferred revenue. Generally, customers are billed in annual installments.

Contract assets generally result from our subscription programs where we satisfy a hardware performance obligation upon
shipment to the customer, and the right to the portion of the transaction price allocated to that hardware performance obligation is
conditional on our future performance of a Saa$S service obligation under the contract. We recognize a portion of the amount allocated
to hardware products shipped to the customer as accounts receivable when invoiced to the customer, and record the remaining allocated
value as a contract asset as we have generally fulfilled our hardware performance obligation upon shipment. Unbilled accounts
receivable expected to be invoiced and collected within 12 months were $5.6 million as of December 31, 2024, and were included in
accounts and notes receivable, net on our consolidated balance sheet.

Contract liabilities generally consist of deferred revenue on our subscription programs where we generally invoice customers at
the beginning of each annual contract period and record a receivable at the time of invoicing when there is an unconditional right to
consideration. Deferred revenue is composed mainly of unearned revenue related to our Axon Evidence Saa$S platform, secure cloud-
based storage, service-type extended warranties, stand-ready obligations in our cartridge programs, and rights to future CED, Axon
camera and related accessories hardware in our subscription programs. For additional discussion, refer to Note 2.

Reserve for Expected Credit Losses

Sales are typically made on credit, and we generally do not require collateral. We are exposed to credit losses primarily through
sales of products and services. Our expected loss allowance methodology for accounts receivable, contract assets, notes receivable and
off-balance-sheet exposures is developed using historical collection experience, published or estimated credit default rates for entities
that represent our customer base, current and future economic and market conditions and a review of the current status of customers’
trade accounts receivables. We review receivables for U.S. and international customers separately to better reflect different published
credit default rates and economic and market conditions. Additionally, specific reserve amounts are established to record the
appropriate provision for customers that have a higher probability of default. Our monitoring activities include account reconciliation,
dispute resolution, payment confirmation, consideration of customers’ financial condition and macroeconomic conditions. Balances are
written off when determined to be uncollectible. Accounts and notes receivable, contract assets and off-balance-sheet exposures are
presented net of a reserve for expected credit losses, which totaled $5.6 million and $4.0 miilion as of December 31, 2024 and 2023,
respectively. This reserve represents our best estimate and application of judgment
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considering a number of factors, including those listed above. In the event that actual uncollectible amounts differ from our estimates,
additional expense could be necessary. For additional discussion, refer to Note 4. ‘

Deferred Commissions

We recognize an asset for the incremental costs of obtaining a contract with a customer, which consist primarily of sales
commissions. These costs are ascribed to or allocated to the underlying performance obligations in the contract and amortized
consistent with the expected recognition timing of the revenue for the underlying performance obligations.

For contract costs related to performance obligations with an amortization period of one year or less, we apply the practical
expedient to expense these sales commissions when incurred. These costs are recognized as incurred within SG&A expenses in the
consolidated statements of operations and comprehensive income. For additional discussion, refer to Note 2.

Cost of Product and Service Sales

Cost of product sales represents manufacturing costs consisting of materials, labor and overhead related to finished goods and
components. Shipping costs incurred related to product delivery are also included in cost of products sold. Cost of service sales
includes third-party cloud services, software maintenance and support costs — including personnel costs, associated with supporting
Evidence.com and other software related services.

Advertising Costs

We expense advertising costs in the period in which they are incurred. We incurred advertising costs of $4.4 million, $1.9 million
and $2.3 million in the years ended December 31, 2024, 2023 and 2022, respectively. Advertising costs are included within SG&A
expenses in the consolidated statements of operations.

Warranty Reserves

We warranty our CEDs, Axon cameras and certain related accessories from manufacturing defects on a limited basis for a period
of one year after purchase and, thereafter, will replace any defective unit for a fee. We estimate and record a liability for standard
warranty at the time products are sold. The estimates are based on historical experience and reflect our best estimates of costs to be
incurred over the warranty period. Adjustments may be required when actual or projected costs differ. Variations in component failure
rates, repair costs and the point of failure within the product life cycle are key drivers that impact our periodic re-assessment of the
warranty liability.

Revenue related to separately priced extended warranties is initially recorded as deferred revenue at its allocated amount and
subsequently recognized as net sales on a straight-line basis over the warranty service period. Costs related to extended warranties are
charged to cost of product sales when the costs become probable and can be reasonably estimated.

Changes in our estimated warranty reserve were as follows (in thousands):

Year Ended December 31,
2024 2023 2022
Balance, beginning of period $ 7374 $ 811 §$ 2,822
Utilization of reserve (5,992) (1,499) (2,209)
Adjustment to reserve due to business combinations 1,311 — —
Warranty expense 5,591 8,062 198
Balance, end of period $ 8,284 § 7374 § 811

Research and Development Expenses

We expense as incurred R&D costs that do not meet the qualifications to be capitalized. R&D costs include payroll costs and
stock-based compensation for the personnel involved in R&D functions, as well as indirect manufacturing costs and supplies,
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expense of $441.6 million, $303.7 million and $233.8 million in 2024, 2023 and 2022, respectively.
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Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement amounts of assets and liabilities and their respective
tax bases, and for operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in future years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rate is recognized in income in the period that includes the enactment date.
Deferred tax assets are reduced through the establishment of a valuation allowance if, based upon available evidence, it is determined
that it is more likely than not that the deferred tax assets will not be realized. We use factors to assess the likelihood of realization of
deferred tax assets such as the forecast of future taxable income and available tax planning that could be implemented to realize the
deferred tax assets.

We recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained
on examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the consolidated
financial statements from such a position are measured based on the largest benefit that has a greater than 50% likelihood of being
realized upon ultimate resolution. We also assess whether uncertain tax positions, as filed, could result in the recognition of a liability
for possible interest and penalties. Our policy is to include interest and penalties related to unrecognized tax benefits as a component of
income tax expense. For additional details, refer to Note 14.

Fair Value Measurements and Financial Instruments

We use the fair value framework that prioritizes the inputs to valuation techniques for measuring financial assets and liabilities
measured on a recurring basis and for non-financial assets and liabilities when these items are re-measured. Fair value is considered to
be the exchange price in an orderly transaction between market participants, to sell an asset or transfer a liability at the measurement
date. The hierarchy below lists three levels of fair value based on the extent to which inputs used in measuring fair value are observable
in the market. We categorize each of our fair value measurements in one of these three levels based on the lowest level input that is
significant to the fair value measurement in its entirety. These levels are:

«  Level 1 — Valuation techniques in which all significant inputs are unadjusted quoted prices from active markets for assets or
liabilities that are identical to the assets or liabilities being measured.

«  Level 2 — Valuation techniques in which significant inputs include quoted prices from active markets for assets or liabilities
that are similar to the assets or liabilities being measured and/or quoted prices from markets that are not active for assets or
liabilities that are identical or similar to the assets or liabilities being measured. Also, model-derived valuations in which all
significant inputs and significant value drivers are observable in active markets are Level 2 valuation techniques.

«  Level 3 — Valuation techniques in which one or more significant inputs or significant value drivers are unobservable.
Unobservable inputs are valuation technique inputs that reflect our own assumptions about inputs that market participants
would use in pricing an asset or liability.

We have cash equivalents and investments, which at December 31, 2024 comprised money market funds, commercial paper,
corporate bonds, term deposits, U.S. government bonds, U.S. Treasury bills, and agency bonds. For additional details regarding our
cash equivalents and investments, refer to Note 3. Debt investments are classified as available-for-sale and realized gains and losses are
recorded using the specific identification method. We have corporate-owned life insurance policies, included in the balance of other
long-term assets, which are used to fund our deferred compensation plan. The balances of these policies as of December 31, 2024 and
2023 were $8.4 million and $7.6 million, respectively. We determine the fair values of our insurance contracts by obtaining the cash
surrender value of the contracts from the issuer, a Level 2 valuation technique.

We have an investment in marketable securities, for which changes in fair value are recorded in the consolidated statements of
operations as unrealized gain (or loss) on marketable securities, which is included in other income (loss), net.

We have strategic equity investments in various privately held companies as of December 31, 2024 and 2023. The estimated fair

value of the investments was determined based on Level 3 inputs. In determining the estimated fair value of our strategic investments
in privately held companies, we utilize observable data available to us as discussed further in Note 8.
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The fair value of our 0.50% convertible senior notes due 2027 (the "Notes" or "2027 Notes") is determined based on the closing
trading price per $1,000 of the Notes as of the last day of trading for the period. We consider the fair value of the 2027 Notes at
December 31, 2024 and 2023, to be a Level 2 measurement based on the fair value hierarchy. The fair value is primarily affected by the
trading price of our common stock and market interest rates.

Our financial instruments also include accounts and notes receivable, accounts payable and accrued liabilities. Due to the short-
term nature of these instruments, their fair values approximate their carrying values on the consolidated balance sheets.
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Stock-Based Compensation

We have historically utilized stock-based compensation for key employees and non-employee directors as a means of attracting
and retaining talented personnel. We recognize compensation expense for our stock-based compensation program, which includes
grants of RSUs, PSUs and stock options. Our stock-based compensation awards are classified as equity and measured at the fair market
value of the underlying common stock at the grant date. When determining the grant date fair value of stock-based awards, we consider
whether an adjustment is required to the observable market price or volatility of our common stock used in the valuation as a result of
material non-public information.

RSUs

Stock-based compensation expense for RSUs is measured based on the closing fair market value of our common stock on the date
of grant. We recognize stock-based compensation expense over the award’s requisite service period using the straight-line attribution
method for service-based RSUs. Service-based grants generally have a vesting period of one to four years and a contractual maturity of
ten years. We account for forfeitures as they occur as a reduction to stock-based compensation expense and additional paid-in-capital.

PSUs

Stock-based compensation expense for PSUs is measured based on the closing fair market value of our common stock on the date
of grant. We recognize stock-based compensation expense over the award's requisite service period, which is defined as the longest
explicit, implicit or derived service period based on our estimate of the probability of the performance criteria being satisfied, adjusted
at each balance sheet date. The vesting of our PSUs is generally contingent upon the achievement of certain performance criteria
related to our operating performance, as well as successful and timely development and market acceptance of future product
introductions. For PSUs containing only performance conditions, compensation cost is recognized using the graded attribution model
over the explicit or implicit service period. In addition, certain of the PSUs have further service requirements subsequent to
achievement of the performance criteria.

Performance-based grants generally have vesting periods ranging from one to eight years and a contractual maturity of ten years.
We account for forfeitures as they occur as a reduction to stock-based compensation expense and additional paid-in-capital. Our
performance-based restricted stock units include XSUs granted under the 2024 Employee XSP and the 2024 CEO Performance Award
discussed further below.

2024 Employee XSP and 2024 CEQ Performance Award

On May 10, 2024, our shareholders approved the 2024 Employee XSP. The 2024 Employee XSP includes an approved pool of
shares of common stock reserved for grants of awards of XSUs to employees. The grants of XSUs (the “2024 XSUs™) are grants of
performance-based RSUs. The program includes seven substantially equal tranches that will vest upon certification by the
Compensation Committee of the Board of Directors (the “Compensation Committee”) upon achievement of three independent vesting
conditions: (1) stock price goals; (2) operational goals; and (3) minimum service conditions.

Additionally, on May 10, 2024, shareholders approved a grant of XSUs to our CEO, Patrick W. Smith (the “2024 CEO
Performance Award”). The stock price goals and operational goals applicable to the 2024 CEO Performance Award are identical to
those under the 2024 Employee XSP, but Mr. Smith is subject to a longer minimum required service period.

Stock-based compensation expense associated with the XSUs is recognized over the requisite service period, which is considered

the longest explicit, implicit or derived service period for each respective tranche. We utilized Monte Carlo simulations to evaluate a
range of possible future stock price goals over the term of the awards at each of the respective
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grant dates. The median of all iterations of the simulation was used as the basis for the derived service period for each tranche.

We measured the grant date fair value of each tranche using a Monte Carlo simulation with the following assumptions: risk-free
interest rate of 3.6% — 4.5%, expected volatility of 41.0% — 46.8%, expected term of 8.0 — 8.6 years, and dividend yield of 0.0%. We
utilized a blended volatility assumption, equally weighting both historical volatility and implied volatility, resulting in a weighted-
average expected volatility of 41.6%. An illiquidity discount is considered in our estimate of the fair value of shares during post-vesting
holding periods. The mandatory post-vesting holding periods for XSUs will lapse on the earlier of (i) December 31, 2030, or (ii) the
date that a subsequent tranche vests and settles. Therefore, the illiquidity discount is dependent upon projected tranche vesting dates,
determined via the Monte Carlo simulation. This simulation is based on a subjective assessment of our forward-looking financial
projections, taking into consideration statistical analysis.

Even though no tranche with respect to either XSUs granted under the 2024 Employee XSP or the 2024 CEQ Performance Award
vests unless the applicable stock price goal, operational goal and corresponding minimum service condition are achieved, stock-based
compensation expense is recognized when an operational goal is considered probable of attainment regardless of the achievement of
the stock price and minimum service conditions. As of December 31, 2024, we consider some of the tranches probable and will
recognize the expense ratably over their respective expected vesting periods. This may result in volatility and higher upfront expense
recognition and is subject to change based on periodic probability assessments. Refer to Note 16 for further discussion.

Stock Options

On May 24, 2018, our sharcholders approved the Board of Directors’ grant of 6.4 million performance-based stock options to our
CEO, Patrick W. Smith, (the “2018 CEO Performance Award”). The 2018 CEO Performance Award consisted of 12 substantially equal
tranches with a vesting schedule based entirely on the attainment of both operational goals (performance conditions) and market
capitalization goals (market conditions), assuming continued employment either as the Chief Executive Officer or as both Executive
Chairman and Chief Product Officer and service through each vesting date. For performance-based stock options with a vesting
schedule based entirely on the attainment of both performance and market conditions, stock-based compensation expense was
recognized for each pair of performance and market conditions over the longer of the expected achievement period of the performance
and market conditions, beginning at the point in time that the relevant performance condition is considered probable of achievement.
The fair value of such awards was estimated on the grant date using Monte Carlo simulations.

Income per Common Share
Basic income per common share is computed by dividing net income by the weighted average number of common shares
outstanding during the periods presented. Diluted income per share reflects the potential dilution from outstanding stock-based awards,

our 2027 Notes, and warrants to acquire shares of our common stock (the "Warrants" or "2027 Warrants"). The effects of outstanding
stock-based awards, our 2027 Notes, and our 2027 Warrants are excluded from the
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computation of diluted net income per share in periods in which the effect would be antidilutive. The calculation of the weighted
average number of shares outstanding and earnings per share is as follows (in thousands except per share data):

For the Year Ended December 31,

2024 2023 2022

Numerator for basic and diluted earnings per share:

Net income $ 377,034 $ 175,783 % 146,930
Denominator:

Weighted average shares outstanding 75,748 74,195 71,093

Dilutive effect of stock-based awards 1,435 1,261 1,441

Dilutive effect of 2027 Notes 1,139 — —

Dilutive effect of 2027 Warrants 236 — —

Diluted weighted average shares outstanding 78,558 75,456 72,534
Net income per common share:

Basic $ 498 § 237§ 2.07

Diluted $ 480 % 233 § 2.03

Potentially dilutive securities that are not included in the calculation of diluted net income per share because doing so would be
antidilutive are as follows (in thousands):

For the Year Ended December 31,

2024 2023 2022
Stock-based awards 4,132 1,014 3,264
2027 Notes 1,877 3,017 3,017
2027 Warrants 2,781 3,017 3,017
Total potentially dilutive securities 8,790 7,048 9.298

For additional information regarding our 2027 Notes, refer to Note 12.
Recently Issued Accounting Guidance

In November 2023, the FASB issued Accounting Standards Update (“ASU”) 2023-07, Segment Reporting (Topic 280):
Improvements to Reportable Segment Disclosures. ASU 2023-07 requires improvements to annual and interim segment disclosures,
primarily through enhanced disclosures around significant segment expenses. We adopted this ASU eftective for our Annual Report on
Form 10-K for the year ending December 31, 2024, and as a result, enhanced certain qualitative considerations within "Segment

Information” of Note 1. There were no significant impacts to our existing quantitative disclosures as a result of our adoption of this
ASU.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures. ASU
2023-09 is intended to enhance the transparency and decision usefulness of income tax. The provisions of ASU 2023-09 are effective
for our Annual Report on Form 10-K for the year ending December 31, 2025, with early adoption permitted. We are currently
evaluating the impact of this update on our consolidated financial statements.

In March 2024, the SEC adopted final rules under SEC Release No. 34-99678 and No. 33-11275, The Enhancement and
Standardization of Climate-Related Disclosures for Investors (the “Final Rules”), which will require registrants to provide certain
climate-related information in their registration statements and annual reports. The Final Rules require, among other things, disclosure
in the notes to the audited financial statements of the effects of severe weather events and other natural conditions, subject to certain
thresholds, as well as amounts related to carbon offsets and renewable energy credits or certificates in certain circumstances. The
financial statement disclosure requirements of the Final Rules will begin phasing in for fiscal year 2025. In April 2024, the SEC stayed
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consolidated financial statements.
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In November 2024, the FASB issued ASU 2024-03, Income Statement (Topic 220): Reporting Comprehensive Income - Expense
Disaggregation Disclosures. ASU 2024-03 is intended to enhance level of detail disclosed related to expense categories and provide
additional disclosure of expenses by nature. The provisions of ASU 2024-03 are effective for our Annual Report on Form 10-K for the
year ending December 31, 2027, with early adoption permitted. We are currently evaluating the impact of this update on our
consolidated financial statements.

In November 2024, the FASB issued ASU 2024-04, Debt (Topic 470): Debt with Conversion and Other Options. ASU 2024-04
clarifies the assessment of whether a transaction should be accounted for as an induced conversion or debt extinguishment when the
terms of convertible debt are changed to induce conversion. The provisions of ASU 2024-04 are effective for our Annual Report on

Form 10-K for the year ending December 31, 2026, with early adoption permitted. We are currently evaluating the impact of this
update.

Note 2 - Revenues
Nature of Products and Services

The following table presents our revenues by primary product and service offering and reportable segment (in thousands):

Year Ended December 31, 2024 Year Ended December 31, 2023
Software and Software and
TASER Sensors Total TASER Sensors Total
TASER Devices (Professional) $ 453,055 $ — 8 453,055 § 333,923 § — 3 333,923
Cartridges 246,766 — 246,766 193,285 — 193,285
Axon Evidence and Cloud Services 54913 808,256 863,169 35,680 566,003 601,683
Extended Warranties 37,515 66,141 103,656 31,689 55,154 86,843
Axon Body Cameras and Accessories — 246,855 246,855 — 183,023 183,023
Axon Fleet Systems — 104,890 104,890 — 121,842 121,842
Other (V@ 26,424 37,711 64,135 18,933 21,167 40,100
Total $ 818,673 $ 1263853 $§ 2,082,526 § 613,510 3 947,189 $ 1,560,699

Year Ended December 31, 2022
Software and

TASER Sensors Total

TASER Devices (Professional) $ 282,698 $ — 3 282,698
Cartridges 181,686 — 181,686
Axon Evidence and Cloud Services 18,182 367,852 386,034
Extended Warranties 29,056 45,507 74,563
Axon Body Cameras and Accessories — 157,281 157,281
Axon Fleet Systems — 63,017 63,017
Other (V' 19,422 22,442 41,864

Total $ 531,044 $ 656,099 $ 1,187,143

() TASER segment “Other” includes smaller categories, such as VR hardware, weapons training revenue such as revenue
associated with our Master Instructor School, and TASER consumer device sales.

@ Software and Sensors segment “Other” includes revenue from items including Signal Sidearm, Interview Room, Axon Ailr,
partners' contra-revenue and other sensors and equipment.
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The following table presents our revenues disaggregated by geography (in thousands):

Year Ended December 31,
2024 2023 2022
United States $ 1,775,194 85% $ 1,335,516 86% $ 985,183 83 %
Other countries 307,332 15 225,183 14 201,960 17
Total $ 2,082,526 100% 3 1,560,699 100% $ 1,187,143 100 %

Contract Balances

The following table presents our contract assets, contract liabilities and certain information related to these balances as of and for
the year ended December 31, 2024 (in thousands):

Year Ended December 31,
2024 2023 2022
Contract assets, net $ 487,805 $ 371,614 § 249,001
Contract liabilities (deferred revenue) 973,640 741,316 593,038
Revenue recognized in the period from:
Amounts included in contract liabilities at the beginning of the period 499,727 357,979 258,063

During the year ended December 31, 2024, our contract assets balance increased by $116.2 million, or 31.3%, due to increased
sales under subscription plans. Contract liabilities increased $232.3 million, or 31.3%, for the year ended December 31, 2024 due to
acquisitions and increased subscription invoicing for Software and Sensors hardware and services in advance of fulfilling performance
obligations to customers.

Contract liabilities (deferred revenue) consisted of the following (in thousands):

December 31, 2024 December 31, 2023
Current Long-Term Total Current Long-Term Total
Warranty:
TASER $ 16,107 § 19,288 $ 35395 § 14,666 § 18,828 $ 33,494
Software and Sensors 36,842 19,706 56,548 22,642 8,165 30,807
52,949 38,994 91,943 37,308 26,993 64,301
Hardware:
TASER 49,195 35,116 84,311 35,845 29,689 65,534
Software and Sensors 89,992 144,191 234,183 63,299 117,024 180,323
139,187 179,307 318,494 99,144 146,713 245,857
Services:
TASER 9,635 6,134 15,769 7,832 3,983 11,815
Software and Sensors 411,184 136,250 547.434 326,131 93,212 419,343
420,819 142,384 563,203 333,963 97,195 431,158
Total $ 612,955 $ 360,685 $ 973,640 $ 470,415 $ 270,901 § 741,316
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December 31, 2024 December 31, 2023
Current Long-Term Total Current Long-Term Total
TASER $ 74937 % ' 60,538 § 135475 § 58,343 § 52,500 $ 110,843
Software and Sensors 538,018 300,147 838,165 412,072 218,401 630,473
Total s 612,955 § 360,685 § 973,640 § 470415 § 270,901 $ 741,316
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Remaining Performance Obligations

As of December 31, 2024, we had approximately $7.9 billion of remaining performance obligations, which included both
recognized contract liabilities as well as amounts that will be invoiced and recognized in future periods. The remaining performance
obligations are limited only to arrangements that meet the definition of a contract under ASC 606 as of December 31, 2024. We
currently expect to recognize between approximately 20% - 25% of this balance over the next 12 months, and expect the remainder to
be recognized over the following ten years, subject to risks related to delayed deployments, budget appropriation, or other contract
cancellation clauses.

Costs to Obtain a Contract

We recognize an asset for the incremental costs of obtaining a contract with a customer, which consist primarily of sales
commissions. As of December 31, 2024, our assets for costs to obtain contracts were as follows (in thousands):

December 31, 2024 December 31, 2023

Current deferred commissions $ 59,025 $ 46,224
Deferred commissions, net of current portion ¥ 154,894 119,084
$ 213,919 § 165,308

(O Current deferred commissions are included within prepaid expenses and other current assets on the consolidated balance sheets.
@  Deferred commissions, net of current portion, are included in other long-term assets on the consolidated balance sheets.
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During the years ended December 31, 2024, 2023 and 2022, we recognized $50.8 million, $34.1 million, and $24.4 million,
respectively, of amortization related to deferred commissions. These costs are recorded within SG&A expenses in the consolidated
statements of operations and comprehensive income (loss).

Significant Judgments

Our contracts with certain municipal government customers may be subject to budget appropriation, other contract cancellation
clauses or optional renewal periods. In contracts where the customer’s performance is subject to budget appropriation clauses, we
generally consider the likelihood of non-appropriation to be remote when determining the contract term and transaction price. Contracts
with other cancellation provisions or optional periods may require judgment in determining the contract term, including the existence
of substantive termination penalties, determining transaction price and identifying the performance obligations.

At times, customers may request changes that either amend, replace or cancel existing contracts. Judgment is required to
determine whether the specific facts and circumstances within the contracts require the changes to be accounted for as a separate
contract or as a modification. Generally, contract modifications containing additional goods and services that are determined to be
distinct and sold at their SSP are accounted for as a separate contract. For contract modifications where both criteria are not met, the
original contract is updated and the required adjustments to revenue and contract assets, liabilities and other accounts are made
accordingly.

Our contracts with customers often include promises to transfer multiple products and services to a customer. Determining
whether products and services are considered distinct performance obligations that should be accounted for separately rather than
together may require significant judgment. We consider CED devices and related accessories, as well as Axon cameras and related
accessories, to be separately identifiable from each other as well as from extended warranties on these products and the SaaS
subscriptions to Axon Evidence and other cloud services.

In contracts where there are timing differences between when we transfer a promised good or service to the customer and when
the customer pays for that good or service, we assess whether there is any implied financing within the transaction, and if so, recognize
related interest income, or expense, on the transaction. The amount of imputed interest is immaterial for the years ended December 31,
2024, 2023 and 2022.

Judgment is required to determine the SSP for each distinct performance obligation. We analyze stand-alone sales of our products
and services as a basis for estimating the SSP of our products and services and then use that SSP as the basis
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for allocating the transaction price when our products and services are sold together in a contract with multiple performance
obligations. In instances where the SSP is not directly observable, such as when we do not sell the product or service separately, we
determine the SSP using information that may include cost plus margin, market comparisons and other observable inputs.

Note 3 - Cash, Cash Equivalents and Investments

The following table summarizes our cash, cash equivalents, marketable securities and available-for-sale investments at
December 31, 2024 (in thousands):

As of December 31, 2024

Gross Gross Cash and
Amortized Unrealized Unrealized Cash Marketable Short-Term
Cost Gains Losses Fair Value Equivalents Securities Investments
Cash $ 94919 § — 3 — § 94919 | $ 94919 $ — 3 —
Level 1:
Money market funds 322,874 — — 322,874 322,874 — —
Agency bonds 996 — — 996 — — 996
U.S. Government bonds 75,994 7 (5) 75,996 — — 75,996
U.S. Treasury bills 14,431 25 — 14,456 — — 14,456
Marketable securities 90,000 108,270 — 198,270 — 198,270 —
Subtotal 504,295 108,302 (5) 612,592 322,874 198,270 91,448
Level 2:
Term deposits 136,480 — — 136,480 11,480 — 125,000
Corporate bonds 122,018 10 63) 121,965 24,075 — 97,890
Commercial paper 20,393 -— — 20,393 1,496 — 18,897
Subtotal 278,891 10 (63) 278,838 37,051 — 241,787
Total $ 878,105 $ 108,312 § (68) $ 986,349 | $ 454844 § 198,270 $ 333,235

As of December 31, 2024, we had $136.7 million of available-for-sale investments with unrealized losses of which none have
been in a continuous unrealized loss position for 12 months or longer. We do not intend to sell the investments and it is not more likely
than not that we will be required to sell the investments before recovery of their amortized cost bases.

Acquired common stock is recorded as marketable securities in the consolidated balance sheets and its fair value is adjusted every
reporting period. Changes in fair value are recorded in the consolidated statement of operations as unrealized gain (or loss) on
marketable securities, which is included in other income (loss), net. During the year ended December 31, 2024, we recorded an
unrealized gain on marketable securities of $120.3 million.
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The following table summarizes our cash, cash equivalents and available-for-sale investments at December 31, 2023 (in
thousands):

As of December 31, 2023

Gross Gross Cash and
Amortized Unrealized Unrealized Cash Marketable Short-Term
Cost Gains Losses Fair Value Equivalents Securities Investments
Cash $ 406,743 S — 3 — $ 406,743 | $ 406,743 § — $ —
Level 1:
Money market funds 1,470 — — 1,470 1,470 — —
Agency bonds 222,057 2 (174) 221,885 101,635 — 120,250
U.S. Government bonds 238,747 120 (237) 238,630 — — 238,630
U.S. Treasury bills 148,063 28 — 148,091 88,697 — 59,394
Marketable securities 90,000 — (12,060) 77,940 — 77,940 —
Subtotal 700,337 150 (12,471) 688,016 191,802 77,940 418,274
Level 2:
Term deposits 128,205 — — 128,205 — — 128,205
Corporate bonds 80,646 8 (165) 80,489 — — 80,489
Treasury inflation-protected
securities 2,635 — (5) 2,630 — — 2,630
Commercial paper 14,456 — — 14,456 — — 14,456
Subtotal 225,942 8 (170) 225,780 — — 225,780
Total $ 1,333,022 §$ 158§ (12,641) $ 1,320,539 | $§ 598,545 § 77,940 § 644,054

As of December 31, 2023, we had $420.4 million of available-for-sale investments with unrealized losses. Of this amount, $138.8
million had been in a continuous unrealized loss position for 12 months or longer, with total gross unrealized losses of $0.3 million. We
do not intend to sell the investments and it is not more likely than not that we will be required to sell the investments before recovery of
their amortized cost bases. During the years ended December 31, 2023 and 2022, we recorded a $38.7 million unrealized gain and
$32.9 million unrealized loss on marketable securities, respectively.
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Note 4 - Expected Credit Losses

Accounts and notes receivable, contract assets and off-balance-sheet exposures are presented net of a reserve for expected credit
losses, which totaled $5.6 million, $4.0 million and $3.6 million as of December 31, 2024, 2023, and 2022, respectively.

The following table provides a roll-forward of the allowance for expected credit losses for finance receivables and off-balance-
sheet exposures. The expected credit losses for receivables is deducted from the amortized cost basis of accounts receivable, contract
assets and notes receivable to present the net amount expected to be collected (in thousands):

Year Ended December 31, 2024 Year Ended December 31, 2023 Year Ended December 31, 2022
United Other United Other United Other
States countries Total States countries Total States countries Total

Balance, beginning of period ~ § 3,369 § 597 § 3,966 $ 3,064 $ 566 $ 3,630 $§ 3,171 § 178 § 3,349

Provision for expected credit

losses 3,725 308 4,033 815 269 1,084 309 391 700
Amounts written off charged

against the allowance (2,309) 95) (2,404) (510) (244) (754) (416) — (416)
Other, including foreign

currency translation — 14 14 — 6 6 — 3) 3)
Balance, end of period " $ 4785 % 824 $§ 5,609 $§ 3369 $ 597 § 3,966 $ 3,064 $ 566 $§ 3,630

() Ending balance includes allowance for credit losses recorded in other current liabilities on the consolidated balance sheets, which
is related to off-balance-sheet credit exposure.

As of December 31, 2024 and December 31, 2023, the allowance for expected credit losses for each type of customer receivable
and off-balance-sheet exposures were as follows (in thousands):

December 31, 2024 December 31, 2023

Accounts receivable and notes receivable, current $ 3322 § 2,392
Contract assets, net 2,239 1,516
Long-term notes receivable, net of current portion 48 44

— 14

Other current liabilities

5,609 § 3,966

Total allowance for expected credit losses on customer receivables $

Note 5 - Inventory
Inventory consisted of the following at December 31, 2024 and December 31, 2023 (in thousands):

December 31, 2024 December 31, 2023

Raw materials $ 93,070 § 104,112
172,246 165,743

$ 265316 § 269,855

Finished goods

Total inventory

During the year ended December 31, 2024, we recorded provisions to reduce inventories to their lower of cost or net realizable
value of approximately $17.8 million compared to $5.4 million during the year ended December 31, 2023.
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Note 6 - Property and Equipment

Property and equipment consisted of the following at December 31, 2024 and December 31, 2023 (in thousands):

Estimated

Useful Life December 31, 2024 December 31, 2023
Land N/A 3 51,612 % 51,612
Building and leasehold improvements 3 -39 years 52,065 32,092
Production equipment 3 -5 years 148,922 105,245
Computers, equipment and software 3 - 5 years 34,429 30,778
Furniture and office equipment 3 - 5 years 10,058 8,383
Vehicles 5 years 8,139 7451
Capitalized internal software development costs 3 -5 years 15,906 14,799
Construction-in-process N/A 62,178 55,397
Total cost 383,309 305,757
Less: Accumulated depreciation (135,985) (105,224)
Property and equipment, net $ 247,324 § 200,533

Construction-in-process included $33.6 million and $31.0 million related to our development in Scottsdale, Arizona at
December 31, 2024 and December 31, 2023, respectively.

Depreciation and amortization expense related to property and equipment was $39.4 million, $28.1 million and $20.4 million for
the years ended December 31, 2024, 2023 and 2022, respectively, of which $21.4 million, $13.6 million and $8.5 million was included
in cost of sales for the respective years.

Note 7 - Goodwill and Intangible Assets

The changes in the carrying amount of goodwill for the years ended December 31, 2024 and December 31, 2023 were as follows
(in thousands):

Year Ended December 31, 2024 Year Ended December 31, 2023
Software and Software and
TASER Sensors Total TASER Sensors Total
Balance, beginning of period $ 2,984 § 54,961 $ 57945 § 2,957 $ 42026 % 44,983
Goodwill acquired — 701,695 701,695 — 12,751 12,751
Purchase accounting adjustments — 479 (479) — (19 19)
Foreign currency translation adjustments (131) (2,192) (2,323) 27 203 230
Balance, end of period $ 2853 $ 753,985 $§ 756,838 § 2,984 §$ 54961 §$ 57,945

There were no accumulated impairment losses as of December 31, 2024 and 2023.
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Intangible assets (other than goodwill) consisted of the following at December 31, 2024 and December 31, 2023 (in thousands):

Amortizable (definite-lived) intangible assets:

Developed technology
Customer relationships
Issued trademarks

Issued patents

Domain names
Non-compete agreements
Total amortizable

December 31, 2024

December 31, 2023

Non-amortizable (indefinite-lived) intangible assets:

In-process research and development'”

Trademarks

Patents and trademarks pending

Total non-amortizable

Total intangible assets

Gross Net Gross Net

Useful Carrying Accumulated Carrying Carrying Accumulated Carrying

Life Amount Amertization Amount Amount Amortization Amount
3-8years $ 118322 § (21,337) $§ 96,985 $ 29,402 § (16,562) § 12,840
5- 10 years 33,223 (4,716) 28,507 5,530 (3,620) 1,910
3 -23 years 6,706 (1,784) 4,922 1,333 (817) 516
8 - 26 years 2,931 (1,470) 1,461 3,222 (1,707) 1,515
5-10 years 3,043 (2,433) 610 3,043 (2,128) 915
— — — 448 (448) —
164,225 (31,740) 132,485 42,978 (25,282) 17,696
41,000 — 41,000 — — —
1,068 — 1,068 1,068 — 1,068
604 — 604 775 — 775
42,672 — 42,672 1,843 — 1,843
$ 206,897 § (31,740) § 175,157 $ 44,821 § (25,282) § 19,539

(M Consists of in-process research and development costs pertaining to the acquisition of Dedrone. For additional details, refer to Note

21.

Amortization expense of intangible assets was $17.4 million, $4.5 million and $4.0 million for the years ended December 31,
2024, 2023 and 2022, respectively. Estimated amortization for intangible assets with definite lives for the next five years ended
December 31, and thereafter, is as follows (in thousands):

2025 $ 23,850
2026 23,655
2027 22,423
2028 21,437
2029 19,203
Thereafter 21,917
Total $ 132,485
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Note 8 — Strategic Investments

Strategic investments include equity and debt investments in 2 number of non-public technology driven companies. We generally
account for strategic equity investments under the ASC 321 measurement alternative for equity securities without readily determinable
fair values, as there are no quoted market prices for the equity investments. The equity investments are measured at cost less
impairment, adjusted for observable price changes and are assessed for impairment whenever events or changes in circumstances
indicate that the fair value may be less than its carrying value.

For the debt security strategic investment, we have elected to account for this investment and the associated embedded derivatives
utilizing the fair value option. Unrealized changes in fair value for the entire hybrid instrument are recorded within other income (loss),
net in the consolidated statement of operations.

In conjunction with certain of our strategic investments, we may have the ability to commit additional capital over time through
warrants and call options; for some investments, the exercisability and exercise prices are conditional on the achievement of certain
performance metrics. Depending on their contractual terms, our warrants and call options may be accounted for under cither the ASC
321 measurement alternative or as derivative instruments under ASC 815.

The following tables provide a roll-forward of the balance of strategic investments (in thousands):

Year Ended December 31, 2024 Year Ended December 31, 2023
Equity Debt Equity Call
investments  Warrants  Call eptions  investments Total investments  Warrants Options Total

Balance, beginning of
period $ 212996 $ 1,501 $ 17,233 § . $231.730 $ 277676 $ 1,654 § 17233 $ 296,563
Investments 103,888 2,012 — 7,500 113,400 15,016 1,176 — 16,192
Fair value
adjustments:

Realized gains

(losses) during the

period, net 95.429 — (4,279) — 91,150 — — — —
Unrealized gains on

strategic investments

still held at the

reporting date 74,784 855 — 1,084 76,723 — — — —

Unrealized losses on
strategic
investments still
held at the reporting

date (4,093) — (893) — (4,986) (81,196) (1,329) — (82,525)
Exercises (163,406) —  (12,061) — (175,467) 1,500 — — 1,500
Balance, end of
period $ 319,598 $§ 4368 §$ — $ 8584 $332,550 $ 21299 § 1,501 $ 17,233 $ 231,730

During the year ended December 31, 2024, we exercised call options and acquired the remaining outstanding stock of two
strategic investments - Fusus L.L.C. ("Fusus") and Dedrone Holdings, Inc. ("Dedrone"). Our pre-existing interests had fair values at the
acquisition dates of $63.3 million and $112.2 million, respectively. The acquisitions of Fusus and Dedrone resulted in net non-taxable
gains of $42.3 million and $51.6 million related to the existing strategic equity investments and call options in Fusus and Dedrone,
respectively. For additional discussion, refer to Note 21.

Additionally, as a result of an observable price change for a separate strategic investee, we recognized an unrealized gain of $75.6
million for the strategic investment and related warrants in other income (loss), net on our consolidated statement of operations during
the year ended December 31, 2024.
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Inception to date

Equity
investments Warrants Call options Debt investments Total

Investments $ 325,105 $ 6,235 § 17,232 $ 7,500 $ 356,072
Fair value adjustments:

Realized gains (losses) on strategic investment

transactions, net 107,741 — (4,279) — 103,462

Cumulative unrealized gains (losses) 63,203 88,298 (893) 1,084 151,692
Exercises (161,905) (90,165) (12,060) — (264,130)
Sales (14,546) : — — — (14,546)
Balance, end of period S 319,598 $ 4,368 $ — % 8,584 § 332,550

Strategic investment cumulative unrealized net gains are comprised of upward adjustments of $240.7 million and downward
adjustments and impairments of $89.0 million.

Note 9 - Variable Interest Entities

We evaluate our investments and other significant relationships to determine whether any investee is a variable interest entity
(“VIE™). If we conclude that an investee is a VIE, we evaluate our power to direct the activities of the investee, our obligation to absorb
the expected losses of the investee and our right to receive the expected residual returns of the investee to determine whether we are the
primary beneficiary of the investee. If we are the primary beneficiary of a VIE, we will consolidate such entity and reflect the non-
controlling interest of other beneficiaries of that entity.

We determine whether we are the primary beneficiary of a VIE by performing an analysis that principally considers:

»  The VIE’s purpose, design, and risks the VIE was designed to create and pass through to its variable interest holders;
«  The VIE’s capital structure;

«  The terms between the VIE and its variable interest holders and other parties involved with the VIE; and

+  Related party affiliations.

As of December 31, 2024 and December 31, 2023, the unconsolidated non-public VIEs in which we hold variable interests were
as follows (in thousands):

December 31, 2024 December 31, 2023

Carrying value of variable interest - assets'" $ 25,171 § 4,986

() Balance reflects the maximum exposure to loss, which is limited to the carrying value of the interest.

The primary purpose of our U.S.-based, unconsolidated VIE investments is to create strategic partnerships with market-leading
providers of law enforcement technology solutions. We present all variable interests in unconsolidated VIEs as strategic investments
within the long-term assets section of the consolidated balance sheets.

We have provided financial support to the unconsolidated VIEs in exchange for investments in debt and preferred equity

securities as well as warrants and call options that give us the ability to commit additional capital over time. Financial support provided
to the unconsolidated VIEs is used to continue to finance their operations.
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Note 10 - Other Long-Term Assets

Other long-term assets consisted of the following at December 31, 2024 and December 31, 2023 (in thousands):

December 31, 2024 December 31, 2023

Deferred commissions $ 154,894 $ 119,084
Operating lease assets 44 567 36,155
Deferred cost of goods sold 14,123 14,388
Cash surrender value of corporate-owned life insurance policies 8,398 7,558
Deferred implementation costs 1,305 2,175
Prepaid expenses, deposits and other 14,333 11,671
Total other long-term assets $ 237,620 § 191,031

Note 11 - Accrued Liabilities
Accrued liabilities consisted of the following at December 31, 2024 and December 31, 2023 (in thousands):

December 31, 2024 December 31, 2023

Accrued commissions $ 88,237 $ 58,641
Accrued bonus 59,780 56,188
Accrued income and other taxes 27,863 5,784
Accrued salaries and benefits 25,233 10,807
Accrued inventory in transit 13,101 12,197
Accrued cloud hosting fees 10,673 8,530
Accrued warranty expense 8,284 7,374
Accrued consulting and IT fees 7,846 5,421
Other accrued expenses 38,176 28,608
Total accrued liabilities $ 279,193 § 193,550
83
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Note 12 — Convertible Senior Notes
2027 Notes

In December 2022, we issued $690.0 million aggregate principal amount of our 2027 Notes (the "Notes") in a private offering,
which aggregate principal amount included the exercise in full of the initial purchasers’ option to purchase up to an additional $90.0
million principal amount of the Notes. The Notes mature on December 15, 2027 and bear interest at a fixed rate of 0.50% per annum,
payable semiannually in arrears on June 15 and December 15 of each year, beginning on June 15, 2023. The total net proceeds from the
issuance of the Notes, after deducting initial purchasers’ discounts and commissions and estimated debt issuance costs of $16.2 million,
were approximately $673.8 million. The effective interest rate for the Notes was 0.99% and included interest payable and amortization

of debt issuance cost.

The terms of the Notes allow for conversion into common stock, cash, or a combination of cash and common stock, at our option.
On or after December 22, 2025, we may redeem for cash all or any portion of the notes in accordance with the optional redemption
terms of the convertible debt agreement.

December 31, 2024
Initial Conversion
Initial Conversion Rate per $1,000 Par Initial Number of
Maturity Date Price per Share Value Shares
2027 Notes December 15, 2027 $228.73 4.3720 shares 3,016,680

The notes are convertible, in multiples of $1,000 principal amount, at the option of the holders prior to the close of business on
the business day immediately preceding September 15, 2027 only under the following circumstances:

«  during any calendar quarter commencing after the calendar quarter ending on March 31, 2023 (and only during such fiscal
quarter), if the last reported sale price per common stock exceeds 130% of the conversion price for each of at least 20 trading
days, whether or not consecutive, during the 30 consecutive trading days ending on, and including, the last trading day of the
immediately preceding calendar quarter;

«  any time preceding September 15, 2027, when during the five consecutive business days immediately after any 10 consecutive
trading day period (the “Measurement Period”), if the trading price per $1,000 principal amount of Notes for each trading day
of the Measurement Period was less than 98% of the product of the last reported sale price per share of common stock on such
trading day and the conversion rate on such trading day;

« upon the occurrence of certain corporate events or distributions on our ordinary shares, as provided in the indenture governing
the Notes;

»  if we call the Notes for redemption; or any time from, and including, September 15, 2027 until the close of business on the
second scheduled trading day immediately before the maturity date

If we undergo a fundamental change (as defined in the indenture governing the Notes), holders may require us to repurchase for
cash all or any portion of their Notes at a fundamental change repurchase price equal to 100% of the principal amount of the Notes to
be repurchased, plus accrued and unpaid interest, if any, up to but excluding the fundamental change repurchase date. In addition,
following certain corporate events or if we issue a notice of redemption, it will increase the conversion rate for holders who elect to
convert their Notes in connection with such corporate event or during the relevant redemption period.

The following table summarizes the carrying value of the Notes (in thousands):

December 31, 2024 December 31, 2023

Principal $ 690,000 § 690,000
Unamortized debt issuance costs (9,711) (12,887)
Convertible notes carrying amount, net $ 680,289 $ 677,113
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We consider the fair value of the Notes to be a Level 2 measurement. The estimated fair value of the Notes at December 31, 2024
and December 31, 2023 is based on the closing trading price per $1,000 of the Notes as of the last day of trading for each period as
follows (in millions):

December 31, 2024 December 31, 2023

2027 Notes $ 1,798.5 $ 873.3

Interest expense related to the Notes was as follows (in thousands):
December 31, 2024 December 31, 2023

Contractual interest expense $ 3451 § 3,450

Amortization of debt issuance costs 3,176 3,126

Total interest expense $ 6.627 $ 6,576
Note Hedge

To reduce the impact of potential economic dilution upon conversion of the Notes, we entered into a convertible note hedge
transaction (the “Note Hedge” or “2027 Note Hedge”) with certain investment banks, with respect to our common stock, concurrently
with the issuance of the 2027 Notes.

Purchase Price Shares Purchased

2027 Note Hedge S 194,994 3,016,680

The Note Hedge covers shares of our common stock at a strike price per share that corresponds to the initial conversion price of
the respective Notes, subject to adjustment, and is exercisable upon conversion of the Notes. If exercised, we may elect to receive cash,
shares of our common stock, or a combination of cash and shares. We have accounted for the aggregate amount of purchase price for
the Note Hedge as a reduction to additional paid-in capital. The Note Hedge will expire upon the maturity of the Notes. The Note
Hedge is intended to reduce the potential economic dilution upon conversion of the Notes in the event that the market value per share
of our common stock at the time of exercise is greater than the conversion price of the Notes. The Note Hedge is a separate transaction
and is not part of the terms of the Notes. Holders of the Notes do not have any rights with respect to the Note Hedge. The Note Hedge
does not impact earnings per share, as it was entered into to offset any dilution from the Notes. As of December 31, 2024, 3,016,680
shares remain subject to the Note Hedge.

Note Warrants

Proceeds Shares Strike Price First Expiration

2027 Warrants $ 124,269 3,016,680 § 338.86 March 15, 2028

Separately, we entered into warrant transactions with certain investment banks, whereby we sold warrants to acquire, subject to
adjustment, the number of shares of our common stock shown in the table above. If the average market value per share of our common
stock exceeds the strike price of the Warrants, such Warrants would have a dilutive effect on our earnings per share to the extent we
report net income. According to the terms of the Warrants, the Warrants will be automatically exercised over a 60-trading day period
beginning on the first expiration date as set forth above.

Note 13 - Commitments and Contingencies
Cloud Service Commitments
In June 2022, we entered into a purchase agreement for cloud hosting with a six year term beginning July 1, 2022. The purchase

agreement includes a total commitment of $425.0 million. Storage fees under this agreement were $81.9 million for the year ended
December 31, 2024. The remaining purchase commitment at December 31, 2024 was $265.5 million.
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Purchase Commitments

We routinely enter into cancelable and non-cancelable purchase orders with many of our key vendors. Based on the strategic
relationships with many of these vendors, our ability to cancel these purchase orders and maintain a favorable relationship would be
limited. As of December 31, 2024, we had approximately $637.5 million of open purchase orders and $272.1 million of other purchase
obligations, inclusive of the data storage commitment noted above.

Product Litigation

As a manufacturer of weapons and other law enforcement tools used in high-risk field environments, we are often the subject of
products liability litigation concerning the use of our products. We are currently named as a defendant in two such lawsuits in which the
plaintiffs allege either wrongful death or personal injury in situations in which a TASER CED was used by law enforcement officers in
connection with arrests or training. While the facts vary from case to case, these product liability claims typically allege defective
product design, manufacturing, and/or failure to warn. They seeck compensatory and sometimes punitive damages, often in unspecified
amounts.

We continue to aggressively defend all product litigation. As a general rule, it is our policy not to settle suspect injury or death
cases. Exceptions are sometimes made where the settlement is strategically beneficial to us. Due to the confidential nature of our
litigation strategy and the confidentiality agreements that are executed in the event of a settlement, we do not identify or comment on
specific settlements by case or amount. Based on current information, we do not believe that the outcome of any such legal proceeding
will have a material effect on our financial position, results of operations or cash flows. We are self-insured for the first $5.0 million of
any product claim made after 2014. No judgment or settlement has ever exceeded this amount in any products liability case. We
continue to maintain product liability insurance coverage, including an insurance policy fronting arrangement, above our self-insured
retention with various limits depending on the policy period.

Other Matters

Despite the FTC’s dismissal of its administrative enforcement complaint against Axon without consent decree or other condition
in October 2023, other parties continue to allege that Axon’s May 2018 acquisition of an insolvent body camera competitor, Vievu
LLC, was anticompetitive. Two purported antitrust lawsuits based largely on the FTC’s unproven allegations are pending in the District
of New Jersey (Case No. 3:23-cv-7182) and District of Arizona (Case No. 2:24-cv-01869-SMB). Axon denies all allegations of
anticompetitive or other misconduct and is vigorously defending the cases.

Pending in the Eastern District of Virginia (Case No. 1:24-CV-01625) is a patent infringement suit filed by Airspace Systems, Inc.
against Dedrone Holdings, Inc. involving certain drone technology. After Axon acquired Dedrone on October 1, 2024, Airspace
amended its complaint and added Axon as a defendant. Axon and Dedrone deny infringement and further contend that the three
asserted patents are invalid and/or contain patent ineligible subject matter.

General

From time to time, we are notified that we may be a party to a lawsuit or that a claim is being made against us. After carefully
assessing the claim, and assuming we determine that we are not at fault or we disagree with the damages or relief demanded, we
vigorously defend any lawsuit filed against us. We record a liability when losses are deemed probable and reasonably estimable. When
losses are deemed reasonably possible but not probable, we determine whether it is possible to provide an estimate of the amount of the
loss or range of possible losses for the claim, if material for disclosure. In evaluating matters for accrual and disclosure purposes, we
take into consideration factors such as our historical experience with matters of a similar nature, the specific facts and circumstances
asserted, the likelihood of our prevailing, the availability of insurance, and the severity of any potential loss. We reevaluate and update
accruals as matters progress over time.

Based on our assessment of outstanding litigation and claims as of December 31, 2024, we have determined that it is not
reasonably possible that these losses, if any, from lawsuits will individually, or in the aggregate, materially affect our results of
operations, financial condition or cash flows. However, the outcome of any litigation is inherently uncertain and there can be no
assurance that any expense, liability or damages that may ultimately result from the resolution of these matters will be covered by our
insurance or will not be in excess of amounts recognized or provided by insurance coverage and will not have a material adverse effect
on our operating results, financial condition or cash flows.
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Off-Balance Sheet Arrangements

Under certain circumstances, we use letters of credit and surety bonds to guarantee our performance under various contracts,
principally in connection with the installation and integration of Axon cameras and related technologies. Certain of our letters of credit
and surety bonds have stated expiration dates with others being released as the contractual performance terms are completed. At
December 31, 2024, we had outstanding letters of credit issued under our credit facility of $7.8 million that are expected to expire
through 2026. We also had outstanding letters of credit of $0.1 million that do not draw against our credit facility. Additionally, we had
$20.9 million of outstanding surety bonds as of December 31, 2024, with expiration dates ranging through 2029.

Note 14 - Income Taxes

Income before provision (benefit) for income taxes included the following components for the years ended December 31 (in
thousands):

2024 2023 2022
United States $ 357484 § 134,509 $ 191,353
Foreign 24,020 22,552 4,885
Total $ 381,504 § 157,061 § 196,238

Significant components of the provision (benefit) for income taxes were as follows for the years ended December 31 (in
thousands):

2024 2023 2022

Current:

Federal $ 60,924 $ 33,084 $ 10,804

State 18,298 10,371 10,118

Foreign 3,388 2,804 2,892

Total current 82,610 46,259 23,814
Deferred:

Federal (63,073) (60,673) 26,180

State (20,838) (9,172) (2,015)

Foreign (1,815) 89 (2,146)

Total deferred (85,726) (69,756) 22,019
Tax impact of unrecorded tax benefits liability 7,586 4,775 3,475
Provision for (benefit from) income taxes $ 4470 $ (18,722) § 49,308
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A reconciliation of our effective income tax rate to the federal statutory rate follows for the years ended December 31 (in

thousands):
2024 2023 2022
Federal income tax at the statutory rate $ 80,120 32,983 $ 41,224
Excess stock-based compensation benefit (83,748) (106,522) (4,616)
Executive compensation limitation 51,858 77,350 5,784
R&D credits (36,571) (26,204) (13,340)
Nontaxable gain on investments (19,727) — —
Change in unrecognized tax benefits 7,356 4,351 3,215
Other permanent differences 5,176 1,201 1,118
Global intangible low-taxed income 3,081 1,890 653
Foreign derived intangible income deduction (2,558) (961) (2,597)
Foreign tax credit (1,914) (1,922) —
State income taxes, net of federal benefit 1,713 3,730 7,915
Change in valuation allowance (903) (4,695) 10,216
Tax effects of intercompany transactions (222) (2,033) (417)
Difference between statutory and foreign tax rates 801 1,013 (428)
Other 8 1,097 581
Provision for (benefit from) income taxes $ 4,470 (18,722)  § 45,308
Effective tax rate 1.2 % (11.9% 25.1%
88
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Significant components of our deferred income tax assets and liabilities are as follows at December 31, 2024 and December 31,

2023 (in thousands):

Deferred income tax assets:
R&D capitalization, net
Deferred revenue
Stock-based compensation
Convertible debt, net
Reserves, accruals, and other
R&D tax credit carryforward
Net operating loss carryforward
Accrued bonus
Lease liability
Inventory reserve
Deferred compensation
Strategic investments
Amortization
Total gross deferred tax assets
Valuation allowance
Total deferred income tax assets, net of valuation allowance
Deferred income tax liabilities:
Strategic investments
Amortization
Depreciation
Right of use asset
Prepaid expenses
Customer contract asset
Goodwill amortization
Other
Total deferred income tax liabilities

Net deferred income tax assets

Deferred taxes are reflected in the consolidated balance sheet as follows:
Non-current tax assets (included in deferred tax asset, net)
Non-current tax liabilities (included in other long-term liabilities)

Total

2024 2023
$ 193,265 $ 99,746
66,948 59,443
51,088 10,544
31,603 39,649
21,634 12,264
19,100 16,554
17,824 2,115
12,101 11,253
11,966 9,664
5,794 1,986
4,021 2.803
— 6,109
— 4,425
435344 276,555
(23,054) (21,600)
412,290 254,955
(42.260) —
(36,185) —
(16,739) (14.575)
(10,639) (8.404)
(2,874) (2.223)
(1,174) (690)
(509) (314)
— (965)
(110,380) (27,171)
$ 301,910 $ 227,784
304,282 227,784
(2.372) —
$ 301,910 § 227,784

The following table presents the valuation allowance activity for years ended December 31, 2024, 2023 and 2022 (in thousands):
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2024 2023 2022
Balance, beginning of period $ 21,600 $ 26,368 § 16,168
Tax provision (benefit) (576) (4,262) 10,409
Deductions charged to tax provision / benefit (327) (505) (164)
Additions (reversals) to other accounts 2,357 Q9] (45)
Balance, end of period $ 23,054 $ 21,600 $ 26,368
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As of December 31, 2024, we have recorded a net tax benefit totaling $17.8 million for U.S. federal, state, and foreign net
operating loss carryforwards ("NOLs"). As of December 31, 2024, $15.5 million of NOLs may be carried forward indefinitely while
the remaining $2.3 million will begin to expire at various times from 2036 through 2044, As of December 31, 2024, we have a total of
$26.1 million state (net of federal benefit) R&D credit carryforwards available to offset future income taxes. A total of $2.5 million of
the state R&D credits may be carried forward indefinitely while the remaining $23.6 million will begin to expire at various times from
2025 through 2044.

As of December 31, 2024, we anticipate sufficient future pre-tax book income to realize a significant portion of our deferred tax
assets. However, as we have Arizona R&D tax credits expiring unutilized each year, unrealized investment losses for which realization
is uncertain, and specific identified intangibles with an indefinite life, we have recorded a 23.1 million valuation allowance against
these specific deferred tax assets as of December 31, 2024.

The net change in total valuation allowance for the years ended December 31, 2024, and 2023 was an increase of $1.5 million and
decrease of $4.8 million, respectively. The valuation allowance changes are driven primarily by certain state R&D tax credits that are
expected to expire unutilized, acquired state NOLs, and movement in deferred tax assets associated with unrealized investment losses
and transaction costs incurred in connection with certain investments that are not more likely than not to be realized. Of the net change
in the valuation allowance in 2024 and 2023, a decrease of $0.9 million and $4.8 million, respectively, was recorded to tax expense and
an increase of $2.4 million and $0 million, respectively, was recorded through the consolidated balance sheet.

We consider the undistributed earnings of certain non-U.S. subsidiaries to be indefinitely reinvested outside of the United States
based on estimates that future domestic cash generation will be sufficient to meet future domestic cash needs and our specific plans for
reinvestment of those subsidiary earnings. We project that our foreign earnings will be utilized offshore for working capital and future
foreign growth and we have not made a provision for U.S. or additional foreign withholding taxes of the excess of the amount for
financial reporting over the tax basis of investments in foreign subsidiaries that is indefinitely reinvested. Generally, such amounts
become subject to U.S. taxation upon the remittance of dividends and under certain other circumstances. We have estimated the amount
of deferred tax liability related to investments in these foreign subsidiaries undistributed earnings is approximately $1.1 million. If we
decide to repatriate the undistributed foreign earnings, we will recognize the income tax effects in the period we change our assertion
on indefinite reinvestment.

We complete R&D tax credit studies for each year that an R&D tax credit is claimed for federal and state income tax purposes.
We have made the determination that it is not more likely than not that the full benefit of the R&D tax credit will be sustained on
examination. As such, we recorded a liability for unrecognized tax benefits of $32.7 million as of December 31, 2024. We expect the
amount of the unrecognized tax benefit to decrease by approximately $9.0 million within the next 12 months due to statute of
limitations expirations. Should the unrecognized benefit of $32.7 million be recognized, our effective tax rate would be favorably
impacted.

The following table presents a roll forward of our lLiability for unrecognized tax benefits, exclusive of accrued interest, as of
December 31 (in thousands):

2024 2023 2022
Balance, beginning of period $ 25754 § 21,492 § 18,249
Increase (decrease) in previous year tax positions 501 (215) 232
Increase in current year tax positions 7,313 6,963 3,343
Decrease due to lapse of statute of limitations (842) (2,486) (332)
Balance, end of period 3 32,726 $ 25754 $ 21,492

Federal income tax returns for 2021 through 2023 remain open to examination by the U.S. Internal Revenue Service, while state
and local income tax returns for 2020 through 2023 also generally remain open to examination by state taxing authorities. The 2010
through 2019 state and local income tax returns are only open to the extent that net operating losses or other tax attributes carrying
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open to examination, although some foreign jurisdictions can audit returns up to ten years.
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We recognize interest and penalties related to unrecognized tax benefits within the provision (benefit) for income tax expense line
in the consolidated statements of operations and comprehensive income. We have recognized expense (benefit), before federal tax
impact, related to interest of $1.2 million, $0.3 million, and $0.1 million in 2024, 2023, and 2022 respectively. As of December 31,
2024, and 2023, we had accrued interest of $1.8 million and $0.6 million, respectively.

As part of the OECD global minimum tax framework, certain jurisdictions in which we operate have enacted or are in the process
of implementing top-up tax provisions under Pillar Two. We have assessed the impact of these regulations on our tax position and
included an immaterial adjustment in our income tax provision as of December 31, 2024. We continue to monitor legislative
developments and will assess potential future impacts as additional guidance and implementation details become available.

Note 15 - Line of Credit

In December 2022, we entered into a credit agreement that provides for a senior unsecured multi-currency revolving credit
facility (the "Credit Agreement") in an aggregate principal amount of up to $200.0 million, $30.0 million of which is available for the
issuance of letters of credit. The Credit Agreement will mature on the earlier of December 15, 2027 or the date that is six months prior
to the stated maturity date of the 2027 Notes unless the Notes have been redeemed, repurchased, converted or defeased in full.
Additionally, the credit agreement has an accordion feature that allows for an increase in the total line of credit up to $300.0 million, in
each lender’s sole discretion.

As of December 31, 2024, and 2023, respectively, no amounts were drawn under the Credit Agreement. Under the terms of the
line of credit, available borrowings are reduced by outstanding letters of credit. As of December 31, 2024, we had letters of credit
outstanding of approximately $7.8 million under the facility and available borrowing of $192.2 million, excluding amounts available
under the accordion feature. Advances under the line of credit bear interest at Term SOFR plus 1.25 to 1.75% per year determined in
accordance with a pricing grid based on our net debt to carnings before interest expense, taxes, depreciation and amortization
(“EBITDA”) ratio, which for the purposes of the Credit Agreement excludes investment interest income. “SOFR” is defined as a rate
equal to the secured overnight financing rate as administered by the Federal Reserve Bank of New York or a successor administrator of
the secured overnight financing rate.

We are required to comply with a net leverage ratio, defined as consolidated total indebtedness to EBITDA, of no greater than
3.50 to 1.00 based upon a trailing four fiscal quarter period. At December 31, 2024, our net leverage ratio was (0.17) to 1.00.
Additionally, we must comply with a consolidated interest coverage ratio, defined as EBITDA to consolidated interest expense, of no
less than 3.50 to 1.00 based upon a trailing four fiscal quarter end. At December 31, 2024, our consolidated interest coverage ratio was
71.07 to 1.00.
Note 16 - Stockholders’ Equity
Common Stock and Preferred Stock

We have authorized the issuance of two classes of stock designated as “common stock” and “preferred stock,” each having a par
value of $0.00001 per share. We are authorized to issue 200 million shares of common stock and 25 million shares of preferred stock.

2018 CEOQ Performance Award

As of December 31, 2024, no unrecognized stock-based compensation expense remained under the 2018 CEO Performance
Award. Furthermore, no performance-based stock options were awarded during the years ended December 31, 2024, 2023 or 2022.

2024 Employee XSP and 2024 CEO Performance Award

The 2024 Employee XSP includes an approved pool of 4.5 million shares of common stock reserved for grants of XSUs to
employees. A total of approximately 4.1 million XSUs were granted in the year ended December 31, 2024. The
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program includes seven substantially equal tranches that will vest upon certification by the Compensation Committee upon
achievement of three independent vesting conditions, described in the following table:

Operational GoalsV

(in millions)

Minimum Service Requirement

Stock Price
Tranche Revenue Adj. EBITDA® Goal Employee XSP CEO Award Goal Expiration
1 $1,834 or $382 and $247.40 and June 2025 December 2028 December 31, 2026
2 2,293 or 497 and 309.25 and December 2025 December 2028 December 31, 2027
3 2,866 or 644 and 386.56 and June 2026 December 2029 December 31, 2028
4 3,583 or 834 and 483.20 and December 2026 December 2029 December 31, 2029
5 4,479 or 1,077 and 604.00 and June 2027 December 2030 December 31, 2030
6 5,599 or 1,389 and 755.00 and December 2027 December 2030 December 31, 2031
7 6,999 or 1,739 and 943.75 and June 2028 December 2030 December 31, 2032

first full fiscal quarter ending after the fiscal quarter in which the grant date occurred
@ In connection with certain acquisitions which were completed during fiscal year 2024, the Adjusted EBITDA goals were adjusted
as required by the terms of the 2024 Employee XSP and 2024 CEO Performance Award

D Operational goals are measured, as of any date, for the previous four consecutive fiscal quarters, beginning with the Company's

Additionally, 679,102 XSUs were granted to our CEO, Patrick W. Smith, pursuant to the terms of the 2024 CEO Performance
Award. The stock price goals and operational goals applicable to the 2024 CEO Performance Award are identical to those under the

2024 Employee XSP described above, but Mr. Smith is subject to a longer minimum required service period.

Restricted Stock Units

The following table summarizes RSU activity for the years ended December 31 (number of units and aggregate intrinsic value in

thousands):

Units outstanding, beginning of year

Granted
Released
Forfeited

Units outstanding, end of year

Aggregate intrinsic value at year end

https://iwww.sec.gov/Archives/edgar/data/1069183/00010691832500001 9/axon-20241231.htm

2024 2023 2022
Weighted Weighted Weighted
Number Average Number Average Number Average
of Grant-Date of Grant-Date of Grant-Date
Units Fair Value Units Fair Value Units Fair Value
1,615 § 193.09 1,565 % 145.48 1,115 § 133.40
1,131 440.76 915 227.62 1,142 143.03
(909) 196.35 (740) 140.81 (541) 117.49
(153) 208.12 (125) 157.95 (15D 138.99
1,684 356.31 1,615 193.09 1,565 145.48
$ 1,000,769
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Aggregate intrinsic value represents our closing stock price on the last trading day of the period, which was $594.32 per share,
multiplied by the number of RSUs outstanding. The fair value as of the respective vesting dates of RSUs that vested during the year
was $426.3 million, $161.7 million, and $84.9 million for the years ended December 31, 2024, 2023 and 2022, respectively.

As of December 31, 2024, we had $530.4 million of total unrecognized stock-based compensation expense related to RSUs under
our stock plans for shares that are expected to vest. We expect to recognize the cost related to the RSUs over a wei ghted average period
of 2.31 years. Shares underlying RSUs are generally released when vesting requirements are met.

Certain RSUs that vested in the year ended December 31, 2024 were net-share settled, such that we withheld shares to cover the
employees’ tax obligations for the applicable income and other employment taxes, and remitted the cash to the appropriate taxing
authorities. Total shares withheld related to RSUs during 2024 were 122,020 and had a value of approximately $58.1 million on their
respective vesting dates as determined by the closing stock price on such dates.
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Payments for the employees’ tax obligations are reflected as a financing activity within the consolidated statements of cash flows. We
record a liability for the tax withholding to be paid by us as a reduction to additional paid-in capital.

Performance Stock Units

The following table summarizes PSU activity, inclusive of XSUs, for the years ended December 31 (number of units and
aggregate intrinsic value in thousands):

2024 2023 2022
Weighted Weighted Weighted
Number Average Number Average Number Average
of Grant-Date of Grant-Date of Grant-Date
Units Fair Value Units Fair Value Units Fair Value
Units outstanding, beginning of year 394 $ 201.61 1,369 §$ 43.43 1,499 § 39.86
Granted 4,888 263.13 319 218.04 158 106.57
Released (23) 140.90 (1,238) 37.98 (78) 107.58
Forfeited (394) 232.94 (56) 48.40 (210) 41.62
Units outstanding, end of year 4,865 261.18 394 201.61 1,369 43.43
Aggregate intrinsic value at year end $ 2,891,142

Aggregate intrinsic value represents our closing stock price on the last trading day of the period, which was $594.32 per share,
multiplied by the number of PSUs outstanding. The fair value as of the respective vesting dates of PSUs that vested during the year was
$8.4 million, $256.5 million, and $10.2 million for the years ended December 31, 2024, 2023 and 2022, respectively. As of
December 31, 2024, there was $756.2 million in total unrecognized stock-based compensation expense related to PSUs under our stock
plans for shares that are expected to vest. We expect to recognize the cost related to the PSUs over a weighted average period of 4.24
years. Shares underlying PSUs are released when vesting requirements are met.

Certain PSUs that vested in the year ended December 31, 2024 were net-share settled such that we withheld shares to cover the
employees’ tax obligations for the applicable income and other employment taxes, and remitted the cash to the appropriate taxing
authorities. Total shares withheld related to PSUs were approximately 370 and had a value of $0.1 million on their respective vesting
dates as determined by the closing stock price on such dates. Payments for the employees’ tax obligations are reflected as a financing
activity within the consolidated statements of cash flows. We record a liability for the tax withholding to be paid by us as a reduction to
additional paid-in capital.

Stock Option Activity

The following table summarizes stock option activity for the years ended December 31 (number of options in thousands):

2024 2023 2022

Weighted Weighted Weighted

Number Average Number Average Number Average

of Exercise of Exercise of Exercise

Options Price Options Price Options Price

Options outstanding, beginning of year 531 % 28.58 2,438 $ 28.58 2,438 8§ 28.58
Granted — — — — —
Exercised (510) 28.58 (1,907) 28.58 — —
Expired / terminated — — — — —
Options outstanding, end of year 21 28.58 531 28.58 2,438 28.58
Options exercisable, end of year 21 28.58 531 28.58 1,377 28.58
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We did not grant any stock options in 2024, 2023 or 2022. The total intrinsic value of options exercised was $178.1 million and
$323.0 million for the years ended December 31, 2024 and 2023, respectively; no options were exercised in the year ending December
31, 2022. The intrinsic value for options exercised was calculated as the difference between the exercise price of the underlying stock

option awards and the market price of our common stock on the date of exercise.
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The following table summarizes information about stock options that were fully vested or expected to vest as of December 31,
2024 (number of options in thousands):

Options Outstanding Options Exercisable
Weighted Average Weighted Average
Number of Average Remaining Number of Average Remaining
Range of Options Exercise Contractual Options Exercise Contractual
Exercise Price Outstanding Price Life (Years) Exercisable Price Life (Years)
$28.58 21§ 28.58 3.15 21 $ 2858 3.15

The aggregate intrinsic value of options exercisable at December 31, 2024 was $11.8 million. Aggregate intrinsic value represents
the difference between the exercise price of the underlying stock option awards and the closing market price of our common stock of
$594.32 on the last trading day for the period ending December 31, 2024.

Stock-based Compensation Expense

We account for stock-based compensation using the fair-value method. Reported stock-based compensation expense was
classified as follows for the years ended December 31 (in thousands):

2024 2023 2022
Cost of product and service sales $ 60,089 $ 6,595 $ 4,607
Selling, general and administrative expenses 190,561 58,533 51,301
Research and development expenses 131,954 66,230 50,268
Total stock-based compensation expense $ 382,604 $ 131,358 § 106,176
Income tax benefit $ 79,275 § 13,509 $ 25,154
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Stock Incentive Plan

In May 2024, our sharcholders approved the Axon Enterprise, Inc. Amended and Restated 2022 Stock Incentive Plan (the
“Amended 2022 Plan”) authorizing an additional 2.2 million shares, plus remaining available shares under prior plans, for issuance
under the Amended 2022 Plan. Combined with the shares of our common stock remaining available under our legacy stock incentive
plans, there are 3.2 million shares available for grant as of December 31, 2024.

At-the-Market Equity Offering

We participate in an “at-the-market” equity offering program (the “ATM”), pursuant to which we are authorized to sell up to a
total of approximately 2.0 million shares of our common stock. During the year ended December 31, 2024, no shares were sold under
the ATM. During the year ended December 31, 2023, 467,594 shares of our common stock were sold under the ATM. We generated
approximately $96.4 million in aggregate gross proceeds from these sales. Aggregate net proceeds were $94.7 million after deducting
related expenses, including commissions to the sales agent and issuance costs of $1.7 million. During the year ended December 31,
2022, no shares were sold under the ATM.

We intend to use the net proceeds from the ATM for general corporate purposes, which may include, among other things,
providing capital to satisfy a portion of the tax obligations related to the vesting and settlement of stock compensation awards granted
to our executive officers and other employees under our stock plans, to support our growth, and to acquire or invest in product lines,
services, technologies or facilities.

Stock Repurchase Plan
In February 2016, our Board of Directors authorized a stock repurchase program to acquire up to $50.0 million of our outstanding

common stock subject to stock market conditions and corporate considerations. As of December 31, 2024 and 2023, $16.3 million
remained available under the plan for future purchases.
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Note 17 — Accumulated Other Comprehensive Loss

The following table reflects the changes in accumulated other comprehensive loss, net of tax (in thousands):

Unrealized Gains (Losses)

on Available-for-Sale Foreign Currency
Investments Translation Total
Balance, December 31, 2021 $ 207 $ (1,110) $ (1,317)
Other comprehensive loss (1,044) (4,818) (5.862)
Balance, December 31, 2022 $ (1,251) § (5,928) $ (7,179
Other comprehensive income (loss) 852 (4,352) (3,500)
Balance, December 31, 2023 $ 399 §$ (10,280) $ (10,679)
Other comprehensive income (loss) 369 (7,874) (7,505)
Balance, December 31, 2024 $ (30) $ (18,154) $ (18,184)

(1 Amounts are net of immaterial tax impacts
Note 18 - Leases

We have operating leases for office space, manufacturing and logistical functions. Operating lease assets and liabilities consisted
of the following at December 31, 2024 and December 31, 2023 (in thousands):

Leases (in thousands) Classification December 31, 2024 December 31, 2023
Assets
Operating lease assets Other assets $ 44,567 % 36,155
Liabilities
Current

Operating Other current liabilities $ 9453 $ 7,938
Noncurrent

Operating Long-term lease liabilities 41,383 33,550
Total lease liabilities $ 50,836 $ 41,488

The components of operating lease expenses were as follows for the years ended December 31 (in thousands):

2024 2023 2022
Total operating lease expense ‘" $ 14,568 $ 10,025 $ 8,703

(M Includes short-term leases, which are immaterial

Supplemental cash flow information related to operating leases were as follows for the year ended December 31 (in thousands):

2024 2023 2022
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows for operating leases $ 12,284  $ 8846 $ 9,216
Right-of-use assets obtained in exchange for lease liabilities:
Operating leases $ 14292 § 5927 § 21,815

Weighted-average remaining lease term and discount rate at December 31, 2024 and December 31, 2023 were as follows:
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December 31, 2024 December 31, 2023
Weighted average remaining lease term:
Operating leases 7.7 years 7.1 years
Weighted average discount rate:
Operating leases 7.60 % 6.05 %

Future minimum operating lease payments under non-cancellable leases as of December 31, 2024 were as follows (in thousands):

Operating
2025 13,791
2026 8,994
2027 6,606
2028 6,120
2029 5,546
Thereafter 28,409
Total minimum lease payments 69,466
Less: Amount representing interest (18,630)
Present value of lease payments $ 50,836

Note 19 - Employee Benefit Plans

We have a defined contribution profit sharing 401(k) plan for eligible employees, which is qualified under Sections 401(a) and
401(k) of the Internal Revenue Code of 1986, as amended. Employees are entitled to make tax-deferred contributions of their eligible
compensation up to the maximum allowed by law. We also sponsor defined contribution plans in certain of our international
subsidiaries.

Our matching contributions for all defined contribution plans for the years ended December 31, 2024, 2023 and 2022, were
approximately $17.2 million, $14.5 million and $10.9 million, respectively.
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Note 20 - Segment Data

Information relative to our reportable segments was as follows (in thousands):

For the year ended December 31, 2024
Software and

TASER Sensors Total
Net sales from products $ 763,761 $ 457,531 $ 1,221,292
Net sales from services 54,912 806,322 861,234
Net sales 818,673 1,263,853 2,082,526
Cost of sales 338,642 502,504 841,146
Other segment items'" 34,937 39,130 74,067
Adjusted gross margin $ 514,968 §$ 800,479 $ 1,315,447
Other segment items'" 74,067
Selling, general and administrative . 741,247
Research and development 441,593
Interest income, net 36,595
Other income (loss), net 286,369
Income before provision for income taxes $ 381,504

(' Other segment items includes the adjustment for noncash stock-based compensation expense, amortization of acquired intangible
assets, and inventory step-up amortization related to acquisitions to arrive at the profit measure used by the CODM

For the year ended December 31, 2023
Software and

TASER Sensors Total

Net sales from products $ 577,610 $ 386,392 $ 964,002
Net sales from services 35,900 560,797 596,697
Net sales 613,510 947,189 1,560,699
Cost of sales 241,977 363,269 605,246
Other segment itemst! 2,235 7,504 9,739
Adjusted gross margin $ 373,768 $ 591,424 $ 965,192
Other segment items'" 9,739

Selling, general and administrative 494,884

Research and development 303,719

Interest income, net 42,112
Other income (loss), net (41,901)

Income before provision for income taxes 3 157,061

() Other segment items includes the adjustment for noncash stock-based compensation expense and amortization of acquired
intangible assets to arrive at the profit measure used by the CODM
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For the year ended December 31, 2022
Software and

TASER Sensors Total
Net sales from products $ 511,057 § 286,120 $ 797,177
Net sales from services 19,987 369,979 389,966
Net sales 531,044 656,099 1,187,143
Cost of sales 195,239 265,791 461,030
Other segment items!" 1,562 5,708 7.270
Adjusted gross margin $ 337,367 $ 396,016 $ 733,383
Other segment items'" 7,270
Selling, general and administrative 399,330
Research and development 233,810
Interest income, net 4,294
Other income (loss), net 98,971
Income before provision for income taxes $ 196,238

() Other segment items includes the adjustment for noncash stock-based compensation expense and amortization of acquired
intangible assets to arrive at the profit measure used by the CODM

The following table presents supplemental information included within the measure of profit or loss, adjusted gross margin, reviewed
by our CODM (in thousands). There are no other material items presented to our CODM by segment or included within adjusted gross
margin for supplemental disclosure.

Year Ended December 31, 2024 Year Ended December 31, 2023 Year Ended December 31, 2022
Software Software
Software and and
TASER S and Sensors Total TASER Sensors Total TASER Sensors Total

Depreciation and amortization $ 18,789 $ 16,592 $ 35381 §$ 12346 § 5223 $ 17569 § 7,049 $ 4,082 §11.131
Significant noncash items:
Stock-based compensation

expense 34,906 25,183 60,089 2,234 4,361 6,595 1,561 3,046 4,607
Provisions for inventory 4,508 12,091 16,599 3,642 752 4,394 — — —
Warranty reserve expense 4,743 849 5,592 7,325 737 8,062 53 145 198

Note 21 — Business Combinations
The consolidated financial statements include the operating results of each acquisition from the date of acquisition noted below.
Pro forma results of operations and the revenue and net income subsequent to the acquisitions have not been presented because the

effects of the acquisitions were not material to our financial results.

Fusus

On January 31, 2024, we acquired the remaining 79.7% interest in Fusus, a global leader in real-time crime center technology, for
incremental consideration transferred of approximately $241.3 million (the “Fusus step acquisition”). Our existing 20.3% interest had a
fair value at the acquisition date of $63.3 million, which resulted in a non-taxable gain of $42.3 million recorded in other income (loss),
net in our consolidated statement of operations. The fair value of the previously held investment was remeasured using Level 3
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valuation techniques, which include inputs to the valuation methodology that are considered unobservable and significant to the fair
value measurement.

The acquisition expands our ability to aggregate live video, data and sensor feeds, which enhances situational awareness and
investigative capabilities for our customers in public safety, education and enterprise. Total acquisition-
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related transaction and integration costs for the years ended December 31, 2024 and 2023 were $4.7 million and $2.6 million,
respectively. These transaction costs were expensed as incurred in SG&A in our consolidated statements of operations.

The purchase price allocation was subject to revision during the measurement period through the fourth quarter of 2024. Based on
the final purchase price allocation, we recorded $249.9 million of goodwill, $72.9 million of identifiable intangible assets, and other net
liabilities assumed of $7.8 million, excluding deferred taxes. We also recorded a net deferred tax liability of $10.4 million.

The identifiable intangible assets included $56.6 million of developed technology, $14.4 million of customer relationships, and
$1.9 million of trademarks. With the assistance of third-party valuation experts, we calculated the fair values of the intangible assets
using the multi-period excess earnings method for the acquired developed technology, the with and without method for the customer
relationships, and the relief-from-royalty method for the trademarks. The valuation of acquired intangible assets utilized Level 3
valuation techniques, which include inputs to the valuation methodology that are considered unobservable and significant to the fair
value measurement. Significant assumptions used by management in the Fusus developed technology multi-period excess earnings
(income valuation) approach were projected revenues, earnings before interest, taxes, and depreciation and amortization (EBITDA)
margins, obsolescence technology factor, and the discount rate. The weighted average amortization period of the acquired intangible
assets as of the acquisition date was 7.5 years.

The goodwill generated from the acquisition is primarily attributable to synergies that are expected to be achieved from the
integration of the business and is not deductible for tax purposes. Consistent with the assignment of goodwill, the consolidated results
of Fusus are included in our Software and Sensors operating segment following the acquisition.

Dedrone

On October 1, 2024, we acquired the remaining 79.8% interest in Dedrone, a global leader in air space security, for incremental
consideration transferred of approximately $391.1 million, subject to customary purchase price adjustments (the “Dedrone step
acquisition”). Our existing 20.2% interest had a fair value at the acquisition date of $112.2 million, which resulted in a non-taxable gain
of $51.6 million recorded in other income (loss), net in our consolidated statement of operations. The fair value of the previously held
investment was remeasured using Level 3 valuation techniques, which include inputs to the valuation methodology that are considered
unobservable and significant to the fair value measurement.

This acquisition represents alignment to our mission and positions us to accelerate the next generation of drone and air space
solutions. Total acquisition-related transaction and integration costs were $13.0 million for the year ended December 31, 2024. These
transaction costs were expensed as incurred in SG&A in our consolidated statements of operations.

The purchase price allocation is subject to revision during the measurement period for normal closing activities, such as income
tax filings and settlement of escrow balances, which is expected to be completed by the third quarter of 2025. Based on the initial
purchase price allocation, we recorded $451.1 million of goodwill, $100.5 million of identifiable intangible assets, and other net
liabilities assumed of $47.1 million, excluding deferred taxes. We also recorded a net deferred tax liability of $1.2 million.

The identifiable intangible assets included $41.0 million of developed technology, $41.0 million of in-process research and
development, $15.0 million of customer relationships, and $3.5 million of trademarks. With the assistance of third-party valuation
experts, we calculated the fair values of the intangible assets using the primary method of cost approach for the developed technology
and in-process research and development, the with and without method for customer relationships, and the relief-from-royalty method
for the trademarks. The valuation of the developed technology and in-process research and development was also supported by an
income approach. The valuation of acquired intangible assets utilized Level 3 valuation techniques, which include inputs and
assumptions to the valuation methodology that are considered unobservable and significant to the fair value measurement. The
significant assumption used by management in the Dedrone developed technology and IPR&D cost approaches was direct development
cost build-up. The weighted average amortization period of the acquired intangible assets as of the acquisition date was 5.5 years.

The acquired in-process research and development projects represent projects that are expected to enhance our drone capabilities,
have not yet been completed for commercialization, and are required to be classified as indefinite-lived assets
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until their successful completion. These projects are expected to be placed in service and begin amortizing once they are
commercialized and begin contributing to our cash inflows during 2025.

The goodwill generated from the acquisition is primarily attributable to synergies that are expected to be achieved from the
integration of the business and is not deductible for tax purposes. Consistent with the assignment of goodwill, the consolidated results
of Dedrone are included in our Software and Sensors operating segment following the acquisition.

Note 22 — Subsequent Events

In February 2025, we entered into a series of transactions to acquire additional equity interests in an existing strategic investee for
an aggregate amount of $173.3 million. The closing of one of these transactions is contingent upon regulatory approval that is expected
to be received in March 2025.

Note 23 - Revision of Prior Period Financial Statements

As discussed in Note 1, in preparing the condensed consolidated financial statements as of and for the three and nine months
ended September 30, 2024, we identified errors in our previously issued financial statements related to our historical conclusions of
principal vs. agent accounting of certain reseller arrangements under ASC 606 and concluded they were not material to any previously
issued financial statements. The identified errors impacted our previously issued 2021 and 2022 annual financial statements, 2023
quarterly and annual financial statements, and 2024 quarterly financial statements through June 30, 2024. Consistent with revising our
quarterly financial statements as of September 30, 2024, we made adjustments to the prior period amounts presented in these financial
statements accordingly. Furthermore, we made adjustments to correct for other previously identified immaterial errors.

The following tables reflect the impact of the revision to the specific line items presented in our previously reported (a)
consolidated balance sheet as of December 31, 2023; (b) consolidated statements of operations and comprehensive income for the years
ended December 31, 2023 and December 31, 2022; (c) consolidated statements of stockholders' equity for the years ended December
31, 2023 and December 31, 2022; and (d) consolidated statements of cash flows for the years ended December 31, 2023 and December
31,2022.
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Consolidated Balance Sheet
(in thousands)

As of December 31, 2023 As Reported Revision As Revised

Accounts and notes receivable, net of allowance of $2,392 as of

December 31, 2023 $ 417,690 $ (4,729) $ 412,961
Contract assets, net 275,779 11,453 287,232
Prepaid expenses and other current assets 112,786 9,731 103,055
Total current assets 2,396,649 (3,007) 2,393,642
Deferred tax assets, net 229,513 (1,729) 227,784
Long-term contract assets, net 77,710 6,672 84,382
Other long-term assets 220,638 (29,607) 191,031
Total assets 3,436,845 (27,671) 3,409,174
Accounts payable 88,326 (22,474) 65,852
Accrued liabilities 188,230 5,320 193,550
Current portion of deferred revenue 491,691 (21,276) 470,415
Total current liabilities 799,969 (38,430) 761,539
Deferred revenue, net of current portion 281,852 (10,951) 270,901
Other long-term liabilities 2,936 17,979 20,915
Total liabilities 1,824,811 (31,402) 1,793,409
Retained earnings 431,249 3,731 434,980
Total stockholders’ equity 1,612,034 3,731 1,615,765
Total liabilities and stockholders’ equity $ 3,436,845 3 (27,671) § 3,409,174

Consolidated Statements of Operations and Comprehensive Income
(in thousands, except per share data)
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Year Ended December 31, 2023 As Reported Revision As Revised
Net sales from products S 967,711  § (3,709) $ 964,002
Net sales from services 595,680 1,017 596,697
Net sales 1,563,391 (2,692) 1,560,699
Cost of product sales 450,718 (3,010) 447,708
Cost of service sales 157,291 247 157,538
Cost of sales 608,009 (2,763) 605,246
Gross margin 955,382 71 955,453
Selling, general and administrative 496,874 (1,990) 494,884
Total operating expenses 800,593 (1,990) 798,603
Income from operations 154,789 2,061 156,850
Income before provision for income taxes 155,000 2,061 157,061
Provision for (benefit from) income taxes (19,227) 505 (18,722)
Net income $ 174227 $ 1,556 $ 175,783
Net income per common and common equivalent shares - Basic $ 235 § 002 § 2.37
Net income per common and common equivalent shares - Diluted $ 231 § 0.02 § 2.33
Comprehensive income S 170,727 $ 1,556 $ 172,283
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Year Ended December 31, 2022 As Reported Revision As Revised
Net sales from products $ 801,388 § 4,211) § 797,177
Net sales from services 388,547 1,419 389,966
Net sales 1,189,935 (2,792) 1,187,143
Cost of product sales 363,219 2,310) 360,909
Cost of service sales 98,078 2,043 100,121
Cost of sales 461,297 (267) 461,030
Gross margin 728,638 (2,525) 726,113
Selling, general and administrative 401,575 (2,245) 399,330
Total operating expenses 635,385 (2,245) 633,140
Income from operations 93,253 (280) 92,973
Income before provision for income taxes 196,518 (280) 196,238
Provision for (benefit from) income taxes 49,379 (71 49,308
Net income $ 147,139 $ 209) $ 146,930
Comprehensive income $ 141,277 $ (209) % 141,068

There was no impact on disclosed basic and diluted income per commo

31, 2022.

Censolidated Statements of Stockholders' Equity

(in thousands)

n and common equivalent shares for the year ended December

As Reported Revision As Revised
Total Total Total

Retained Stockholders’ Retained Stockholders’ Retained Stockholders’

Earnings Equity Earnings Equity Earnings Equity
Balance, December 31, 2021 $ 109883 §$ 1,047,849 $ 2384 § 2,384 § 112,267 $ 1,050,233
Net income 147,139 147,139 (209) (209) 146,930 146,930
Balance, December 31, 2022 257,022 1,268,491 2,175 2,175 259,197 1,270,666
Net income 174,227 174,227 1,556 1,556 175,783 175,783
Balance, December 31, 2023 $ 431,249 $ 1,612,034 §$ 3,731 §$ 3,731  § 434980 $ 1,615,765
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Consolidated Statements of Cash Flows
(in thousands)

Year Ended December 31, 2023 As Reported Revision As Revised

Cash flows from operating activities:

Net income $ 174227 $ 1,556 §$ 175,783
Deferred income taxes (73,002) 505 (72,497)
Provision for bad debts and inventory 1,090 4,394 5,484

Change in assets and liabilities:

Receivables and contract assets (172,524) (6.465) (178,989)
Inventory (71,896) (5,730) (77,626)
Deferred revenue 164,043 (17,224) 146,819
Accounts payable, accrued and other liabilities 64,384 945 65,329
Other - net (102,370) 22,019 (80,351)

Net cash provided by operating activities $ 189,263 § — 3 189,263

Other than the impact to the captions noted above, there was no impact on total cash flows from operating activities, or to cash flows
from investing or financing activities.

Year Ended December 31, 2022 As Reported Revision As Revised

Cash flows from operating activities:

Net income $ 147,139 § 209) $ 146,930
Deferred income taxes 22,090 71 22,019
Provision for bad debts and inventory 699 2 701

Change in assets and liabilities:

Receivables and contract assets (73,228) (4,998) (78,226)
Inventory (95,987) 976 (95,011)
Deferred revenue 159,718 (4,152) 155,566
Accounts payable, accrued and other liabilities 80,757 221 80,978
Other - net (52,207) 8,231 (43,976)

Net cash provided by operating activities $ 235,361 $ — 5 235,361

Other than the impact to the captions noted above, there was no impact on total cash flows from operating activities, or to cash flows
from investing or financing activities.
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Note 24 - Impact of Revision on Quarterly Statements of Operations and Comprehensive Income (Unaudited)

Condensed Consolidated Statements of Operations and Comprehensive Income
(in thousands, except per share data)

As Reported
December 31, September 30,

Three Months Ended 2024 2024

Net sales $ 575,145 § 544,274
Gross margin 345,849 330,747
Income (loss) from operations (15,755) 24,081
Net income 135,184 67,025
Net income per common and common equivalent shares - Basic S 1.77 $ 0.89
Net income per common and common equivalent shares - Diluted $ 167 $ 0.86

As discussed within Note 1, we recorded an out of period adjustment in the three months ended December 31, 2024. This adjustment
reduced revenue and net income by $5.1 million and $3.7 million, respectively. Of this total adjustment, $3.3 million and $2.3 million
for revenue and net income, respectively, pertained to prior fiscal years. These errors originated in prior years and were immaterial to

each respective prior period.

Three Months Ended June 30, 2024 As Reported Revision As Revised
Net sales from products $ 295,185 $ (2422) § 292.763
Net sales from services 208,914 1,559 210,473
Net sales 504,099 (863) 503,236
Cost of product sales 145,154 (2,527) 142,627
Cost of service sales 55,210 (757) 54,453
Cost of sales 200,364 (3,284) 197,080
Gross margin 303,735 2,421 306,156
Sales, general and administrative 169,427 1,537 170,964
270,861 1,537 272,398

Total operating expenses

Income from operations 32,874 884 33,758
Income before provision for income taxes 50,590 884 51,474
Provision for (benefit from) income taxes 9,793 208 10,001
Net income $ 40,797 § 676 § 41,473
Net income per common and common equivalent shares - Basic $ 054 $ 001 $ 0.55
Net income per common and common equivalent shares - Diluted $ 053 § — S 0.53

$ 38,189 $ 676 § 38,865

Comprehensive income
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Three Months Ended March 31, 2024 As Reported Revision As Revised
Net sales from products S 272,048 $ (1,624) $ 270,424
Net sales from services 188,688 759 189.447
Net sales 460,736 (865) 459,871
Cost of product sales 151,698 462 152,160
Cost of service sales 48,992 91 49,083
Cost of sales 200,690 553 201,243
Gross margin 260,046 (1,418) 258,628
Sales, general and administrative 152,669 (1,594) 151,075
Total operating expenses 243,766 (1,594) 242,172
Income from operations 16,280 176 16,456
Income before provision for income taxes 165,720 176 165,896
Provision for (benefit from) income taxes 32,502 42 32,544
Net income 3 133,218 § 134 % 133,352
Net income per common and common equivalent shares - Basic $ 1.77 $ — 3 1.77
Net income per common and common equivalent shares - Diluted 5 1.73 % — 5 1.73
Comprehensive income $ 132,311 § 134§ 132,445
Three Months Ended December 31, 2023 As Reported Revision As Revised
Net sales from products $ 258,405 $ (1,966) $ 256,439
Net sales from services 173,737 200 173,937
Net sales 432,142 (1,766) 430,376
Cost of product sales 125,664 (1,764) 123,900
Cost of service sales 42,591 (107) 42,484
Cost of sales 168,255 (1,871) 166,384
Gross margin 263,887 105 263,992
Sales, general and administrative 137,106 167 137,273
Total operating expenses 221,078 167 221,245
Income from operations 42,809 (62) 42,747
Income before provision for income taxes 55,802 (62) 55,740
Provision for (benefit from) income taxes (1,469) 148 (1,321)
Net income $ 57271 § (210) $ 57,061
Net income per common and common equivalent shares - Basic $ 076 $ — S 0.76
Net income per common and common equivalent shares - Diluted $ 075 § — § 0.75
Comprehensive income $ 59,461 $ 210) $ 59,251
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Three Months Ended September 30, 2023 As Reported Revision As Revised
Net sales from products $ 256,443 $ (1,388) § 255,055
Net sales from services 157,158 1,065 158,223
Net sales 413,601 (323 413,278
Cost of product sales 116,278 (1,665) 114,613
Cost of service sales 42,051 (42) 42,009
Cost of sales 158,329 (1,707) 156,622
Gross margin 255,272 1,384 256,656
Sales, general and administrative 123,279 (922) 122,357
Total operating expenses 200,159 (922) 199,237
Income from operations 55,113 2,306 57,419
Income before provision for income taxes 69,423 2,306 71,729
Provision for (benefit from) income taxes 10,026 394 10,420
Net income $ 59397 §$ 1912 § 61,309
Net income per common and common equivalent shares - Basic $ 079 $ 003 $ 0.82
Net income per common and common equivalent shares - Diluted $ 0.78 § 003 § 0.81
Comprehensive income $ 53,254 $ 1,912 § 55,166
Three Months Ended June 30, 2023 As Reported Revision As Revised
Net sales from products $ 233474 § 214§ 233,688
Net sales from services 141,131 (2,115) 139,016
Net sales 374,605 (1,901) 372,704
Cost of product sales 101,192 (254) 100,938
Cost of service sales 41,292 133 41,425
Cost of sales 142,484 (121) 142,363
Gross margin 232,121 (1,780) 230,341
Sales, general and administrative 119,922 (614) 119,308
Total operating expenses 191,862 (614) 191,248
Income from operations 40,259 (1,166) 39,093
Income (loss) before provision for income taxes (12,109) (1,166) (13,275)
Provision for (benefit from) income taxes (24,529) (260) (24,789)
Net income $ 12,420 $ (906) $ 11,514
Net income per common and common equivalent shares - Basic $ 017 § 0.on $ 0.16
Net income per common and common equivalent shares - Diluted $ 0.16 § (oon $ 0.15
Comprehensive income $ 11,013 § (906) $ 10,107
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Three Months Ended March 31, 2023 As Reported Revision As Revised
Net sales from products $ 219,389 § (569) § 218,820
Net sales from services 123,654 1,867 125,521
Net sales 343,043 1,298 344,341
Cost of product sales 107,584 673 108,257
Cost of service sales 31,357 263 31,620
Cost of sales 138,941 936 139,877
Gross margin 204,102 362 204,464
Sales, general and administrative 116,567 (621) 115,946
Total operating expenses 187,494 (621) 186,873
Income from operations 16,608 983 17,591
Income before provision for income taxes 41,884 983 42 867
Provision for (benefit from) income taxes (3,255) 223 (3,032)
Net income $ 45,139 $ 760 $ 45,899
Net income per common and common equivalent shares - Basic $ 062 $ 00l $ 0.63
Net income per common and common equivalent shares - Diluted $ 061 § 001 § 0.62
Comprehensive income $ 46,999 $ 760 $ 47,759
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Axon Enterprise, Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheet of Axon Enterprise, Inc. and its subsidiaries (the "Company") as of
December 31, 2024, and the related consolidated statements of operations and comprehensive income (loss), of stockholders’ equity
and of cash flows for the year then ended, including the related notes (collectively referred to as the "consolidated financial
statements"). We also have audited the Company's internal control over financial reporting as of December 31, 2024, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
the Company as of December 31, 2024, and the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America. Also in our opinion, the Company did not maintain, in all
material respects, effective internal control over financial reporting as of December 31, 2024, based on criteria established in Internal
Control - Integrated Framework (2013) issued by the COSO because a material weakness in internal control over financial repotting
existed as of that date as the Company did not design and maintain effective controls related to revenue recognition for its customer
contracts.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the annual or interim financial statements will not be prevented or detected on a
timely basis. The material weakness referred to above is described in Management’s Report on Internal Control over Financial
Reporting appearing under Item 9A. We considered this material weakness in determining the nature, timing, and extent of audit tests
applied in our audit of the 2024 consolidated financial statements, and our opinion regarding the effectiveness of the Company’s
internal control over financial reporting does not affect our opinion on those consolidated financial statements.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in management's
report referred to above. Our responsibility is to express opinions on the Company’s consolidated financial statements and on the
Company's internal control over financial reporting based on our audits. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission
and the PCAOB. ‘

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits
to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to
error or fraud, and whether effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the
consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over financial reporting
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable
basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

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

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

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial statements
that were communicated or required to be communicated to the audit committee and that (i) relate to accounts or disclosures that are
material to the consolidated financial statements and (ii) involved our especially challenging, subjective, or complex judgments. The
communication of critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as a
whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit matters or
on the accounts or disclosures to which they relate.

Revenue Recognition for Certain Products and Services

As described in Notes 1 and 2 to the consolidated financial statements, the Company’s net sales were $2.1 billion for the year ended
December 31, 2024, a significant portion of which relates to certain products and services. The Company derives revenue from two
primary sources: the sale of physical products and subscriptions to software-as-a-service (SaaS) offerings. To a lesser extent, the
Company also recognizes revenue from training, professional services and other software and SaaS services. Revenues are recognized
upon transfer of control of promised products or services to customers in an amount that reflects the consideration the Company
expects to receive in exchange for those products or services. Contracts include various combinations of products and services, each of
which is generally distinct and accounted for as a separate performance obligation. Performance obligations to deliver products are
generally satisfied at the point in time the Company ships the product as this is when the customer obtains control of the asset.
Performance obligations to provide the SaaS offerings are generally satisfied over time as the customer receives and consumes the
benefits of these services over the stated service period. Products and services may be sold on a standalone basis or as part of a bundle
of hardware products and services together. Contracts with other cancellation provisions or optional periods may require judgment in
determining the contract term, including the existence of substantive termination penalties, determining transaction price and
identifying the performance obligations. Customers may request changes that amend, replace or cancel existing contracts and judgment
is required to determine whether these changes should be accounted for as a separate contract or a modification to an existing contract.

The principal considerations for our determination that performing procedures relating to revenue recognition for certain products and
services is a critical audit matter are (i) the significant judgment by management in evaluating key terms and conditions in contracts
with customers that impact revenue recognition and (ii) a high degree of auditor judgment, subjectivity, and effort in performing
procedures and evaluating audit evidence related to management’s evaluation of the key terms and conditions in contracts with
customers related to contract term, cancellation provisions, substantive termination penalties, optional periods, and if changes to
contracts should be accounted for as separate or modified contracts. As described in the “Opinions on the Financial Statements and
Internal Control over Financial Reporting” section, a material weakness was identified related to this matter.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion
on the consolidated financial statements. These procedures included testing the effectiveness of controls relating to the revenue
recognition process, including controls over contract reviews to identify key terms and conditions in contracts with customers. These
procedures also included, among others, for a sample of revenue transactions from certain products and services, (i) evaluating the
reasonableness of management’s judgments in accounting for the key terms and conditions in the contracts, including evaluating
contract term, cancellation provisions, substantive termination penalties, optional periods, and if changes to contracts should be
accounted for as separate or modified contracts; (ii) testing revenue recognized by obtaining and inspecting source documents, such as
contracts, purchase orders, invoices, proof of transfer of control, and cash receipts; and (iii) confirming a sample of outstanding
customer invoice balances as of December 31, 2024 and, for confirmations not returned, obtaining and inspecting source documents,
such as contracts, purchase orders, invoices, proof of transfer of control, and subsequent cash receipts.
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Valuation of Certain Intangible Assets - Acquisitions of Fusus and Dedrone

As described in Notes 8 and 21 to the consolidated financial statements, during 2024, the Company completed the step acquisitions of
its remaining interests in Fusus L.L.C. (“Fusus™) and Dedrone Holdings, Inc. (“Dedrone”). The incremental consideration transferred
for the Fusus acquisition was $241.3 million, and $56.6 million of developed technology was recorded. The incremental consideration
transferred for the Dedrone acquisition was $391.1 million, and $41.0 million of developed technology and $41.0 million of in-process
research and development (IPR&D) was recorded. The fair value of the acquired Fusus developed technology was calculated using the
multi-period excess earnings method, and significant assumptions used by management were projected revenues, eamnings before
interest, taxes, and depreciation and amortization (EBITDA) margins, obsolescence technology factor, and the discount rate. The fair
value of the acquired Dedrone developed technology and IPR&D were calculated using the cost approach, and the significant
assumption used by management was direct development cost build-up.

The principal considerations for our determination that performing procedures relating to the valuation of certain intangible assets
acquired in the acquisitions of Fusus and Dedrone is a critical audit matter are (i) the significant judgment by management when
developing the fair value estimates of the Fusus developed technology and the Dedrone developed technology and [PR&D intangible
assets acquired; (ii) a high degree of auditor judgment, subjectivity, and effort in performing procedures and evaluating management’s
significant assumptions related to the projected revenues, EBITDA margins, obsolescence technology factor, and discount rate for the
Fusus developed technology intangible asset acquired and the direct development cost build-up for the Dedrone development
technology and IPR&D intangible assets acquired; and (iii) the audit effort involved the use of professionals with specialized skill and
knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion
on the consolidated financial statements. These procedures included testing the effectiveness of controls relating to the acquisition
accounting, including controls over management’s valuation of the Fusus developed technology and the Dedrone developed technology
and IPR&D intangible assets acquired. These procedures also included, among others (i) reading the purchase agreements; (ii) testing
management’s process for developing the fair value estimates of the Fusus developed technology and the Dedrone developed
technology and IPR&D intangible assets acquired; (iii) evaluating the appropriateness of the multi-period excess earnings method used
by management for the Fusus developed technology and the cost approach used by management for the Dedrone developed technology
and IPR&D; (iv) testing the completeness and accuracy of underlying data used by management in the valuation approaches; (v) and
evaluating the reasonableness of significant assumptions used by management related to the projected revenues, EBITDA margins,
obsolescence technology factor, and discount rate related to the Fusus developed technology and the direct development cost build-up
related to the Dedrone developed technology and IPR&D intangible assets acquired. Evaluating the reasonableness of management’s
significant assumptions related to the projected revenues and EBITDA margins for the Fusus developed technology and the direct
development cost build-up related to the Dedrone developed technology and IPR&D involved considering (i) the past performance of
the acquired businesses, (ii) the consistency with external market and industry data, and (iii) whether the assumptions were consistent
with evidence obtained in other areas of the audit. Evaluating the reasonableness of management’s significant assumption related to
obsolescence technology factor for the Fusus developed technology involved considering (i) the consistency with external market data,
and (i) whether the assumptions were consistent with evidence obtained in other areas of the audit. Professionals with specialized skill
and knowledge were used to assist in the (i) evaluation of the appropriateness of the multi-period excess earnings method and
reasonableness of the obsolescence technology factor and discount rate assumptions used in the valuation of the Fusus developed
technology intangible asset acquired and (ii) evaluation of the appropriateness of the cost approach used in the valuation of the Dedrone
developed technology and IPR&D intangible assets acquired.

/s/ PricewaterhouseCoopers LLP

Phoenix, Arizona
February 28, 2025
We have served as the Company’s auditor since 2024.

110

https:/iwww.sec.gov/Archives/edgar/data/10691 83/000106918325000019/axon-20241231.htm 191/206



2/9/26, 11:44 AM axon-20241231

Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Axon Enterprise, Inc.

Opinion on the financial statements

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

Basis for opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the
Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error
or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

/s/ GRANT THORNTON LLP

We served as the Company’s auditor from 2005 to 2024
Phoenix, Arizona
February 27, 2024 (except for Note 20, Note 23 and Note 24, as to which the date is February 28, 2025)
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Attached as exhibits to this Form 10-K are certifications of the Chief Executive Officer (as the principal executive officer) and
Chief Financial Officer (as the principal financial and accounting officer), which are required in accordance with Rule 13a-14 of the
Exchange Act. This section includes information concerning the controls and controls evaluation referred to in the certifications. This
section should be read in conjunction with the certifications and the PricewaterhouseCoopers LLP audit report for a more complete
understanding of the topics presented. PricewaterhouseCoopers LLP has independently assessed the effectiveness of our internal
control over financial reporting as of December 31, 2024 and its report is included in Item 8 of this Form 10-K.

Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial Officer are responsible for the evaluation of the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of December 31, 2024, the end of the
period covered by this Annual Report on Form 10-K. Our disclosure controls and procedures are designed to ensure that information
we are required to disclose in reports that we file or submit under the Exchange Act, as amended, is recorded, processed, summarized
and reported, within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding required disclosure. Based on this evaluation, our Chief Executive Officer and our Chief Financial Officer have

concluded that our disclosure controls and procedures were not effective as of December 31, 2024, as a result of the material weakness
in internal control over financial reporting discussed below.

Notwithstanding the material weakness, and based on the additional analyses and other procedures management performed to
ensure that its consolidated financial statements included in this Annual Report were prepared in accordance with U.S. GAAP, we have
concluded that the consolidated financial statements and other financial information included in this Form 10-K fairly present in all
material respects our financial condition, results of operations, and cash flows for the periods presented in conformity with accounting
principles generally accepted in the U.S.

Management's Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act). Management has assessed the effectiveness of our internal control over
financial reporting as of December 31, 2024 based on criteria established in Internal Control - Integrated Framework (2013) issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this evaluation, management concluded
that the Company's internal control over financial reporting was not effective as of December 31, 2024 as a result of the material
weakness described below.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there
is a reasonable possibility that a material misstatement of the annual or interim financial statements will not be prevented or detected on
a timely basis. The Company did not design and maintain effective controls related to revenue recognition for its customer contracts.
Specifically, the Company did not design and maintain controls to update its revenue recognition policies to reflect changes in product
offerings or terms and conditions of arrangements with customers to ensure revenue was appropriately recognized and disclosed in
accordance with U.S. GAAP. This material weakness resulted in immaterial errors related to revenue, related contract assets and
liabilities, and the remaining performance obligations disclosure as of and for each of the interim and annual periods during 2022, 2023
and 2024. Additionally, the material weakness could result in a misstatement of the aforementioned accounts and disclosure that would
result in a material misstatement to the annual or interim consolidated financial statements that would not be prevented or detected.

Our independent registered public accounting firm, PricewaterhouseCoopers LLP, has audited the effectiveness of the Company’s
internal control over financial reporting as of December 31, 2024 as stated in their report which appears in Item 8 of this Form 10-K.
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Remediation Plan

We are committed to maintaining strong internal control over financial reporting. In relation to the material weakness,
management, with oversight from the Company’s Audit Committee, is in the process of developing and implementing remediation
plans in response to the identified material weakness described above. Specifically, the Company is in the process of designing and
implementing control activities to ensure there is the appropriate periodic assessment of its revenue accounting policies, and that
updates to the polices are made to reflect changes in product offerings or terms and conditions of the arrangements with customers.
Additionally, the Company is designing and implementing additional monitoring controls for its existing and new revenue streams.
This material weakness will not be considered remediated until the applicable controls operate for a sufficient period of time for
management to conclude, through testing, that such controls are operating effectively. Management is committed to the remediation of
the material weakness described above, as well as the continued improvement of our internal controls and will continue to review,
optimize and enhance financial reporting controls and procedures.

Changes in Internal Control over Financial Reporting
There have been no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-

15(f) under the Exchange Act) during the fiscal quarter ended December 31, 2024, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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Item 9B. Other Information
Rule 10b5-1 Director and Officer Trading Arrangements
The table below describes the contracts, instructions or written plans for the purchase or sale of securities adopted or terminated

by our directors or officers (as defined in Rule 16a-1(f) under the Exchange Act) during the three months ended December 31, 2024,
that are intended to satisfy the affirmative defense conditions of Rule 10b5-1(c).

Aggregate
Number of
Date of Adoption or Securities to be
Name and Title Action Termination Expiration Date Sold
Patrick W. Smith,
Chief Executive Officer Termination'” December 12, 2024 December 31, 2025 789,071
Jeri Williams,
Director Adoption December 10, 2024 December 31, 2025 964
Patrick W. Smith,
Chief Executive Olfficer Adoption December 15, 2024 October 20, 2028 150,000

() Trading arrangement was originally adopted on May 24, 2024

No other Rule 10b5-1 trading arrangements or “non-Rule 10b5-1 trading arrangements” (as defined by Item 408(c) of Regulation
S-K) were entered into, modified or terminated by our directors or officers during such period.

Appointment of Principal Accounting Officer

We are providing the following disclosure in lieu of filing a Current Report on Form 8-K relating to Item 5.02 (Departure of
Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain
Officers).

On February 27, 2025, the Board of Directors approved the appointment of Jennifer Mak, the Company’s Chief Accounting
Officer, to serve as the Company’s principal accounting officer effective as of April 1, 2025. Brittany Bagley, Chief Operating Officer
and Chief Financial Officer, currently serves as both the Company’s principal financial officer and principal accounting officer, will
continue to serve as the Company’s principal accounting officer through March 31, 2025 and will continue to serve as the Company’s
principal financial officer on an ongoing basis.

Ms. Mak, age 50, joined the Company on September 25, 2023 and has served as the Chief Accounting Officer since that time.
Previously, Ms. Mak served at MSCI Inc., as Global Controller and Head of Finance Operations from July 2018 through September
2023. Prior to that, Ms. Mak served at Honeywell International Inc. (“Honeywell”), as Vice President and Controller from April 2016 to
June 2018, and as Controller of the Performance Materials and Technologies segment from April 2014 to April 2016. She joined
Honeywell in 2010 and served as Assistant Controller of Honeywell from 2011. Ms. Mak earned her Bachelor of Science degree in
Accountancy from the University of Illinois at Urbana-Champaign, IL.

Ms. Mak received total cash compensation of $402,195 in her position at the Company from January 1, 2025 through February
28, 2025 consisting of base salary and annual bonus award under the Company’s annual cash incentive plan. Ms. Mak received the
following compensation and benefits in her position at the Company in 2024: (a) total cash compensation of $579,306 inclusive of base
salary, an annual bonus award under the Company’s annual cash incentive plan, and reimbursement of certain expenses, (b) 3,532
shares of RSUs, subject to continued service through each vesting date, and (c) 27,344 shares of PSUs as part of our 2024 Employee
eXponential Stock Plan.

In connection with her appointment as the Company’s principal accounting officer, Ms. Mak will continue receiving a base salary,
and be eligible to participate in the Company’s annual incentive compensation plans and long-term incentive plans and receive
restricted stock unit awards under the Company’s 2024 Employee eXponential Stock Plan and the Company’s Amended and Restated
2022 Stock Incentive Plan, at levels commensurate with other similarly situated persons at the Company.
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Other than such compensation arrangements, Ms. Mak has no interest in any transactions that would require disclosure pursuant
to Ttem 404(a) of Regulation S-K. The selection of Ms. Mak to serve as the Company’s principal accounting officer was not made
pursuant to any arrangement or understanding with respect to any other person. There are no family relationships, as defined in Item
401 of Regulation S-K, between Ms. Mak and any of the Company’s directors or executive officers.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

None.

PART III
Item 10. Directors, Executive Officers and Corporate Governance

The information required to be disclosed by this item is incorporated herein by reference to our definitive proxy statement for the
2025 Annual Meeting of Shareholders (the “2025 Proxy Statement™), which we expect to file with the SEC within 120 days after the
end of our fiscal year ended December 31, 2024.

We have adopted insider trading policies and procedures governing the purchase, sale, and other dispositions of securities of Axon
by the Company, directors, officers, and employees that we believe are reasonably designed to promote compliance with insider trading
laws, rules and regulations. Our insider trading policy states, among other things, that the Company and our directors, officers, and
employees are prohibited from trading in such securities while in possession of material, nonpublic information. The foregoing
summary of our insider trading policies and procedures does not purport to be complete and is qualified by reference to our Insider
Trading Policy filed as an exhibit to this Annual Report on Form 10-K.

Item 11. Executive Compensation
The information required to be disclosed by this item is incorporated herein by reference to our 2025 Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

A description of our equity compensation plans approved by our shareholders is included in Note 16 in Part I, Item 8 of this
Annual Report on Form 10-K. The following table provides details of our equity compensation plans at December 31, 2024:

Number of Securities
Number of Weighted Remaining Available for
Securities to be Average Future Issuance Under Equity
Issued upon Exercise Price Compensation Plans (Excluding
Exercise of Outstanding of Outstanding Options, Securities
Options, Warrants and Rights Warrants and Rights Reflected
Plan Category (a) (b) (D) in Column (a)) (c)
Equity compensation plans approved by
security holders 6,533,598 §$ 28.58 3,201,463
Equity compensation plans not approved
by security holders® 35,843 — 112,505
Total 6,569,441 3,313,968

(h  The weighted average exercise price is calculated based solely on the exercise prices of the outstanding stock options and does
not reflect the shares that will be issued upon the vesting of outstanding awards of RSUs that have no exercise price.

@ In September 2022, our Board of Directors adopted the Axon Enterprise, Inc. 2022 Stock Inducement Plan (the “2022 Inducement
Plan”) pursuant to which we reserved 250,000 shares of common stock for issuance under the 2022 Inducement Plan. In
September 2019, our Board of Directors adopted the Axon Enterprise, Inc. 2019 Stock Inducement Plan (the “2019 Inducement
Plan” and, together with the 2022 Inducement Plan, the “Inducement Plans™)
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pursuant to which we reserved 500,000 shares of common stock for issuance under the 2019 Inducement Plan. The Inducement
Plans were adopted without sharcholder approval pursuant to Rule 5635(c)4) and Rule 5635(c)(3) of the Nasdaq Listing Rules.
Each Inducement Plan provides for the grant of equity-based awards, including restricted stock, RSUs, performance shares and
PSUs, and its terms are substantially similar to our shareholder-approved 2022 Plan and 2019 Plan, respectively. In accordance
with Rule 5635(c)(4) and Rule 5635(c)(3) of the Nasdaq Listing Rules, awards under each Inducement Plan may only be made to
individuals not previously employees or non-employee directors of the Company (or following such individuals’ bona fide period
of non-employment with the Company), as an inducement material to the individuals’ entry into employment with the Company.

All other information required to be disclosed by this item is incorporated herein by reference to our 2025 Proxy Statement.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required to be disclosed by this item is incorporated herein by reference to our 2025 Proxy Statement.
Item 14. Principal Accountant Fees and Services

The information required to be disclosed by this item is incorporated herein by reference to our 2025 Proxy Statement.
PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) The following documents are filed as part of this report:

1. Consolidated financial statements: All consolidated financial statements as set forth under Part I[, Item 8 of this report.

2. Supplementary Financial Statement Schedules: Supplementary schedules have not been included because they are not
applicable or because the information is included elsewhere in the consolidated financial statements or notes thereto.

3. Exhibits:

Exhibit

Number Description

3.1 Amended and Restated Certificate of Incorporation ( incornorated by reference to Exhibit 3.1 to the Quarterly Report on
Form 10-Q, filed August 9, 2022)

32 Bylaws. as amended and restated (incorporated by reference to Exhibit 3.2 to the Current Report on Form 8-K, filed
December 21, 2023)

4.1 Form of Common Stock Certificate (incorporated by reference to Exhibit 4.2 to Registration Statement on Form SB-2,
effective May 11, 2001 (Registration No. 333-55658))

42 Description of Securities of Axon Enterprise, Inc. registered under Section 12 of the Exchange Act (incorporated by
reference to Exhibit 4.2 to the Annual Report on Form 10-K, filed February 27, 2024)

43 Indenture, dated as of December 9, 2022, between Axon Enterprise, Inc, and U.S. Bank Trust Company, National
Association, as trustee (incorporated by reference to Exhibit 4.1 to the Current Report on Form 8-K, filed December 9,
2022)

4.4 Form of 0.50% Convertible Senior Note due 2027 ( incorporated by reference to Exhibit A in Exhibit 4.1 to the Current
Report on Form 8-K, filed December 9, 2022)

10.1+ Form of Indemnification Agreement between the Company and its directors (incorporated by reference to Exhibit 10.4
to Registration Statement on Form SB-2, effective May, 11, 2001 (Registration No. 333-55658))

10.2+ Form of Indemnification Agreement between the Company and its officers (incorporated by reference to Exhibit 10.5 to
Registration Statement on Form SB-2. effective May 11, 2001 (Registration No. 333-55658))

10.3+ TASER International, Inc. Deferred Compensation Plan ( incorporated by reference to Exhibit 10.1 to Form 8-K, filed on

July 12,2013)
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Exhibit

Number Description

10.4+ CEO Performance Award (incorporated by reference to Annex A of the Company’s Proxy Statement, filed on April 13,
2018)

10.5+ Axon Enterprise, Inc. 2019 Stock Incentive Plan (incorporated by reference to Annex A of the Company’s Proxy
Statement, filed on December 31, 2018)

10.6+ Axon Enterprise. Inc. 2019 Stock Incentive Plan Exponential Stock Unit Grant Notice ( incorporated by reference to
Annex B of the Company’s Proxy Statement, filed on December 31, 2018)

10.7+ Executive Employment Agreement by and between Axon Enterprise, Inc. and Joshua M. Isner (incorporated by
reference to Exhibit 10.3 to the Current Report on Form 8-K, filed June 4, 2019)

10.8+ Executive Employment Agreement by and between Axon Enterprise, Inc. and Jeffrey C. Kunins, dated September 23,
2019 (incorporated by reference to Exhibit 10.16 to the Annual Report on Form 10-K, filed February 28, 2020)

10.9+ Axon Enterprise, Inc. 2019 Stock Inducement Plan (incorporated by reference to Exhibit 99.1 to the registration
statement on Form S-8, filed September 23, 2019)

10.10+ Auction Statement from the Company, to the Arizona State Land Department (incorporated by reference to Exhibit 10.1
to the Quarterly Report on Form 10-Q, filed November 6, 2020)

10.11+ Construction Manasement Agreement, dated February 23, 2022, by and between Axon Enterprise, Inc. and Okland
Construction Company, Inc. (incorporated by reference to Exhibit 10.19 to the Annual Report on Form 10-K, filed
February 24, 2022)

10.12+ Axon Enterprise, Inc. 2022 Stock Incentive Plan (incorporated by reference to Annex B of the Company’s Proxy
Statement, filed April 8, 2022)

10.13+ Axon Enterprise,_Inc. 2022 Stock Inducement Plan (incorporated by reference to Exhibit 99.1 to_the registration
statement on Form S-8, filed September 23, 2022)

10.14+ Executive Employment Agreement by and between Axon Enterprise, Inc. and Brittany Bagley (incorporated by
reference to Exhibit 10.1 to the Quarterly Report on Form 10-Q, filed November 9, 2022)

10.15 Form of Convertible Note Hedge Confirmation (incorporated by reference to Exhibit 10.1 to the Current Report on
Form 8-K, filed December 9, 2022)

10.16 Form of Warrant Confirmation (incorporated by reference to Exhibit 10.2 to the Current Report on Form 8-K, filed
December 9, 2022)

10.17 Credit Agreement, dated December 15, 2022, by and between Axon Enterprise, Inc. and JPMorgan Chase Bank, N.A.
(incorporated by reference to Exhibit 10.24 to the Annual Report on Form 10-K, filed February 28, 2023)

10.18+ Employment Agreement, dated December 8, 2023, by and between Axon Enterprise, Inc. and Patrick W. Smith
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K, filed December 14, 2023)

10.19+ Letter Aoreement, dated December 8, 2023, by and between Axon Enterprise, Inc. and Patrick W. Smith (incorporated
by reference to Exhibit 10.2 to the Current Report on Form 8-K, filed December 14, 2023)

10.20+ Axon Enterprise. Inc. Amended and Restated 2022 Stock Incentive Plan, effective as of May 10, 2024 (incorporated by
reference to the Definitive Proxy Statement, filed on March 29, 2024).

10.21+ Axon Enterprise, Inc. eXponential Stock Plan, effective as of May 10, 2024 ( incorporated by reference to the Definitive
Proxy Statement, filed on March 29, 2024).

10.22+ 2024 CEO Performance Award, effective as of December 22, 2023 (incorporated by_reference to the Definitive Proxy
Statement, filed on March 29, 2024).

10.23 Distribution Agreement, dated May, 2024, by and between Axon Enterprise, Inc. and J.P. Morgan Securities LLC.
(incorporated by, reference to Exhibit 1.1 to the Current Report on Form 8-K, filed May 13, 2024)

19.1* Axon Enterprise, Inc. Insider Trading Policy,

21.1% List of Subsidiaries

23.1* Consent of PricewaterhouseCoopers LLP, independent registered public accounting firm

23.2% Consent of Grant Thomton, LLP, independent registered public accounting firm

24.1* Powers of attorney, (see signature page)

31.1% Principal Executive Officer Certification pursuant to Rule 13a-14(a) or Rule 15d-14(a)

31.2* Principal Financial Officer Certification pursuant to Rule 13a-14(a) or Rule 15d-14(a)
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Exhibit

Number Description

32%* Principal Executive Officer and Principal Financial Officer Certification pursuant to 18 U.S.C. Section 1350 as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

97 Axon Enterprise, Inc. Incentive Compensation Recoyery. Policy, (incorporated by, reference to Exhibit 97 to the Annual
Report on Form 10-K, filed February 27, 2024)

101.INS* 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.
101.SCH* Intine XBRL Taxonomy Extension Schema Document
101.CAL* Inline XBRL Taxonomy Calculation Linkbase Document
101.LAB* Inline XBRL Taxonomy Label Linkbase Document
101.PRE* Inline XBRL Taxonomy Presentation Linkbase Document
104 The cover page from the Company’s Annual Report for the year ended December 31, 2024, formatted in Inline XBRL
+ Management contract or compensatory plan or arrangement
*  Filed herewith

** Fyrnished herewith

+  Certain confidential portions of this Exhibit were omitted by means of marking such portions with brackets (“[***]”) because the
identified confidential portions (i) are not material and (ii) would be competitively harmful if publicly disclosed.

Item 16. Form 10-K Summary

Not applicable.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

AXON ENTERPRISE, INC.

Date: February 28, 2025
By: /s/ PATRICK W. SMITH
Chief Executive Olfficer, Director
(Principal Executive Officer)

Date: February 28, 2025 By: /s/ BRITTANY BAGLEY
Chief Operating Officer and Chief Financial Officer
(Principal Financial and Accounting Officer)
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POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints
Patrick W. Smith his or her true and lawful attorney-in-fact and agent, with full power of substitution and resubstitution, for him or her
in any and all capacities, to sign any amendments to this Annual Report on Form 10-K, and to file the same, with exhibits thereto and
other documents in connection therewith, with the Securities and Exchange Commission, hereby ratifying and confirming all that each
of said attorneys-in-fact, or his substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

Chief Executive Officer, Director
/s/ PATRICK W. SMITH (Principal Executive Officer) February 28, 2025

Patrick W. Smith

Chief Operating Officer and Chief Financial Officer

/s/ BRITTANY BAGLEY (Principal Financial and Accounting Officer) February 28, 2025
Brittany Bagley
/s/ ERIKA AYERS BADAN Director February 28, 2025

Erika Ayers Badan

/s/ ADRIANE M. BROWN Director February 28, 2025
Adriane M. Brown

/s/ JULIE A. CULLIVAN Director February 28, 2025
Julie A. Cullivan

/s/ MICHAEL GARNREITER Director February 28, 2025

Michael Garnreiter

/s/ CAITLIN E. KALINOWSKI Director February 28, 2025
Caitlin E. Kalinowski

/s/ MATTHEW R. MCBRADY Director February 28, 2025
Matthew R. McBrady

/s/ HADI PARTOVI Director February 28, 2025
Hadi Partovi

/s/ GRAHAM SMITH Director February 28, 2025
Graham Smith
/s/ JERI WILLIAMS Director February 28, 2025

Jeri Williams
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ITEM NUMBER ITEM NAME 2026 Price 2026 ITEM NUMBER
11003 YELLOW X26P CEW HANDLE $ 1,450.00

22011 APPM AUTOMATIC SHUT DOWN BATTERY PACK X2/X26P $ 104.80

22190 25 FT. STANDARD CARTRIDGE X26/X26P $ 45.94

11501 RIGHT HAND HOLSTER X26 P BLACK HAWK $ 93.94

11504 LEFT HAND HOLSTER X26 P BLACK HAWK $ 93.99

20248 TASER 7 EVIDENCE.COM ACCESS LICENSE $ 349.80

20246 TASER 7 DUTY CARTRIDGE REPLACEMENT ACCESS LICENSE $ 195.00

20160 TASER 7 HOLSTER SAFARILAND RH CART CARRIER $ 101.20

20050 HOOK AND LOOP TRIANING HALT SUIT $ 1,200.00 100623

22175 TASER 7 LIVE CARTRIDGE STANDOFF 3.5 DEGREE NS $ 46.35

22176 TASER 7 LIVE CARTRIDGE CLOSE QUARTERS 12 DEGREE NS $ 46.35

20008 TASER 7 HANDLE YLW HIGH VISBILITY GREEN LASER CLASS 3R $ 2,200.00

20040 TASER 7 HANDLE WARRANTY 4 YEAR $ 403.68 80395

22179 TASER 7 INERT CARTRIDGE STANDOFF 3.5 DEGREE NS $ 55.00

22181 TASER 7 INERT CARTRIDGE CLOSE QUARTERS 12 DEGREE NS $ 55.00

22177 TASER 7 HOOK AND LOOP TRN HALT CARTRIDGE STANDOFF NS $ 46.35

$

$

$

$

$

$

$

$

$

$

$

$

$

22177 TASER 7 HOOK AND LOOP TRN HALT CARTRIDGE STANDOFF NS 46.35

20018 TASER 7 BATTERY PACK TACTICAL 117.16

20041 TASER 7 BATTERY PACK WARRANTY 4 YEAR 25.92 80374
74200 TASER 7 6 BAY DOCK AND CORE 1,800.96

20042 TASER 7 DOCK & CORE WARRANTY 4 YEAR 400.80 80396
70033 WALL MOUNT BRACKET ASSY EVIDENCE.COM DOCK 43.90

20119 TASER INSTRUCTOR SCHOOL (2-DAY) (1-STUDENT) 895.00 44729
20120 MASTER INSTRUCTOR SCHOOL (5-DAY) (PER STUDENT) 2,395.00 102601
80087 TASER 7 TARGET CONDUCTIVE PROFESSIONAL RUGGEDIZED 240.25

80090 TARGET FRAME PROFESSIONAL 27.5 IN X 75 IN/ TASER 7 123.60

85149 CEW 2 DAY INSTRUCTOR COURSE 6,786.00

44205 21 FT. NON CONDUCTIVE TRAINING CARTRIDGE X26/X26P 45.94

11015 XAPPM SPARE CARTRIDGE AUTO SHUT DOWN BATTERY PACK X26P 103.50



NOTES

Total 60 month license cost
Total 60 month license cost

Total 48 month cost

Total 48 month cost

Total 48 month cost
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CERTIFICATE OF LIABILITY INSURANCE

DATE(MMW/DD/YYYY)
08/08/2025

CERTIFICATE DOES NOT AFFIRMATIVELY

REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S),

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES

AUTHORIZED

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed. if

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (ACORD 101, Additional F

county of Nassau

is included as Additional Insured in accordance with the policy

d if more space is required}
provisions of the General Liability policy.

may be

CERTIFICATE HOLDER

CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE
EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN ACCORDANCE WITH THE
POLICY PROVISIONS.

Nassau County
One west Street
mineola NY 11501 uUsSA

AUTHORIZED REPRESENTATIVE

A sk I ssnance Sosvins Woote S

ACORD 25 (2016/03)

©1988-2015 ACORD CORPORATION. All rights reserved.

The ACORD name and logo are registered marks of ACORD

S
SUBROGATION IS WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statement on this 5.95’
certificate does not confer rights to the certificate holder in lieu of such endorsement(s). T
PRODUCER ggl':’é{*c'f §
Aon Risk Insurance Services west, Inc. PHONE FAX - e
shoenix Az Office {A/C. No. Ext): 8662837122 ARG, No: (800) 363-0105 %
4300 east Camelback Rd. E-MAIL 3
suite 460 ADDRESS: z
phoenix AZ 85018 USA
INSURER(S) AFFORDING COVERAGE NAIC #
INSURED INSURER A: nNational Casualty Company 11991
Axon Enterprise, Inc. INSURER B: Scottsdale Ins Company 41297
17800 N. 85th Street
scottsdale AZ 85255 usA INSURER C:
INSURER D:
INSURER E:
INSURER F:
COVERAGES CERTIFICATE NUMBER: 570114877347 REVISION NUMBER:
THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFEFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TQ ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. Limits shown are as requested
LTR TYPE OF INSURANCE f’?ﬁot WVD POLICY NUMBER MM/DD/YYY MM/DD/YY YY) LIMITS
ATTX | COMMERCIAL GENERAL LIABILITY NG00001?49 172026 EaCH OCGURRENCE $2,000,000
sIR applies per policy teris & conditions FDAVAGE TO RENTED
CLAIMS-MADE E OCCUR PREMISES (Ea peoumrence $1,000,000
X | see Prod Liab info att'd MED EXP (Any one person} $50,000
PERSONAL & ADV INJURY $2,000,000] %
| GEN'L AGGREGATE LIMIT APPLIES PER: GENERAL AGGREGATE $4,000,000 g
| | PouicY E JECT Loc PRODUCTS - COMP/OP AGG Excluded §
OTHER: X¢1 Prod/Comp Ops 2
AUTOMOBILE LIABILITY COMBINED SINGLE LIMIT a
{Ea accident} ae
ANY AUTO BODILY INJURY { Per person) 2
OWNED f i%*%%ULED BODILY INJURY (Per accident) 2
| AUTOS ONLY PROPERTY DAMAGE 3
NON-OWNED Al L
oy AUTOS 1 | AUTos ONLY (Per accident) %
@
8 | x | yMBRELLALIAB | X | OCCUR UNS0000106 08/0872025|08/01/2026] EACH OCCURRENCE $10,000,000] ©
| ExCESS LIAB CLAIMS-MADE AGGREGATE $10,000,000
DEL)_L * JRETENTION $10,000
A | WORKERS COMPENSATION AND wCC600103A 08/08/2025{08/08/2026} y | PER STATUTE l lom.
EMPLOYERS' LIABILITY YIN ER
ANY PROPRIETOR / PARTNER / EXECUTIVE [y E.L. EACH ACCIDENT $1,000,000
OFFICERMEMBER EXCLUDED? | N/A
(Mandatory in NH) E.L. DISEASE-EA EMPLOYEE $1.,000,000
gégscigxeg%nobﬁ uonf-g eOrPEHATlONS balow E.L. DISEASE-POLICY LIMIT $1,000, 000]——
Jé
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