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B Key Financials

m Adobe Systems (ADBE) reported a positive financial performance for its fiscal year 2023, ending on December 1,
2023. The total revenue for the fiscal year 2023 was $19.41 billion, marking a 10% increase from $17.61 billion in
fiscal 2022. This growth was primarily driven by an increase in subscription revenue, which rose from $16.39
billion in 2022 to $18.28 billion in 2023, representing a growth rate of 12%.

m The net income for the fiscal year 2023 was $5.43 billion, an increase of 14% from $4.76 billion in the previous
fiscal year. The company's operating expenses also increased by 11% from $9.34 billion in fiscal 2022 to $10.41
billion in fiscal 2023. Cost of revenue increased by 9% during fiscal 2023, from $2.17 billion in fiscal 2022 to
$2.35 billion.

m The company's cash flows from operations decreased by 7% from $7.84 billion in fiscal 2022 to $7.30 billion in
fiscal 2023, while net cash used for financing activities was $5.18 billion in fiscal 2023.

B Kris

B Adobe uses Annualized Recurring Revenue (ARR) as a key performance metric for assessing the health and
trajectory of its overall Digital Media segment. The total Digital Media ARR grew to $15.17 billion at the end of
fiscal 2023, up from $13.26 billion at the end of fiscal 2022, representing a growth of 14%. Within this, Creative
ARR exiting fiscal 2023 was $12.37 billion, up from $10.98 billion at the end of fiscal 2022, while Document
Cloud ARR exiting fiscal 2023 was $2.81 billion, up from $2.28 billion at the end of fiscal 2022.

m The Digital Media segment delivered strong growth with revenue increasing by 11% from $12.84 billion in fiscal
2022 to $14.22 billion in fiscal 2023. Creative Cloud revenue was $11.52 billion in fiscal 2023, representing a 10%
year-over-year growth, while Document Cloud revenue was $2.70 billion, representing a 13% year-over-year
growth.

m The Digital Experience segment also saw a positive trend with revenue increasing by 11% from $4.42 billion in
fiscal 2022 to $4.89 billion in fiscal 2023. Subscription revenue within this segment grew by 12% year-over-year to
reach $4.33 billion in fiscal 2023.

B Macroeconomic Conditions

Adobe operates on a global scale and is therefore subject to the risks and impacts of evolving macroeconomic
conditions. These include the effects of increased global inflationary pressures and interest rates, potential economic
slowdowns or recessions, and geopolitical pressures, including the impacts of current and future trade regulations. For
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instance, foreign currency exchange rate fluctuations negatively impacted Adobe's revenue and earnings during fiscal
2023 and may continue to do so in fiscal 2024.

B Financial Performance Summary for Fiscal 2023

m Adobe's total Digital Media ARR increased by $1.91 billion, or 14%, from $13.26 billion in fiscal 2022 to $15.17
billion in fiscal 2023. The Creative revenue of $11.52 billion increased by $1.06 billion, or 10%, during fiscal
2023, from $10.46 billion in fiscal 2022. Document Cloud revenue of $2.70 billion increased by $316 million, or
13%, during fiscal 2023, from $2.38 billion in fiscal 2022.

m Digital Experience revenue of $4.89 billion increased by $471 million, or 11%, during fiscal 2023, from $4.42
billion in fiscal 2022. The remaining performance obligations of $17.22 billion as of December 1, 2023, increased
by $2.02 billion, or 13%, from $15.19 billion as of December 2, 2022.

B Outlook

Despite the positive financial performance, Adobe remains cautious about the potential impacts of macroeconomic
events on its business and financial results, particularly in the long term. The company continues to monitor the direct
and indirect impacts of these circumstances on its business and financial results. While Adobe's revenue and earnings
are relatively predictable due to its subscription-based business model, the broader implications of these
macroeconomic events on its business, results of operations, and overall financial position remain uncertain.
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We may be unsuccessful at innovating in response to rapid technological changes to meet customer needs, which could cause our operating results to suffer.

We operate in rapidly evolving markets and expect the pace of innovation to continue to accelerate. We must continually introduce new, and enhance existing,
products, services and solutions to retain customers and attract new customers. Developing new products is complex and may not be profitable, and our investments in new
technologies are speculative and may not yield the expected business or financial benefits. The commercial success of new or enhanced products, services and solutions
depends on a number of factors, including timely and successful development; effective distribution and marketing; market acceptance; compatibility with existing and
emerging standards, platforms, software delivery methods and technologies; accurately predicting and anticipating customer needs and expectations and the direction of
technological change; identifying and innovating in the right technologies; and differentiation from other products, services and solutions. If we fail to anticipate or identify
technological trends or fail to devote appropriate resources to adapt to such trends, our business could be harmed. For example, generative artificial intelligence technologies
provide new ways of marketing, creating content and interacting with documents that could disrupt industries in which we operate, and our business may be harmed if we fail
to invest or adapt. While we have released new generative artificial intelligence products, such as Adobe Firefly, and are focused on enhancing the artificial intelligence (“Al”)
capabilities of such products and incorporating Al into existing products, services and solutions, there can be no assurance that our products will be successful or that we will
innovate effectively to keep pace with the rapid evolution of Al across our Creative Cloud, Document Cloud and Experience Cloud. If we do not successfully innovate, adapt to
rapid technological changes and meet customer needs, our business and our financial results may be harmed.

Unusual Risk Factors Navigator

Issues relating_to the development and use of Al,_including_generative Al,_in our offerings may result in reputational harm, liability and adverse financial results.

If our Al development deplovment content labeling_or qovernance is ineffective or inadequate it mav result in incidents that
impair the public acceptance of Al solutions or cause harm to individuals, customers or society, or result in our offerings not working_as intended or producing_unexpected
outcomes.

Around the world, Al regulation is in the nascent stages of development. The evolving_Al regulatory environment may increase our research and development costs,
increase our liability related to the use of Al by our customers or users that are beyond our control and result in inconsistencies in evolving legal frameworks across
jurisdictions. While we have taken a responsible approach to the development and use of Al in our offerings, there can be no guarantee that future Al regulations will not
adversely impact us or conflict with our approach to Al, including affecting our ability to make our Al offerings available without costly. changes requiring us to change our Al

legal

finanCial results.

Uncertainty around new and emergmg—Al—appHe&Hens—sueh—as—geﬂera&ve—Al—eeﬁteﬂt—ere&&eﬂ evolving Al use, including generative Al, may require additional

compensate content creators Which could be costly Developing testing and deploying AI systems may also increase the cost p*efile—ef—eur—ef-ferrﬁgs of our offerings,_including
due to the nature of the computing costs involved in such systems. These costs could adversely impact our margins as we continue to add Al capabilities to our offerings and
scale our Al offerings without assurance that our customers and users will adopt them. Further, as with any new offerings based on new technologies, consumer reception and
monetization pathways are uncertain, our strategies may not be successful and our business and financial results could be adversely impacted. New Al offerings and
technologies could disrupt workforce needs, result in negative publicity about Al and have the potential to affect demand for our existing_products, services and solutions, all of
which could adversely impact our business.

Unusual Risk Factors Navigator

range in size from diversified global companies with significant sales and research and development resources, broad brand awareness, long_operating, histories or access to
large customer bases to small,_specialized companies whose narrow focuses may allow them to be more effective in deplaoying_technical, marketing_and financial resources.
Our competitors may develop products, services or solutions that are similar to ours or that achieve greater acceptance, may undertake more far-reaching_and successful
product development efforts or marketing_campaigns, or may adopt more aggressive pricing_policies. As a result, current and potential customers may select the products,
services or solutions of our competitors. Further, our future success depends on our continued ability to effectively appeal to businesses and consumers. New industry
standards,_evolving distribution models, limited barriers to entry, short product life cycles, customer price sensitivity, global market conditions and the frequent entry of new

products or competitors may create downward pressure on pricing_and gross margins and adversely affect our renewal, upsell and cross-sell rates as well as our ability to

attract new customers.
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In addition, we expect to face more competition as Al continues to be integrated into the markets in which we compete. Our competitors or other third parties may incorporate
Al into their offerings more successfully than we do and achieve greater and faster adoption, which could impair our ability to compete effectively and adversely affect our
business and financial results. Further, we expect the markets for standalone Al offerings to be highly competitive and rapidly evolving. For example, we face increasing
competition from companies offering_text-to-image generative Al technology that may compete directly with our own creative offerings. If we are not able to provide products,
services and solutions that compete effectively, we could experience reduced sales and our business could be adversely affected. For additional information regarding_our

damaged,_including, among_other things,_introduction of new products, features or services that do not meet customer expectations, our position on or approach to new and
evolving_technologies, backlash from customers, government entities or other stakeholders that disagree with our product offering_decisions or public policy positions,
significant litigation or regulatory actions that negatively reflect on our business practices, our action or inaction or actual or perceived failure to meet our commitments on
environmental, social and governance,_ethical or political issues, public scrutiny regarding_our handling_of user privacy, data practices or content, data security breaches or

Security + 155 y ; e y-efaims-incidents, improper access to or
disclosure of our customers' data or other cyber incidents may harm our reputation and materially and adversely affect our business.

have in the past, and may in the future, result in the unauthorized access, disclosure, acquisition, use, loss or destruction of sensitive personal or business data belonging_to
us and our customers.

groups,_or by more sophisticated organizations, including_nation-states and state-sponsored organizations. Such risks may be elevated in connection with geopolitical
tensions, including_the Russia-Ukraine war. Certain unauthorized parties have in the past managed, and may in the future manage, to overcome our security measures and
those of our third-party service providers to access and misuse systems and software by exploiting_defects in design or manufacture, including bugs, vulnerabilities and other
problems that unexpectedly compromise the security,
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Sutside-partes-have-in-the-past or operation of a product or system. Further, malicious third parties have in the past attempted, and may in the future attempt, to
fraudulently induce our employees or users of our products, erserviees services or solutions to disclose sensitive, personal or confidential information via illegal electronic
spamming, phishing or other tactics, istrg-Fsk and this risk is heightened in our current hybrid model working environment. where-atarge
S et workferee portien-of-their-time-werking-frer-heme- Malicious actors may engage in fraudulent or
abusive activities through our products, services and solutions, including_unauthorized use of accounts through stolen credentials, use of stolen credit cards or other payment

te and infiltrate our information systems or attempt to gain

logical access to our products, services or information systems to access content and data. The loss of or unauthorized access to data, such as resulting_from computer

requirements.

We devote significant resources to address security vulnerabilities through engineering_more secure products, enhancing_security and reliability features in our products
and systems,_code hardening, conducting rigorous penetration tests, deploying_updates to address security vulnerabilities, regularly reviewing_our service providers' security
controls, reviewing_and auditing_our products, services and solutions against information security control frameworks, providing_resources, such as security training, to our

vulnerabilities are significant and may reduce our operating_margins. Further, our efforts to address these problems,_including_notifying_affected third parties when appropriate,
have in the past

- been, and may in the future be, unsuccessful or delayed, which

could result in business interruptions, cessation of service and loss of existing_or potential customers.

cybersecurity issues may have on us. Breaches of our security measures and the accidental loss, inadvertent disclosure or unauthorized dissemination of proprietary,
information or sensitive, personal or confidential data about us, our employees, our customers or their end users,_including the potential loss or disclosure of such information
or data could expose us, our employees, our customers or other individuals affected to a risk of loss or misuse of this information. Actual or perceived security vulnerabilities
or incidents may result in claims or litigation and liability or fines (and have in the past led to such claims), costly and time-intensive notice requirements, governmental inquiry

sales, lower margins or lost customers resulting from disruptions caused by cyberattacks, overly burdensome preventative security measures or failure to fully meet
irdlependent information security control certification requirements could materially and adversely affect our financial results, stock price and reputation.

Unusual Risk Factors Navigator

individually responsible for a material amount of our total net revenue in any recent period. Neretheless; Successfully managing_our distribution channels and sales partners
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to reach various customers for our products, services and solutions is a complex and global process. If an agreement with one of our distributors were or partners was

terminated, any prolonged delay in securing a replacement distributor or partner could have a negative impact on our results of operations.

e We also face legal risk and potentlal reputatlonal harm from the acthltles of these |ndependent third partles
|nclud|ng but not limited to, export control vrolatlons workplace conditions, corruption and anti-competitive behavior.

If our partner and distribution channels are not effective or if we stop or change our partner or distribution channels, we may lose sales opportunities, customers and
revenue. We rely on third-party distribution platforms and are subject to changes in pricing_structure, terms of service, privacy practices and other policies at the discretion of
the platform provider. Any adverse changes to the terms with such third-party distribution platforms which we rely on to distribute our products, services and solutions may,
adversely affect our financial results. Additionally, our distribution channels may not continue to market or sell our products, services and solutions effectively and may favor
products, services

and solutions of other companies.

We sell many_products,_services and solutions through our direct sales force. Risks associated with this sales channel include mere-extended-sales-and-cellection
eyeles— challenges related to hrrrng, retarnrng and motrvatrng our drrect sales force and substantial amounts of ongoing trarnrng for sales representatives. Mereeverrecent
v e v ey Our busrness could be seﬁeesly—harmeel—rf—eﬂf
o A ipate- harmed if our
direct sales expansron efforts do not generate the correspo dlng efficiencies and revenue we antrcrpated from such |nvestment In addition, the Ioss of key sales employees
could impact our customer relationships and future ability to sell to certain accounts covered by such employees.

results. Our business and reputation would also be harmed if our customers and potential customers believe our services are unreliable.

Unusual Risk Factors Navigator

We-have-been—are are,_.and may in the future become, subject to litigation, regulatory inquiries and intellectual property infringement claims, which could result in an
unfavorable outcome and have an adverse effect on our business, financial condition, results of operation and cash flows.

We are subject to various legal proceedings (including_class action lawsuits), claims and regulatory inquiries that are not yet resolved and additional claims,
enforcement actions and inquiries may arise in the future. Any proceedings,_actions,_claims or inquiries initiated by or against us, whether successful or not, may be time
consuming;_result in costly litigation, damage awards, consent decrees, injunctive relief or increased costs of business;_require us to change our business practices or
products; result in negative publicity; require significant amounts of management time; result in the diversion of significant operational resources, or otherwise harm our
business and financial results.

Additionally, we are currently, and may in the future be subject to claims, negotiations and complex, protracted litigation relating to disputes regarding the validity or
alleged infringement of third-party intellectual property rights, including patent rights. Intellectual property disputes and litigation are typically costly and can be disruptive to our
business operations by diverting the attention of management and key personnel. We-may-netprevaiHn-evern-awsuit-erdispute: Third-party intellectual property disputes,
including those initiated by patent assertion entities, could subject us to significant liabilities, require us to enter into royalty and licensing arrangements on unfavorable terms,
prevent us from offering certain products, e+services; services or solutions, subject us to injunctions restricting our sales, cause severe disruptions to our operations or the
markets in which we compete, or require us to satisfy indemnification commitments with our customers, including contractual provisions under various license arrangements
and service agreements. In addition, we have incurred, and may in the future incur, significant costs in acquiring the necessary third-party intellectual property rights for use in
our products, in some cases to fulfill contractual obligations with our customers. Any of these occurrences could significantly harm our business.

We have not prevailed, and may not in the future prevail, in every lawsuit or dispute. For further information about specific litigation and proceedings,_see the section
titled “Legal Proceedings” contained in Part Il,_Item 8, Note 16 - [View in Navigator] - of our Notes to Consolidated Financial Statements of this report.

Unusual Risk Factors Navigator

the subscription term.

Our offerings are typically subscription-based, pursuant to product and service agreements.

servicesafterthe-expiration-ef-theirnitial-subseription-peried; We generally recogmze revenue from our subscrlptron offenngs ratablv over the terms of thelr subscr iptio

agreements WhICh typrcally range from 1 to 36 months. et

reduced demand for our products, services and solutions, and increases in our attrition rate in any given period may not be fully reflected in our results of operations until

future periods. Our subscription model could also make it difficult for us to rapidly increase our revenue from subscription-based or hosted services through additional sales in
any period, as revenue from new customers will be recognized over the applicable subscription term. Our renewal rates may decline or fluctuate as a result of a number of
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factors |nclud|ng ﬂaer%ievei—e#—sa&sfaeﬂen—wﬁh—eu&senﬁees—eur our customers' level of satisfaction, our ability to continue enhancing features and functionality, the-retiabiity
reliability of our offerings, prices of ours and competitors' offerings, the actual or perceived information
security of our systems and services, decreases in the size of our customer base, changes as a result of regulatory or legal requirements, changes in the composition of our

customer base and reductrons in our customers spendrng Ievels or declrnes in customer actrvrty asa—ms%e#geﬁerakeeeﬁeﬁueeeﬁdr&eﬂseﬁmeeﬁam&y—m#raﬁemkmafke&s

v If our

our subscription-based offerings prove incorrect, our actual results may vary-rateriatly suffer and vary from those anticipated.
Unusual Risk Factors Navigator

Our stock price may be volatile and your investment could lose value.

Our stock price has been and may, continue to be volatile and subject to fluctuations. All factors described in this Part |, Item 1A of this report, some of which are

--- 1 paragraph of unchanged content removed view ---

* shortfalls in or changes to estimates, recommendations or expectations about our revenue, margins, earnings, annualized recurring revenue or other key
performance metrics set forth in guidance we provide or provided by financial analysts;

* changes in investor and analyst valuation models for our stock;

& changes in unearned revenue, remaining performance obligations and revenue recognized at a point in time, all of which may impact implied growth rates;

* developments related to products or services, technological advancements, strategic alliances, acquisitions or significant transactions by us or our competitors;
* changes in the amounts or frequency of stock repurchases;

* the loss of large customers or our inability to retain or increase sales to existing eusterers+etai customers or attract new customers;

* changes to our management team, including recruitment or departure of key personnel;

* general economic, political or market conditions; and

other events, such as significant aeetist

w&a&ed%eewepeﬁamg—pe#ermaﬁeehtlgatron and regulatory actlons
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Volatility in our stock price has increased, and in the future may increase, our susceptibility to securities class action litigation, Sftentimesthis-type-eHitgationisexpensive
which could result in substantial costs and divert management's attention and resources, which may adversely affect our business.

= Small+ Changed Risk Factors Navigator

Description:

We may not realize the anticipated benefits of past-erfuture investments or acquisitions, and integration-ef-acquisitions they may disrupt our business and divert
management's attention.

Mo ot ra atha an

acquisitions involve numerous risks Fhese-risks-iretude:

Investments g => and

--- 23 paragraphs of unchanged content removed view ---

eﬁeemstaﬂees—aﬁ—aeqeueﬁm—eee#d—ha%m—etﬂeﬂnaaea-pesmen—and uncertalntles the occurrence of WhICh may_have an adverse effect on our busmess These I‘ISkS and

uncertainties include:

* inability to achieve the financial and strategic goals of the investment or acquisition;

* difficulty in effectively integrating the operations, technologies, products, services, solutions, culture or personnel of the acquired business;

* disruption of our ongoing business and distraction of our management and other personnel;

* challenges to completing or failure to complete an announced investment or acquisition related to the failure to obtain regulatory approval, or the need to satisfy

certain conditions precedent to closing such transaction (such as divestitures, ownership or operational restrictions or other structural or behavioral remedies) that
could limit the anticipated benefits of the transaction;

* entry into markets in which we have minimal prior experience and where competitors in such markets have stronger market positions;

* inability to retain personnel, key customers, distributors, vendors and other business partners of the acquired business;

* delay in customer and distributor purchasing decisions due to uncertainty about the direction of our product and service offerings;

* incurring higher than anticipated costs to effectively integrate an acquired business, to bring an acquired company into compliance with applicable laws and

regulations, additional compensation issued or assumed in connection with an acquisition, to divest products, services or solutions acquired in unsuccessful
investments or acquisitions, to amortize costs for acquired intangible assets or because of our inability to take advantage of anticipated tax benefits;

* increased collection times, elevated delinquency or bad debt write-offs related to receivables of an acquired business we assume;

* difficulty in maintaining controls, procedures and policies during the transition and integration and inability to conclude that our internal controls over financial
reporting are effective;

& potential identified or unknown security vulnerabilities in acquired products that expose us to additional security risks or delay our ability to integrate the product
into our offerings;

* exposure to litigation or other claims in connection with, or inheritance of claims or litigation risk as a result of, an acquisition;

* incurrence of additional debt to finance an acquisition, which will increase our interest expense and leverage, and/or issuance of equity securities to finance
acquisitions, which will dilute current shareholders' percentage ownership and earnings per share; and

* failure to identify significant problems, liabilities or other challenges during due diligence.

Our ability to acquire other businesses or technologies, make strategic investments or integrate acquired businesses effectively may also be impaired by adverse
economic and political events, including trade tensions, and increased global scrutiny of acquisitions and strategic investments. A number of countries, including the United
States and countries in Europe and the Asia-Pacific region, are considering or have adopted more stringent restrictions en-such-transactionspartietlarly-in-the-technology
seetor: o gwdellnes for such transactlons Governments may continue to adopt or tighten restrictions of this nature, and such restrictions or government actlons couId
strategic goals of an acquisition or investment, we may not reallze the anticipated benefits of such acquisition or investment or we mav incur additional costs, which may,
negatively impact our business and financial results.

Small+ Changed Risk Factors Navigator

We face various risks associated with our operating as a multinational corporation, and global adverse economic conditions may harm our business and financial
condition.

number of risks, including_from global adverse economic condmons, that are uncertain and beyond our control and that make forecasting_operating results and decisions
about future investments difficult,_ such as:
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--- 4 paragraphs of unchanged content removed view ---

* inflation and actions taken by central banks to counter inflation, including_increasing_interest rates;

. international and regional economic, political and labor conditions, including any instability or security concerns abroad, such as uncertainty caused by economic
sanctions, downturns and recessions, trade disputes, armed conflicts and wars;

* changes in, or impositions of, legislative or regulatory requirements, including_antitrust and competition regulations;

* costs, potential liability, delays or loss of sales resulting from trade restrictions imposed by the United States and other countries, as well as trade laws, including
but not limited to economic sanctions and export controls;

* costs and delays associated with developing products in multiple languages; and

* operating in locations with a higher rate of corruption and fraudulent business practices.

* fereign-eurrency-fluctuations-and-controls;

global or regjonal financial markets that may cause the value of our investments to decline, requiring_impairment charges, which could adversely affect our financial condition.

Small+ Changed Risk Factors Navigator

Much of our future success depends on the continued service, availability and performance of our senior management and highly skilled personnel across all levels of
our organization. Our senior management has acquired specialized knowledge and skills with respect to our business, and the loss of any of these individuals could harm our

a ; RS &y a - - The technology.
industry is often subject to substantial and continuous competition for talent, particularly with cybersecurity and Al backgrounds, and demand for cutting-edge or unique skill
sets can be highly competitive, both of which are heightened with the increased availability of hybrid or remote working arrangements. has-expanded-the-pect-of-companies

h Reempeteforod pleyees-and pley aneh - We face an increasingly difficult challenge to attract and retain highly qualified security personnel to assist
us in combating_security threats. We may experience higher compensation costs to retain seriermanagementand-experieneed and recruit senior management and highly
skilled personnel that may not be offset by improved productivity or increased sales. A Qur hybrid work environment may also present operational eyberseetity and
workplace culture challenges, H-we-are-trable-te-continue-to-sueeessiully-atiractand-retain-highly-skilled-perse SR e el ettre-t-a-hrybricw
envirerment-otbusiness-may-be-harmed: which could negatively affect our ability to execute against our business objectives and retain and recruit personnel.

We continue to hire personnel in countries where exceptional technical knowledge and other expertise are offered at lower costs, which increases the efficiency of our
global workforce structure and reduces our personnel-related expenditures. Nonetheless, as globalization continues, competition for empleyeesin-these talent in those
countries has increased, which may impact our ability to retain these employees and increase our compensation-related expenses.\We-may-conrtinte-te-expand-our

v
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Small+ Changed Risk Factors Navigator

Some of our enterprise offerings have extended and complex sales cycles, which ean may increase our costs and make our sales cycles unpredictable.

integration services and product features. Adverse macroeconomic conditions have caused, and may cause in the future, delays in our enterprise customers' purchasing
decisions. Due to these factors, we often must devote greater sales support to certain enterprise customers, which increases our costs and time required to complete a sale,
without assurance that potential customers will ultimately purchase our solutions. We also may be required to devote more services resources to implementation, which
increases our costs, without assurance that customers receiving_these services will renew or renew at the same level. Since the sales cycles for our enterprise offerings are

Small+ Changed Risk Factors Navigator

Our intellectual property portfolio is a valuable asset and we may not be able to protect our intellectual property rights, including our source code, from
infringement or unauthorized copying, use or disclosure.

use of our software. Third parties may illegally copy and sell counterfeit versions of our products. To the extent counterfeit installations and sales replace otherwise legitimate
ones, our operating_results could be adversely affected. We apply for patents in the United States and in foreign countries, but we are not always successful in obtaining
patent protection or in obtaining_such protection timely to meet our business needs. Our patents may be invalidated or circumvented. Moreover, due to challenges in detecting
patent infringement pertaining_to generative Al technologies,_ it may be more difficult to protect our generative Al and related innovations with patents. Additionally, if we use

breach, cyber-attack or otherwise, we could lose future trade secret protection for that source code. Such loss could make it easier for third parties to compete with our
products by copying functionality, which could cause us to lose customers and could adversely affect our revenue and operating margins. If we cannot protect our intellectual

Small+ Changed Risk Factors Navigator

Changes in tax rules and regulations or interpretations thereof may adversely affect our effective tax rates.

We are a Ynited-States-based U.S.-based multinational company subject to tax in multiple domestic and foreign tax jurisdictions. Significant judgment is required in
determining our current provision for income taxes and deferred tax assets or liabilities. Tax laws in the United States ard-in-foreign-taxjurisdictions-are-eynamicand as well
as other countries and jurisdictions in which we conduct business are subject to change as new laws are passed ane-rew-nterpretations-are-issued—The-appheabilityand
Fapesbaelaagestne s e mane Sretaden of-cotid-adversely-affectour-effectiveincome-tax-rate-and-cash-Howsin-future-years: and/or new interpretations are
made available, which may have a material impact on our business. These countries, governmental bodies, such as the European Commission of the European Union, and
intergovernmental economic

organizations, such as the Organization for Economic Cooperation and Development, have made or could make unprecedented assertions about how taxation is determined
and,_in some cases, have proposed or enacted new laws that are contrary to the way in which rules and regulations have historically been interpreted and applied.
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and frnancral results. Our future effective tax rates are likely to be unfavorably affected by changes in the tax rates in Jurrsdrctrons where our income is earned, changes in
jurisdictions in which our profits are determined to be earned and taxed, changes in the valuation of our deferred tax assets and liabilities, changes in or interpretation of tax
rules and regulations in the jurisdictions in which we do business, or unexpected negative changes in business and market conditions that could reduce certain tax benefits.

An mcrease |n our effective
tax rate -would

reduce our profitabrlity

Moreover, we are subject to the examination of our income tax returns by domestic and foreign tax authorities. We regularly assess the likelihood of outcomes resulting
from these examinations to determine the adequacy of our provision for income taxes and have reserved for potential adjustments that may result from these examinations.
While we believe our tax estimates to-be+easenable-however; are reasonable, we cannot provide assurance that the final determination of any of these examinations will not
have an adverse effect on our financial position and results of operations.

Small+ Changed Risk Factors Navigator

Contracting with government entities exposes us to additional risks inherent in the government procurement process.

We provide products, ane-services; services and solutions, directly and indirectly, to a variety of domestic and foreign government entities, which introduces certain
risks ireluding-extended-sales-and-cellection-eyeles; and challenges not present in private commercial agreements,_including varying governmental budgeting processes,
fluctuations due to government spending_cuts and shutdowns,_highly competitive and lengthy bidding_process that may _be subject to political influence and adherence to
complex procurement regulations and other government-specific contractual requirements. We have-beer—are-eurrentty incur significant up-front time and costs without any,
assurance that we will win a contract. Operating_within a highly regulated industry, we have been and may in the future be subject to audits and investigations relating to our
government contracts and any violations could result in termination of contracts and various civil and criminal penalties and administrative sanctions, including termiration-ef
eentracts; payment of fines and suspension or debarment from future government business, as well as harm to our reputation and financial results. We have made, and may
continue to make, significant investments to support future sales opportunities in various government sectors, including_to obtain various security authorizations and

more government authorizations or cert|f|cat|ons, which could affect our ab|I|ty to sell to government entities until we meet any revised requirements.

Small+ Changed Risk Factors Navigator

Catastrophic events, including glebal-pandemies-sueh-as-the-€OVIB-19-pandemiec; events associated with climate change, may disrupt our business and
adversely affect our financial condition and results of operations.

Our are—a—highly—autemated business aﬁel relres on our network |nfrastructure and enterprlse appliea&ens— apps |nternal technology systems and websrtes foreur

other natural disasters, including_climate- related events (such as drought, Water security, heat waves, coId waves, wildfires and poor air quality), Dower shutoff or loss,
telecommunications failure, epidemic, pandemic, war, terrorist attack or other catastrophic event, y
system—mterrupﬁens—repeta&eﬂal—harm could cause mterruptrons to our systems and busmess operatlons damaqe to crrtlcal mfrastructure loss of |nteIIectuaI property

research and development actrvrty, certaln of our data centers and eertam other critical business operations are teeated in the San Francrsco Bay Area and aeldmenal—tae%es
where-we-conduct-sighificant-operations-are-tecated-n the Salt Lake Valley Area, both of which are near major earthquake faults. A catastrophic event, that+esulisin-the
destruction-or-disruption-ef-any-ef particularly one that may

disrupt our data centers or our crrtrcal st o+
business operations and & 9

e*peﬁeﬁeed—at—ﬂee—same—tﬂ%e—as—aﬂether—adverse—eveﬁ&

Fhe-eeeurrence-efregional-epidemies-era-glebal providing_our products, services and solutions, which could adversely affect our business. A catastrophic event could
negatively impact a country_or re region in which we sell and, in turn, decrease demand for our products, services and solutions, which could negatively impact our business

reporting_requirements and changing_market dynamics and stakeholder expectations regarding_climate change and our environmental impacts, all of whrch may_impact our
business, financial condition and results of operations.

The occurrence ot an epldemlc ora pandemlc such as the COVID 19 pandemlc has had and may continue to have an adverse effect on hew—we—anel—eur—eustemer—s

}Q—paneleﬁme our operatrng results The extent to whrch eprdemrcs and pandemrcs impact our financial condrtron or results of operatrons will depend on faeters—sueh—as—the

many factors outsrde of our control and whether there is a matenal |mpact on the busrnesses or productivity of our customers,

duration-and-secope-of-the-pandemicas-wellas
partrers; employees, suppliers and other partners. A global pandemic may
also intensify the other risks described in this Part ; I, ltem 1A of th|s report may—be—kmghtened-

Small+ Changed Risk Factors Navigator
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services that are hosted, managed and controlled directly by Adebe us or third-party service provrders 3 -
Deeemeﬂt—eieud—aﬂd—E*peﬂeﬂee—eieed—seiuﬂens— to be available to customers and users without disruptlon We do not have redundancy for aII et our systems many of our
thire-party any critical third-party service provider of hosting or content delivery services is negatively affected or #eﬂee#eueeeﬂteﬂ%deiwerysappherswerﬁe&emma{eﬁs
agreementwith-us-witheutadeguate-roticewe-might becomes unavailable to us for any reason, we may not be able to deliver the corresponding hested-efferingste-our
eustomerswhich products, services or solutions to our customers and users. Failure of our systems or those of our third-party service providers could disrupt our business
operatlons and those of our customers subject us to reputatlonal harm requrre costly and time-intensive notlflcatlons reaurremeﬁts— and cause us to lose customers and

constratts: users and future business. Occasionally, we mrgrate data among data centers and to th|rd party hosted envrronments Ifa transrtron among data centers orto
third-party service providers encounters unexpected interruptions, unforeseen complexity or unplanned disruptions despite precautions undertaken during the process, this
may impair our delivery of products, are-serviees services and solutions to customers and result in increased costs and liabilities, which may harm our operating results,
reputation and our business.

It is also possible that hardware or software failures or errors in our systems (or those of our third-party service providers) could result in data loss or corruption, cause
the information that we collect or maintain to be incomplete or contain inaccuracies that our customers regard as significant, or cause us to fail to meet committed service
levels or comply with applicable notification requirements or other relevant contractual obligations to our customers. Furthermore, our ability to collect and report data may be
delayed or interrupted by a number of factors mcludrng access to the mternet the farlure of our network or software systems securrty breaches or significant variability in
visitor traffrc on customer websrtes Wy i y y y

We may also find, on occasion, that we cannot deliver data and reports to our customers in near real-time due to factors such as significant spikes in customer activity
on their websites or failures of our network or software (or that of a third-party service provider). If we fail to plan infrastructure capacity appropriately and expand it
proportionally with the needs of our customer and user base, and we experience a rapid and significant demand on the capacity of our data centers or those of third parties,
service outages or performance issues could occur, which wettd may impact our customers. Such a strain on our infrastructure capacity eette may subject us to regulatory
and customer notification requirements, violations of service level agreement commitments or financial liabilities and result in customer dissatisfaction or harm our business. If
we supply materially inaccurate information or experience significant interruptions in our systems, our reputation could be harmed, we could lose customers and we could be
found liable for damages or incur other losses.

Small+ Changed Risk Factors Navigator

Increasing regulatory focus on privacy and security issues and expanding laws and regulatory requirements could impact our business models and expose us to
increased liability.

As-a-glebalcompany-Adebe-is We are subject to global data protection, privacy and security laws, regulations and codes of conduct that appty relate to our various
business units and data processing activities, which may include sensitive, confidential, and personal information. These laws, regulations and codes are inconsistent across
jurisdictions and are subject to evolving and differing (sometimes conflicting) interpretations. Government officials and regulators, privacy advocates and class action attorneys
are increasingly scrutinizing how companies collect, process, use, store, share and transmit personal data. This irereased-serutiny-ay-resut-a-rew scrutiny can result in
new and shifting interpretations of existing laws, thereby further impacting Adebe's-business—Slebatlytaws-sueh-as our business. For example, the General Data Protection
Regulation (“GDPR”) in Eurepe-and-the the European Economic Area, and the United Kingdom continues to be interpreted by European and UK courts in novel ways leading
to shifting_requirements,_country specific differences in application and uncertain enforcement priorities. More recently enacted laws, such as the Personal Information
Protection Law “PH>£% in China, and new and emerging state laws in the United States on privacy, data and related technologies, such as the California Consumer Privacy
Act, the California Privacy Rights Act, the Colorado Privacy Act and the Virginia Consumer Data Protection Act, as well as industry self-regulatory codes and regulatory
requirements create new privacy and security compliance obligations and expand the scope of potential Iiability, either jointly or severaIIy with our customers and suppliers.

management's attention and governmental investigations.

While we have invested in readiness to comply with applicable requirements, the dynamic and evolving nature of these laws, regulations and codes, as well as their
interpretation by regulators and courts, may affect our ability (and our enterprise customers' ability) to reach current and prospective customers, to respond to both enterprise
and individual customer requests under the laws (such as individual rights of access, correction and deletion of their personal information), an¢ to implement our business
models effectively and to adequately address disclosure requirements. These laws, regulations and codes may also impact our innovation and busrness drlvers in developlng
new and emerging technologies fe-
demand for our offerings and force us to bear the burden of maore onerous oblrgations in our contracts. Perceptlon of our practices, products erserviees; services or solutions,
even if unfounded, as a violation of individual privacy, data protection rights or cybersecurity requirements, subjects us to public criticism, lawsuits, investigations, claims and
other proceedings by regulators, industry groups or other third parties, all of which could disrupt or adversely impact our business and reputation and expose us to increased
liability, fines and other punitive measures including_prohibition on sales of our products, services or solutions, restrictive judicial orders and disgorgement of data. Additionally,
we collect and store information on behalf of our business customers and if our customers fail to comply with contractual obligations or applicable laws, it could result in
litigation or reputational harm to us.

Transferring personal information across international borders is complex and subject to legal and regulatory requirements as well as active litigation and enforcement
in a number of jurisdictions around the world, each of which could have an adverse impact on our ability to process and transfer personal data as part of our business
operations. For example, European data transfers outside the European Economic Area are highly regulated and litigated. The mechanisms that we and many other
companies rely upon for European data transfers {e-g-Standard-Centractual-Clauses) (for example, Standard Contractual Clauses and the EU - US Data Privacy Framework)
are the subject of legal challenge, regulatory interpretation and judicial decisions by the Court of Justice of the European Union. The suitability of Standard Contractual
Clauses for data transfer in some scenarios has recently been the subject of legal challenge, and while the United States and the European Union reached agreement on the
EU - US Data Privacy Framework, there are legal challenges to that data transfer mechanism as well. We continue to closely monitor for developments related to valid
transfer mechanisms available for transferring personal data outside the European Economic Area (including the Frans-Atlantic EU - US Data Privacy Framework) and other
countries that have similar trans-border data flow requirements and adjust our practices accordingly. The gpen judicial questions and regulatory interpretations related to the
validity of transfers using Standard Contractual Clauses have resulted in some changes in the obligations required to provide our services in the European Union and could
expose us to potential sanctions and fines for non-compliance. Several other countries, including China, Australia, New Zealand, Brazil, Hong Kong and Japan, have also
established specific legal requirements for cross-border transfers of personal information and certain countries have also established specific legal requirements for data

localization (such as where personal data must remain stored in the country). If other countries implement more restrictive regulations for cross-border data transfers or do not
permit data to leave the country of origin, such developments could adversely impact our business and our enterprise customers' business, our financial condition and our
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results of operations in those jurisdictions.

Small+ Changed Risk Factors Navigator

We are subject to risks associated with compliance with laws and regulations globally, which may harm our business.

We are a global company subject to varied and complex laws, regulations and customs, both domestically and internationally. These laws and regulations relate to a
number of aspects of our business, including trade gretectien; compliance, import and export control, anti-boycott, economic sanctions and embargoes, data and transaction
processing security, payment card industry data security standards, consumer protection, records management, user-generated content hosted on websites we operate,
privacy practices, data residency, corporate governance, antitrust and competition, employee and third-party complaints, anti-corruption, gift policies, conflicts of interest,
securities regulations and other regulatory requirements affecting trade and investment. The application of these laws and regulations to our business is often unclear and
may at times conflict. For example, ir-many-foreighr-countriesparticttary-n we are subject to the U.S. Foreign Corrupt Practices Act and other anti-corruption and anti-bribery

laws, but in other foreign countries, particularly those with developing economies, it is common to engage in busiress-practices-thatare-prohibited-by-U-S—regulations
applicable-te-usneluding-the-Foreign-Corrupt-Practices practices that would be prohibited under such acts. We cannot provide assurance that our employees, contractors,
agents, ane-busiress-partaers business partners and vendors will not take actions in violation of our internal policies, er-S- U.S. laws or other applicable international laws.
Compliance with these laws and regulations may involve significant costs or require changes in our business practices that result in reduced revenue and profitability. Non-
compliance could also result in fines, damages, criminal sanctions against us, our officers or our employees, prohibitions on the conduct of our business and damage to our
reputation.

--- 1 paragraph of unchanged content removed view ---

Small+ Changed Risk Factors Navigator

We are subject to fluctuations in foreign currency exchange rates and may not be able to effectively hedge our exposure.

Our operating results and performance metrics are subject to fluctuations in foreign currency exchange rates due to the global scope of our business. Geopolitical and
economic events, including war, trade disputes, economic sanctions and

from actual revenue recognized in accordance with generally accepted accounting_principles in the United States.

We attempt to mitigate a portion of these foreign currency exchange risks to our operating_results through foreign currency hedging based on our judgment of the
appropriate trade-offs among risk, opportunity and expense. We regularly review our hedging program and make adjustments that we believe are appropriate. Our hedging
activities have not, and may not in the future, offset more than a portion of the adverse financial impact, including_on our actual revenue recognized, resulting from unfavorable
movement in foreign currency exchange rates, which could adversely affect our financial condition, business performance or results of operations.

Small+ Changed Risk Factors Navigator

ieh existing and future debt obligations may adversely affect our

fmanc:al condmon and future financial results.

As of December 1, 2023, we have => had $3.65 billion in senior unsecured notes outstanding ¥e-kave and a $3 billion commercial paper program with no amounts
outstanding. asref—Sep{ember—ZJ—zezs—Weease We also have => had a $1.5 billion senior unsecured revolving credit agreement and & $3.5 billion delayed draw term loan
agreement, {tegether—Credit-Agreementss-beth-of-which-eurrently-undrawn- both of which are => were undrawn. Subsequent to December 1, 2023, the delayed draw term

loan agreement was terminated. This debt or future additional indebtedness may adversely affect our financial condition and future financial results by, among other things:

. requiring the dedication of a portion of our expected cash flows from operations to service our debt, thereby reducing the amount of expected cash flows available
for other purposes, including capital expenditures and acquisitions;anré

* increasing our vulnerability to adverse changes in our business and general economic and industry conditions; and

* limiting our ability to obtain future financing for working capital, capital expenditures, future acquisitions, general corporate or other purposes, which may also
impact our ability to service and repay outstanding indebtedness as it becomes due.

23

Our senior unsecured notes, commercial paper program and e+ revolving credit agreement impose restrictions on us and require us to maintain compliance with
specified covenants. Our ability to comply with these covenants may be affected by events beyond our control. If we breach any of the covenants and do not obtain a waiver
from the noteholders or lenders, then, subject to applicable cure periods, any outstanding debt may be declared immediately due and payable.

In addition, changes by any rating agency to our credit rating may negatively impact the value and liquidity of both our debt and equity securities, as well as the
potential costs associated with a refinancing of our debt. Under certain circumstances, if our credit ratings are downgraded or other negative action is taken, the interest rate
payable by us under our revolving credit agreement could increase. Downgrades in our credit ratings could also restrict our ability to obtain additional financing in the future
and affect the terms of any such financing.

= Quant Disclosure Update
Appears in 7A. Quantitative and Qualitative Disclosures About Market Risk - Navigator
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