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Report of Independent Registered Public Accounting Firm

 
To the Plan Participants and Plan Administrator
SPS Commerce, Inc. 401(k) Retirement Savings Plan:
 
Opinion on the Financial Statements
 
We have audited the accompanying statements of net assets available for benefits of the SPS Commerce, Inc. 401(k) Retirement Savings Plan (the Plan) as
of December 31, 2020 and 2019, and the related statement of changes in net assets available for benefits for the year ended December 31, 2020, and the
related notes  (collectively referred to as the financial statements). In our opinion, the financial statements present fairly, in all material respects, the net
assets available for benefits of the Plan as of December 31, 2020 and 2019, and the changes in net assets available for benefits for the year ended December
31, 2020, in conformity with U.S. generally accepted accounting principles.
 
Basis for Opinion
 
These financial statements are the responsibility of the Plan's management. Our responsibility is to express an opinion on the Plan's financial statements
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 Plan 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.
 
Supplemental Information
 
The Schedule H, Part IV, Line 4(i) – Schedule of Assets (Held at End of Year) as of December 31, 2020 has been subjected to audit procedures performed
in conjunction with the audit of the Plan's financial statements. The supplemental information is the responsibility of the Plan's management. Our audit
procedures included determining whether the supplemental information reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures to test the completeness and accuracy of the information presented in the supplemental information. In
forming our opinion on the supplemental information, we evaluated whether the supplemental information, including its form and content, is presented in
conformity with the Department of Labor's Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of
1974. In our opinion, the supplemental information is fairly stated, in all material respects, in relation to the financial statements as a whole.
 

/s/ KPMG LLP
 
We have served as the Plan’s auditor since 2018.
 
Minneapolis, Minnesota
June 11, 2021
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SPS COMMERCE, INC.

401(K) RETIREMENT SAVINGS PLAN
STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

 
  December 31,  
  2020   2019  

ASSETS         
Non-interest bearing cash  $ 2,369  $ 1,318 

         
Investments, at fair value         

Mutual funds   83,713,217   64,462,717 
SPS Commerce, Inc. common stock   7,198,144   2,635,349 
Common collective trust fund   554,019   199,789 

Total investments, at fair value   91,465,380   67,297,855 
         

Receivables         
Participant contributions   397,605   414,167 
Employer match contributions   126,195   127,449 
Notes receivable from participants   468,354   435,475 

Total receivables   992,154   977,091 
         

NET ASSETS AVAILABLE FOR BENEFITS  $ 92,459,903  $ 68,276,264
 

 
See accompanying Notes to Financial Statements
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SPS COMMERCE, INC.

401(K) RETIREMENT SAVINGS PLAN
STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

 
  

Year Ended December 31,
2020  

ADDITIONS     
Investment income     

Net appreciation in fair value of investments  $ 14,121,878 
Interest and dividend income   1,672,113 

Net investment income   15,793,991 
     

Interest income on notes receivable from participants   32,430 
     

Contributions     
Participant elective deferral   9,355,576 
Employer matching   3,051,922 
Participant rollovers   1,055,445 

Total contributions   13,462,943 
     

Total additions   29,289,364 
     

DEDUCTIONS     
Benefits paid to participants   4,931,326 
Administrative expenses   174,399 

Total deductions   5,105,725 
     
Net increase in net assets available for benefits   24,183,639 
     

NET ASSETS AVAILABLE FOR BENEFITS     
Beginning of year   68,276,264 

     
End of year  $ 92,459,903

 

 
See accompanying Notes to these Financial Statements
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SPS COMMERCE, INC.  
401(K) RETIREMENT SAVINGS PLAN  
Notes to Financial Statements
 
NOTE A – Plan Description
 

The following description of the SPS Commerce, Inc. 401(k) Retirement Savings Plan (the “Plan”) is provided for general informational
purposes only. Participants should refer to the Plan document for a more complete description of the Plan’s provisions.
 
General

The Plan, established on December 20, 1995, is a defined contribution plan subject to the provisions of ERISA and was most recently restated on
January 1, 2018 when the Plan adopted the Fidelity Volume Submitter Defined Contribution Plan document. SPS Commerce, Inc. is the Plan administrator
and sponsor (further referred to herein as the “Company,” “Plan Administrator,” or “Plan Sponsor”).
 
Eligibility

All regular employees, upon attaining age 21, may become participants in the Plan on the first day of each Plan month for both participant
deferrals and Company matching contributions. Additionally, participants are eligible to receive Company discretionary nonelective contributions on the
first day of the month following one year of eligible service if they are employed as of the last day of the plan year.
 
Funding Policy

Pretax and Roth contributions made pursuant to participant election deferrals are permitted in whole percentages from 1% to 80% of the
participant’s compensation, subject to limits established by law. Participants who will be age 50 or older by the end of the Plan year are permitted to make
catch-up contributions. Participants may also make rollover contributions to the Plan from other qualified plans.

The Company matches half of the participant’s elective deferrals, up to the first 6% of the participant’s pre-tax compensation for each pay period.
Half of the match is in Company stock, which is purchased in the open market by Fidelity Management Trust Company (“Fidelity”) and immediately
deposited into the participant’s 401(k) account. The other half of the match is allocated in the same manner as the participant investment election(s).

The Company may make discretionary nonelective contributions at the discretion of the Company’s Board of Directors. No discretionary
employer contributions were made during the year ended December 31, 2020.
 
Participants’ 401(k) Accounts

Participants’ accounts are credited with their contributions, employer matching contributions, discretionary employer contributions, earnings or
losses thereon, and charged with an allocation of administrative expenses. Expense allocations are either pro-rata to each participant or based on each
participant’s account balance, as defined by the Plan. The benefit to which a participant is entitled is the benefit which can be provided from the
participant’s vested account.

 
Vesting

Each participant is fully vested in the portion of the participant’s account that relates to participant contributions and earnings thereon. Vesting in
the employer matching contribution portion of participant accounts, plus actual earnings thereon, is based on hire date and years of vesting service, as
defined in the Plan document as follows:
 
Hire Date and Years of Service  Vesting Percentage  
Hire date prior to January 1, 2018     

immediately   100%
Hire date January 1, 2018 or after     

less than two years of service   0%
two years or more of service   100%
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Forfeitures

Upon a participant’s termination, the unvested portion of the participant’s employer account is forfeited. Forfeitures remain in the Plan and are
used to pay administrative expenses. Any remaining amounts are used to reduce future employer contributions payable under the Plan.
 
Notes Receivable from Participants

Participants may borrow from their accounts a minimum of $1,000 and a maximum equal to the lesser of $50,000 or 50% of their vested account
balance. Note terms range from one to five years and are secured by the balance in the participant’s account. A participant may have longer payment terms
as determined by the Plan Administrator if the note is for the purchase of a principal residence. Participant notes receivable bear fixed interest based on the
prevailing interest rates charged by other lending institutions for loans which would be made under similar circumstances. Principal and interest are paid
ratably through payroll deductions for active participants. A participant may only have one outstanding loan at one time.

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”) was signed into law. Qualified individuals
under the CARES Act are those diagnosed with COVID-19 or have a spouse or dependent who have been diagnosed, or who experience "adverse financial
consequences" as a result of a quarantine, furlough, lay-off, reduction in work hours, business closure, the lack of child care, or other factors due to the
COVID-19 pandemic.

Section 2202(a) of the Cares Act allows for qualified individuals to take up to $100,000 in coronavirus-related distributions, with repayment
terms of up to three years, in accordance with the CARES Act. The ability to request coronavirus related distributions under the CARES Act is permitted
through December 31, 2020. The distributions without tax withholding made during 2020 may be returned to the Plan within three years, or if not returned,
will be subject to ordinary taxation. Qualified individuals could also request a delay of note receivable repayments for repayments that occurred through
December 31, 2020. If a delay was granted, the participant’s note was reamortized and included any interest accrued during the period of delay. In addition,
pursuant to the CARES Act, qualified individuals who were currently receiving required minimum distributions had their 2020 payment automatically
waived and participants who were due to receive the first required distribution in 2020 had their distribution automatically waived. The ability to waive a
required minimum distribution and delay in note repayments and take a coronavirus-related distribution under the CARES Act ceased as of December 31,
2020.
 
Plan Termination

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its contributions at any time and
terminate the Plan subject to the provisions of ERISA. In the event of Plan termination, participants shall be 100% vested in their accounts.
 
Benefits Paid to Participants

Upon termination of service due to death, disability, retirement, termination of employment, or other reasons as defined in the Plan, the
participant may elect to receive an amount equal to the value of the participant’s vested interest in his or her account in the form of a lump-sum amount, in
approximately equal installment payments, or rollover the entire vested portion to a qualified plan, depending on the participant’s account balance.

If the vested account balance does not exceed $1,000, a lump-sum distribution will be made. If the value of a separated participant’s vested
balance is between $1,000 and $5,000, the Plan requires the vested balance to be transferred to an individual qualified retirement account. If the vested
balance exceeds $5,000, a participant may elect to keep the vested account balance in the Plan, receive a lump-sum distribution, or rollover the entire
vested portion to a qualified plan.

Participants are permitted withdrawals from their Plan accounts for financial hardships. Hardship withdrawals must be approved by the Plan
Administrator.
 
Investment Options

Except for the Company stock portion of the Company matching contribution, all Plan investments are participant directed. Participants may
direct the investment of their account balance into various funds and may transfer assets in their accounts between funds on a daily basis, including the
Company stock portion of the Company matching contribution.
 
NOTE B – Summary of Significant Accounting Policies
 
Basis of Accounting

The accompanying financial statements have been prepared using the accrual method of accounting in accordance with accounting principles
generally accepted in the United States of America (“GAAP”).
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Investment Valuation and Income (Loss) Recognition

The Plan’s investments are reported at fair value. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. See Note C for discussion of fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the accrual basis of accounting. Dividends are
recorded on the ex-dividend date.

Net appreciation (depreciation) includes the Plan’s gains and losses on investments bought and sold, as well as held during the year.
 

Administrative Expenses

Plan administrative expenses, including investment fees, transaction fees, and investment management services, are charged to participant
accounts as a percentage of assets invested. Plan administration fees, including audit and legal fees, are paid by the Plan Sponsor.

 
Benefits Paid to Participants

Benefits paid to participants are recorded by the Plan when paid.
 

Risks and Uncertainties

The Plan invests in various investment securities that are exposed to various risks, such as interest rate, market, and credit risks. Due to the level
of risk associated with certain investment securities, it is reasonably possible that changes in the values of investment securities will occur in the near term
and that such changes could materially affect participants’ balances and the amounts reported in the statements of net assets available for benefits.
 
Concentration of Market Risk

At December 31, 2020 and 2019, approximately 8% and 4% of the Plan’s net assets, respectively, were invested in the common stock of the
Company. The underlying value of the Company’s common stock is entirely dependent upon the performance of the Company and the market’s evaluation
of such performance. It is possible that changes in the fair value of the Company’s common stock in the near term could materially affect participants’
account balances and the amounts reported in the statements of net assets available for benefits and the statement of changes in net assets available for
benefits.
 
Use of Estimates

The preparation of financial statements in conformity with GAAP requires Plan management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and changes therein, and disclosure of contingent assets and liabilities. Actual results may differ from those
estimates.
 
Notes Receivable from Participants

Notes receivable from participants are measured at their unpaid balance plus any accrued but unpaid interest. Delinquent notes are reclassified as
distributions in the quarter subsequent to when a participant misses a scheduled repayment. No allowance for credit losses has been recorded as of
December 31, 2020 and 2019.
 
Accounting Pronouncements Recently Adopted
 
Standard  Date of Issuance  Description  Date of Adoption  Effect on the Financial Statements
ASU 2018-13, Fair Value
Measurement (Topic 820):
Disclosure Framework—
Changes to the Disclosure
Requirements for Fair
Value Measurement

 August 2018  Eliminates, amends and adds disclosure requirements under
Topic 820, including (i) removal of certain disclosure
requirements regarding transfers between Levels 1 and 2 of
the fair value hierarchy and timing thereof and the valuation
processes for Level 3 measurements (ii) modified
requirements for investments in companies that calculate
net asset value and information about measurement
uncertainty and (iii) a requirement to provide additional
information regarding Level 3 measurements.

 January 2020  The adoption of this standard did not have a
material impact on the financial statements.

Subsequent Events

Except for that noted in Note F, the Plan is not aware of any subsequent events, which would require recognition or disclosure in the financial
statements, through June 11, 2021, the date the financial statements were available to be issued.
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NOTE C – Fair Value Measurements
 
Fair Value Measurements

The Company measures certain financial assets at fair value on a recurring basis based on a fair value hierarchy that requires us to maximize the
use of observable inputs and minimize the use of unobservable inputs when measuring fair value. A financial instrument’s categorization within the fair
value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. The three levels of inputs that may be used to
measure fair value are:

 • Level 1 – quoted prices in active markets for identical assets or liabilities.

 • Level 2 – observable inputs other than Level 1 prices, such as: (a) quoted prices for similar assets or liabilities, (b) quoted prices in
markets with insufficient volume or infrequent transactions (less active markets), or (c) model-derived valuations in which all significant
inputs are observable or can be derived principally from or corroborated by observable market data for substantially the full term of the
assets or liabilities.

 • Level 3 – unobservable inputs to the valuation methodology that are significant to the measurement of fair value of assets or liabilities.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant to
the fair value measurement. Valuation techniques maximize the use of relevant observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no changes in the
methodologies used at December 31, 2020 and 2019.

Common Stock: Valued at quoted market prices, as they are actively traded.

Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the Plan are open-end mutual funds that are
registered with the Securities and Exchange Commission. These funds are required to publish their daily net asset value (“NAV”) and to transact
at that price. The mutual funds held by the Plan are deemed to be actively traded.

Collective trust fund: Valued at the NAV of shares held by the Plan based on the fair value of its underlying assets reported in the fund’s audited
financial statements. The NAV is used as a practical expedient to estimate fair value. This practical expedient would not be used if it was
determined to be probable that the funds will sell the underlying investments for an amount different from the reported NAV. Participant
transactions (purchases and sales) may occur daily. If the Plan initiates a full redemption of the collective trust, the issuer reserves the right to
require 12 months’ notification in order to ensure that securities liquidations will be carried out in an orderly business manner.

The preceding methods described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of
future fair values. Furthermore, while the Plan believes its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments could result in a different fair value measurement at the
reporting date.

The following table sets forth by level, within the fair value hierarchy, the Plan’s investments at fair value:
 

  December 31, 2020  
  Level 1   Level 2   Level 3   Total  

Common stock  $ 7,198,144  $ —  $ —  $ 7,198,144 
Mutual funds   83,713,217   —   —   83,713,217 

Total assets in the fair value hierarchy  $ 90,911,361  $ —  $ —  $ 90,911,361 
Investments measured at NAV               554,019 

Investments at fair value               91,465,380 
                 

  December 31, 2019  
  Level 1   Level 2   Level 3   Total  

Common stock  $ 2,635,349   —   —  $ 2,635,349 
Mutual funds   64,462,717   —   —   64,462,717 

Total assets in the fair value hierarchy  $ 67,098,066  $ —  $ —  $ 67,098,066 
Investments measured at NAV               199,789 

Investments at fair value               67,297,855
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NOTE D – Income Tax Status

The Plan uses a volume submitter plan document created by Fidelity Management & Research Co. (“FMR”), an affiliate of the Plan’s
recordkeeper, Fidelity. The Internal Revenue Service (“IRS”) has determined and informed FMR by a letter dated March 31, 2014, that the volume
submitter plan is designed in accordance with applicable sections of the Internal Revenue Code (“IRC”). Although the Plan has been restated since
receiving the FMR opinion letter, the Plan’s management believes that the Plan is designed and is currently being operated in compliance with the
applicable requirements of the IRC.

GAAP requires plan management to evaluate tax positions taken by the Plan and recognize a tax liability (or asset) if the organization has taken
an uncertain position that more likely than not would not be sustained upon examination by the IRS. The Plan Administrator has analyzed the tax positions
taken by the Plan, and has concluded that as of December 31, 2020 and 2019, there are no uncertain positions taken or expected to be taken that would
require recognition of a liability (or asset) or disclosure in the financial statements. The Plan is subject to routine audits by taxing jurisdictions; however,
there are currently no audits for any tax periods in progress.
 
NOTE E – Party-in-Interest Transactions

The Plan held 66,287 shares and 47,552 shares of common stock of the Company, the sponsoring employer, valued at $7.2 million and $2.6
million at December 31, 2020 and 2019, respectively. The investment and transactions in this investment qualify as party-in-interest transactions which are
exempt from the prohibited transaction rules of ERISA.

Plan investments include shares of mutual funds and a collective trust managed by Fidelity, the custodian as defined by the Plan; therefore,
transactions in these investments qualify as exempt party-in-interest transactions.

Certain employees of the Plan Sponsor provide administrative services to the Plan. These services are provided at no cost to the Plan.

Party-in-interest transactions also include loans made to participants.

 
NOTE F – Subsequent Events

In May 2021, and in connection with the Company’s acquisition of the equity ownership interests of D Masons Software, LLC (“Data Masons”),
the Company transferred the net assets from the defined contribution retirement plan Data Mason eligible employees were participating in (the “Data
Masons Plan”) into the Plan. Total net assets transferred into the Plan were approximately $9.1 million. Participants in the Data Masons Plan became
eligible in the Plan effective January 1, 2021.
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SPS COMMERCE, INC.

401(K) RETIREMENT SAVINGS PLAN
 

Form 5500, Schedule H, Part IV, Line 4(i)
Schedule of Assets (Held at End of Year)

As of December 31, 2020
 

  
Identity of issuer, borrower, lessor, or similar

party  
Description of investment including maturity date, rate of interest,

collateral, par, or maturity value  Cost   Current value  
    Collective trust fund         
  Union Bank and Trust Company  Morley Stable Value Fund  **  $ 554,019 
             
    Mutual funds         
  Vanguard  Target Retirement 2045 Fund  **   13,530,389 
  Vanguard  Target Retirement 2050 Fund  **   11,275,837 
  Vanguard  Target Retirement 2055 Fund  **   10,783,164 
  Vanguard  Institutional 500 Index Fund  **   7,861,612 
  Vanguard  Target Retirement 2030 Fund  **   7,849,948 
  Vanguard  Target Retirement 2035 Fund  **   4,635,161 
  Vanguard  Target Retirement 2040 Fund  **   4,466,057 
  T. Rowe Price  Growth Stock Fund 1  **   4,124,415 
  Vanguard  Target Retirement 2060 Fund  **   3,243,542 
  American Funds  EuroPacific Growth Fund  **   3,040,656 
  Vanguard  Mid-Cap Index Fund  **   2,891,116 
  Vanguard  Target Retirement 2025 Fund  **   2,568,931 
  Vanguard  Small Cap Growth Index Fund  **   2,306,919 
  Vanguard  Small Cap Value Index Fund  **   1,267,021 
*  Fidelity  MFS Value Fund Class R6  **   1,189,126 
  Prudential  Total Return Bond Fund  **   1,021,074 
  Vanguard  Intermediate-Term Bond Index Fund  **   977,706 
  Vanguard  Target Retirement 2020 Fund  **   259,250 
  Vanguard  Target Retirement 2065 Fund  **   239,722 
  Vanguard  Target Retirement 2015 Fund  **   174,907 
  Vanguard  Target Retirement Income Fund  **   6,664 
           83,713,217 
             
    Company Stock         
*  SPS Commerce, Inc.  Common Stock  **   7,198,144 
             
    Participant loans         
*  Participant loans  Interest from 4.25% to 6.50% maturing through 2028   -   468,354 
          $ 91,933,734

 

 
* Represents a party-in-interest

** Historical cost information not required for participant-directed investments
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer the employee benet plan)
have duly caused this annual report to be signed on its behalf by the undersigned hereunto duly authorized.
 
 
 
 
Date: June 11, 2021

 
SPS COMMERCE, INC. 401(K) RETIREMENT SAVINGS PLAN
 
By:    SPS COMMERCE, INC., the Plan Sponsor and Plan Administrator

   
   
   
   

Date: June 11, 2021 By: /s/ KIMBERLY K. NELSON
  Kimberly K. Nelson

SPS Commerce, Inc. Executive Vice President and Chief Financial Officer
(principal financial and accounting officer)
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Exhibit Index
 

Number  Description  Manner of Filing
     

23  Consent of Independent Registered Public Accounting Firm  Filed electronically herewith
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Consent of Independent Registered Public Accounting Firm
 
The Audit Committee of the Board of Directors
SPS Commerce, Inc. 401(k) Retirement Savings Plan:
 
We consent to the incorporation by reference in the registration statement (No. 333-222438) on Form S-8 of SPS Commerce, Inc. of our report dated June
11, 2021, with respect to the statements of net assets available for benefits of the SPS Commerce, Inc. 401(k) Retirement Savings Plan as of December 31,
2020 and 2019, the related statement of changes in net assets available for benefits for the year ended December 31, 2020 and the related notes, and the
supplemental schedule, Schedule H, Part IV, Line 4(i) – Schedule of Assets (Held at End of Year) as of December 31, 2020, which report appears in the
December 31, 2020 annual report for Form 11-K of the SPS Commerce, Inc. 401(k) Retirement Savings Plan.

 
/s/ KPMG LLP

 
Minneapolis, Minnesota
June 11, 2021


