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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements that are based on our managenetiefs and assumptions
and on information currently available to our magragnt. The forward-looking statements are contamatipally in, but not limited to, the
sections titled “Risk Factors,” and “Managementisddssion and Analysis of Financial Condition aresi&ts of Operations.” Forwatdeking
statements include all statements that are nairidai facts and can be identified by terms suctaaticipates,” “believes,” “could,” “seeks,”

“estimates,” “expects,” “intends,” “may,” “plansipotential,” “predicts”, “projects,” “should,” “wil,” “would” or similar expressions and the

negatives of those terms. Forward-looking statemiude, but are not limited to, statements about
- our future financial performance;
« our anticipated growth and growth strategies andability to effectively manage that growth andeeffthese strategies;
« anticipated trends, developments and challengearitbusiness and in the markets in which we opgrate
- our ability to anticipate and adapt to future chemin our industry;

« our ability to anticipate market needs and develeyw and enhanced products and services to meet tieesls, and our ability to
successfully monetize thel

« maintaining and expanding our customer base

« maintaining, expanding and responding to changesiinelationships with other companies;
« the impact of competition in our industry and inatien by our competitors;

« our ability to sell our products;

« our ability to expand internationally;

« the impact of seasonality on our business;

« the impact of any failure of our solutions or s@uatinnovations;

« our reliance on our third-party service providers;

» the potential effect on our business of litigatiorwhich we may become a party;

« our liquidity and working capital requirements;

« the estimates and estimate methodologies use@papng our consolidated financial statements

Forward-looking statements involve known and unkneisks, uncertainties and other factors that nase our actual results,
performance or achievements to be materially diffefrom any future results, performance or achieamts expressed or implied by the
forward-looking statements. We discuss these iiskgeater detail in the section entitled “Risk téas” and elsewhere in this Quarterly Report
on Form 10-Q. Given these uncertainties, you shoatglace undue reliance on these forward-looktagements. Also, forward-looking
statements represent our management’s beliefsssutngtions only as of the date of this Quarterlpdteon Form 10-Q. You should read this
Quarterly Report on Form 10-Q completely and wiith tinderstanding that our actual future results bgagaterially different from what we
expect.

Except as required by law, we assume no obligatiarpdate these forward-looking statements publmiyto update the reasons actual
results could differ materially from those antidigdin these forward looking statements, even\i mformation becomes available in the
future




P ART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

RINGCENTRAL, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited, in thousands)

September 30 December 31
2018 2012
Assets:
Current assett
Cash and cash equivalel $ 25,45; $ 37,86¢
Accounts receivable, n 2,49 2,69(
Inventory 2,03¢ 83:<
Prepaid expenses and other current a: 11,65¢ 3,40¢
Total current asse 41,63¢ 44,79¢
Property and equipment, r 17,301 17,00¢
Other asset 1,82¢ 1,557
Total assets $ 60,76: $ 63,35¢
Liabilities and Shareholders’ Equity (Deficit)
Current liabilities:
Accounts payabl $ 6,494 $ 4,55
Accrued liabilities 20,48¢ 21,48
Current portion of capital lease obligati 33¢ 312
Current portion of lon-term debt 9,617 7,63¢
Deferred revenu 15,57 11,29:
Total current liabilities 52,50¢ 45,27¢
Long-term debi 27,77 12,42¢
Sales tax liability 4,00z 3,871
Capital lease obligatio 36E 703
Other lon¢-term liabilities 1,422 99¢
Total liabilities 86,07: 63,28
Commitments and contingencies (Note
Shareholders’ equity (deficit):
Convertible preferred stoc — 74,02(
Common stocl 5 2
Additional paic-in capital 91,22¢ 9,791
Accumulated other comprehensive |i (1549 (85)
Accumulated defici (116,389 (83,657
Total shareholders’ equity (deficit) (25,310 71
Total liabilities and shareholders’ equity (deficif) $ 60,76: $ 63,35¢

See accompanying notes to condensed consolidatathficial statements




RINGCENTRAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited, in thousands, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

Revenues:

Services $ 37,92t $ 27,29( $ 104,66¢ $ 74,98¢

Product 4,00¢ 2,29¢ 10,49¢ 6,412
Total revenue 41,934 29,58¢ 115,16 81,401
Cost of revenues:

Services 12,08( 9,191 34,17¢ 26,31(

Product 3,88¢ 2,041 10,18¢ 6,225
Total cost of revenue 15,96¢ 11,232 44,36 32,53:
Gross profit 25,96¢ 18,35¢ 70,79¢ 48,86¢
Operating expenses

Research and developme 8,15( 6,544 24,26( 17,582

Sales and marketir 18,88¢ 13,781 52,35k 39,62¢

General and administratiy 7,07¢ 7,06¢ 24,85¢ 19,14,
Total operating expens: 34,117 27,39¢ 101,47« 76,354
Loss from operation (8,157) (9,03¢) (30,67¢) (27,48¢)
Other income (expense), net:

Interest expens (995) (553) (2,222) (784)

Other income (expense), r 348 48 102 20
Other income (expense), r (647) (505) (2,120 (764)
Loss before provision (benefit) for income ta (8,798 (9,543 (32,79%) (28,250
Provision (benefit) for income tax 54 25 (66) 57
Net loss $ (8,852) $ (9,56¢) (32,737) $ (28,309
Net loss per common sha

Basic and dilute: $ (0.3€) $ (0.43) $ (1.47) $ (1.27)
Weighted-average number of shares used in compoéhtpss pe
share:
Basic and dilutel 24,45: 22,37 23,29( 22,272

See accompanying notes to condensed consolidatathficial statements




RINGCENTRAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited, in thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Net loss $ (8,852) $ (9,56¢) $ (32,732) $ (28,307)
Other comprehensive loss:
Foreign currency translation adjustments, (313) (71) (69) (65)
Comprehensive loss $ (9,165 $ (9,639 $ (32,800 $ (28,372)

See accompanying notes to condensed consolidatathficial statements




RINGCENTRAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

Nine Months Ended

September 30,
2013 2012
Cash flows from operating activities:
Net loss $ (32,73) % (28,307
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 6,60¢ 4,38¢
Shar-based compensatic 4,54¢ 1,98¢
Noncash interest and other expense related to mtanssued in connection with debt agreem 41z 16¢
Changes in assets and liabilit
Accounts receivabl 19¢ (749
Inventory (1,209 43¢
Prepaid expenses and other current a: (4,340 (2,129
Other asset (200 (40%)
Accounts payabl 1,652 (3,387
Accrued liabilities (36€) 13,17¢
Deferred revenu 4,28: 2,22¢
Other liabilities 55% 544
Net cash used in operating activit (20,590) (12,049
Cash flows from investing activities:
Purchases of property and equipir (9,029 (6,620
Restricted investmen (130 —
Net cash used in investing activiti (9,159 (6,620
Cash flows from financing activities:
Net proceeds from debt agreeme 22,90" 24,53¢
Proceeds from preferred stock warrants issuednnection with debt agreemet 1,62¢ 501
Repayment of det (5,929 (3,039
Repayment of capital lease obligatic (312 (57¢)
Payment of deferred initial public offering co (1,779 —
Proceeds from exercise of stock options and conmstmok warrant: 83¢ 40z
Net cash provided by financing activiti 17,35¢ 21,82’
Effect of exchange rate changes on cash and casba&mts (22 ()
Net increase (decrease) in cash and cash equis (12,417 3,15¢
Cash and cash equivalents
Beginning of perioc 37,86¢ 13,57°
End of perioc $ 25,45 $ 16,73
Supplemental disclosure of cash flow date
Cash paid for intere: $ 1,18 $ 47€
Cash paid for income tax 31 54
Noncash financing activities:
Change in liability for unvested exercised opti $ 95 $ 11
Issuance of common stock in connection with legélement 257 —
Deferred debt issuance cost recorded in conneutitbnissuance of preferred stock warra — 122
Accrued liability for deferred initial public offarg costs 2,13¢ —
Conversion of convertible preferred stock into coonmnstock 74,02( —
Reclassification of preferred stock warrants fraability to equity 82( —
Equipment purchased and unpaid at period 57C 702
Equipment purchased under capital le — 1,32¢

See accompanying notes to condensed consolidatathficial statements




RINGCENTRAL, INC.
N otes to Condensed Consolidated Financial Statemsr(Unaudited)

Note 1. Description of Business and Summary of Siditant Accounting Policies

Description of Busines:

RingCentral, Inc. (“the Company”) is a providersafftware-as-a-service (“SaaS”) solutions for bussnreommunications. The Company
was incorporated in California in 1999 and wasageiporated in Delaware on September 26, 2013. Didiaware Certificate of Incorporation
provides for two classes of common stock upon ffezveness of our initial public offering (“IPG"Class A and Class B common stock,
with a par value of $0.0001 per share. HoldemsuwfClass A common stock and Class B common stagk identical rights, however that
holders of Class A common stock are entitled toate per share of Class A common stock and holofe®ass B common stock are entitled
to 10 votes per share of Class B common stocklanatters submitted to the stockholders for appro¥e shareholdergquity section of th
Companys condensed consolidated balance sheets have tgargrl to conform with Delaware law for all pegqitesented. The Compan
headquartered in San Mateo, California.

Initial Public Offering

On October 2, 2013, the Company closed its IPOsaldi 8,625,000 shares of Class A common stockegtiblic, including the
underwriters’ overallotment option of 1,125,000 rgsa0f Class A common stock and 80,000 sharesasfsG\ common stock sold by selling
stockholders, at a price of $13.00 per share. Qdrvapany received aggregate proceeds of $103,30&¢@00the IPO, net of underwriters’
discounts and commissions, but before deductiaffefing expenses of approximately $3,909,000. f¢teproceeds and other impacts of the
IPO described above are not reflected in the casetbnonsolidated financial statements at SepteBthet013, as the Company received the
proceeds following the end of the fiscal quartgpobl effectiveness of the Company’s registratiotegt@nt on Form S-1 (the “Registration
Statement”) and the filing of the Certificate ottmporation in Delaware on September 26, 2013haltes of the Company’s outstanding
convertible preferred stock automatically conveited 30,368,527 shares of Class B common stoakadirshares of the Company’s
outstanding common stock automatically convertéal 28,316,877 shares of Class B common stock,tieguh 53,685,404 total shares of
Class B common stock outstanding at September@(B.2Immediately following the closing of the IPBe Company had 8,625,000 share
Class A common stock and 53,605,404 shares of Glassnmon stock outstanding.

Basis of Presentatiol

The unaudited condensed consolidated financiadrsiants and accompanying notes of the Company teflleadjustments (all of which
are normal and recurring in nature) that, in thmiop of management, are necessary for a fair ptatien of the interim periods presented. All
intercompany balances and transactions have beeimaled in consolidation. The results of operadifor the interim periods presented are
necessarily indicative of the results to be expkéte any subsequent quarter or for the entire gading December 31, 2013. Certain
information and note disclosures normally includednnual financial statements prepared in accaelanith generally accepted accounting
principles in the United States of America (“U.SAAP") have been condensed or omitted under thesraitel regulations of the Securities and
Exchange Commission (“SEC").

The unaudited interim condensed consolidated fimhstatements should be read in conjunction with@ompany’s audited financial
statements and related notes presented in the Gysdanal prospectus filed with the SEC on Septemdy7, 2013 pursuant to Rule 424(b) of
the Securities Act of 1933 (“the final prospectu§here have been no changes in the Comgasighificant accounting policies from those
were disclosed in the Company’s audited consolidl&itancial statements for the fiscal year endeddbeber 31, 2012 included in the
Company’s final prospectus for its IPO.




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Use of Estimates

The preparation of financial statements in conftymiith U.S. GAAP requires the Company’s managenmemiake estimates and
assumptions that affect the reported amounts etassd liabilities and disclosure of contingersieds and liabilities at the date of the financial
statements and the reported amounts of revenuesx@etses during the reporting period. The sigaifi@stimates made by management ¢
revenue, accounts receivable, the allowance fobifioluaccounts, inventory and inventory reservlgys-based compensation, capitalized
software development costs, provision for inconxesauncertain tax positions, loss contingenciesaacrued liabilities. Management
periodically evaluates such estimates and thep@jtested prospectively based upon such perioditiatran. Actual results could differ from
those estimates.

Recent Accounting Pronouncemen

In February 2013, the Financial Accounting Standd@dard (the “FASB”) issued Accounting Standardslatp (“ASU”) No. 2013-02,
Reporting of Amounts Reclassified Out of Accumute@ther Comprehensive Income. The new guidanceresjan entity to provide
information about the amounts reclassified outaofuaulated other comprehensive income by compoiéig.new accounting pronouncem
is effective for interim and fiscal reporting pet®beginning after December 15, 2012, with earbypéidn permitted. The Company has
adopted this standard during the first quarter@if® The adoption of this standard expanded thedlwated financial statement footnote
disclosures, however there were no amounts refilabsiut of accumulated other comprehensive inconany period presented.

In July 2013, the FASB issued ASU No. 20134thtome Taxes (Topic 740) Presentation of an Unreizagl Tax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Lossaofax Credit Carryforward ExistsThe new guidance requires the netting of unreizegl
tax benefits (“UTBs") against a deferred tax aséset loss or other carryforward that would appiysettiement of the uncertain tax positions.
Under the new standard, UTBs will be netted agailigtvailable same-jurisdiction loss or other ¢axryforwards that would be utilized, rather
than only against carryforwards that are createthbyJTBs. The ASU is effective for fiscal yearsdanterim periods within those years,
beginning after December 15, 2013. Early adoptsopermitted. The Company did not early adopt thimpuncement. The ASU should be
applied prospectively to all UTBs that exist at #ffective date. Retrospective application is p&edi The Company does not expect the
adoption of this guidance to have any significampact on the Company’s consolidated financial states.

Note 2. Financial Statement Components
Cash and cash equivalents consisted of the follg\imthousands):

September 30 December 31
2013 2012
Cash $ 13,22( $ 3,59¢
Money market fund 12,232 34,26t
Total cash and cash equivale $  25/45Z $  37,86¢
Accounts receivable, net consisted of the follow(imgthousands):
September 30 December 31
2013 2012
Accounts receivab-trade $ 1,784 $ 2,68:
Unbilled accounts receival-trade 833 440
Allowance for doubtful accoun (125) (433)
Accounts receivable, n $ 2,49z $ 2,69




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Prepaid expenses and other current assets consfstesifollowing (in thousands):

September 30 December 31
2013 2012
Deferred initial public offering cos $ 3,90¢ $ =
Settlements receivable from credit card transagiimcessor 2,53¢ 1,62¢
Other nor-trade receivables from third parti 2,26¢ 24
Prepaid expenst 2,65¢€ 1,59¢
Other current asse 288 162
Total prepaid expenses and other current a $ 11,65¢€ $ 3,40¢
Property and equipment, net consisted of the fatigwin thousands):
September 30 December 31
2013 2012
Computer hardware and softwz $ 33,40z $ 27,29
Furniture and fixture 1,09C 700
Leasehold improvemen 845 441
Property and equipment, grc 35,337 28,43:
Less: accumulated depreciati (18,03¢6) (11,425
Property and equipment, r $ 17,301 $  17,00¢
Accrued liabilities consisted of (in thousands):
September 30 December 31
2013 2012
Accrued compensation and bene $ 4,06€ $ 3,21€
Accrued sales, use and telecom related t 4,39¢ 4,58C
Accrued initial public offering cosi 2,10C —
Accrued expense 8,451 11,99¢
Accrued legal settlemen 750 1,07t
Other 718 618
Total accrued liabilitie: $ 20,48/ $ 21,48

Note 3. Fair Value of Financial Instruments

The Company carries certain financial assets ctmgisf money market funds and certificates of dsfpat fair value on a recurring ba:
Fair value is based on the price that would beivedefrom selling an asset or paid to transfeghility in an orderly transaction between
market participants at the measurement date. Bhievs estimated by applying the following hiehgrcwhich prioritizes the inputs used to
measure fair value into three levels and basesategorization within the hierarchy upon the lowesel of input that is available and
significant to the fair value measurement:

Level 1: Observable inputs which include unadjustedted prices in active markets for identical tssee liabilities.

Level 2: Observable inputs other than Level 1 ispatich as quoted prices for similar assets aititieb, quoted prices for identical or similar
assets or liabilities in inactive markets, or otimuts that are observable or can be corrobolaembservable market data for
substantially the full term of the asset or lidili

Level 3: Unobservable inputs that are supportelittiyy or no market activity and that are basedmamagement’s assumptions, including fair
value measurements determined by using pricing fapdiscounted cash flow methodologies or simigghhiques.

10




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

The fair value of assets carried at fair value determined using the following inputs (in thousgnds

Balance at
September 30, 201 (Level 1) (Level 2) (Level 3)
Cash equivalent:
Money market fund $ 12,23 $12,23:2 $ — $ —
Other asset:
Certificates of depos $ 630 $ — $ 630 $ —
Balance at (Level
December 31, 201 (Level 1) 2) (Level 3)
Cash equivalent:
Money market fund $ 34,26t $ 34,26¢ $ — $ —
Other asset:
Certificates of depos $ 500 $ — $ 500 $ —

In June 2013 and August 2013, the Company issusfemped stock warrants in connection with debt agrents that were recorded as
liabilities at issuance and were carried at falugaghrough September 26, 2013, the date of thee®feness of the Registration Statement and
the filing of its Certificate of Incorporation indlaware, after which the fair value of these finahimstruments were reclassified to
shareholders’ equity. The Company’s preferredistearrants automatically converted to common stwakrants upon the effectiveness of the
Registration Statement and the filing of its Cégtife of Incorporation in Delaware on September22d,3. The fair value of the warrants at the
issuance dates in June 2013 and August 2013 wéte®® and $495,000, respectively. The fair valuae June 2013 and August 2013
warrants at the date of reclassification were $3@0 and $500,000, respectively. The fair valupreferred stock warrants was determined by
the Black-Scholes option pricing model which igehnique using level 3 inputs which are detaileNdte 4.

The Company’s other financial instruments, inclgdatcounts receivable, accounts payable and otinesrt liabilities, are carried at
cost which approximates fair value due to the ity short maturity of those instruments. Basedorrowing rates available to the Company
for loans with similar terms and considering owedit risks, the carrying value of debt approximdgésvalue.

Note 4. Debt
Loan and Security Agreement with Bar

In February 2009, the Company entered into a loahsacurity agreement with Silicon Valley Bank (‘BY that was last amended in
August 2013. Under this agreement the Company berd2,500,000 on a term loan in January 2010 &@D$,000 on a term loan in March
2012, which was equal to the full final lending aoitment. The 2010 term loan was repaid in 30 equaithly installments of principal and
interest, which accrued at an annual fixed rat.%%. In addition, a final terminal payment was matlmaturity equal to 3.5% of the original
loan principal. The 2010 term loan was repaidulhduring the third quarter of 2012. The 2012 tdoan is required to be repaid in 36 equal
monthly installments of principal plus interest,iefhaccrues at a floating annual rate equal to @ihs 2.75%. In addition, a final terminal
payment is due at maturity equal to 0.5% of thgioal loan principal.

In August 2013, the Company entered into an amelwsdand security agreement with SVB (the “Amen8%® Credit Agreement”),
which provides for a revolving line of credit of tp$15,000,000 and a term loan of up to $5,000,068@ revolving line of credit bears interest
at a floating annual rate of prime plus 2.0%, whialst be paid monthly, and all outstanding prinicgrad unpaid interest must be repaid by
August 13, 2015. The term loan bears interesffided annual rate of 11.0%, which must be paid rhigntand all principal amounts and unp
interest must be repaid by August 1, 2016, unlkessCompany voluntarily repays the balance at alieeaate without penalty. A final payme
of 2.75% of the amount advanced under the termikdne upon repayment of this loan at maturitpr@payment of this loan. On August 14,
2013, the Company borrowed $10,778,000 under trwviag line of credit, which represented the faMailable borrowing capacity on that
date. The borrowing limit available under the revwad line of credit increases as the principal haéof the existing $8,000,000 term loan fi
SVB is repaid subject to limits
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

based on recurring subscription revenue. The Cogngaas not expect this requirement will limit the@unt of borrowings available under the
line of credit. The existing term loan had an asling balance of $4,222,000 on the amendment dgt8eptember 30, 2013, the principal
balance and available borrowing capacity of thehéug line of credit were $10,778,000 and $222,0@8pectively. On August 16, 2013, the
Company borrowed the full $5,000,000 available urtde new term loan.

In connection with the Amended SVB Credit Agreemém Company issued SVB warrants to purchase 8GBares of its Series E
preferred stock at an exercise price of $9.69 pares As the Series E preferred stock warrante vesued in connection with a loan, the
proceeds were allocated to the loan and the wartmtgted on the relative fair value of the instruimessulting in a loan discount of $866,000
being recorded, with a corresponding increase tlitiadal paid in capital as part of shareholdergliey. The fair value of the Series E
preferred stock warrants was measured at issuaicg the Black-Scholes option pricing model witk fbllowing assumptions: (i) expected
volatility of 60%, (ii) expected life of 10.0 yeaiii) risk free interest rate of 2.7%, (iv) divedd yield of 0.00%, and (v) fair value of Series E
preferred stock of $12.86 per share. Upon thetffeness of the Registration Statement and thgfdf its Certificate of Incorporation in
Delaware on September 26, 2013, the Series E pedfstock and preferred stock warrants were coadénto Class B common stock and
warrants to purchase Class B common stock, respdcti

The Company has pledged all of its assets, exdajudirellectual property, as collateral to secuseoibligations under the Amended SVB
Credit Agreement. The Amended SVB Credit Agreencentains customary negative covenants that lineitGompany’s ability to, among
other things, incur additional indebtedness, glians, make investments, repurchase stock, pagelids, transfer assets and merge or
consolidate. The Amended SVB Credit Agreement edstdains customary affirmative covenants, inclgdiequirements to, among other
things, (i) maintain minimum cash balances repreésgithe greater of $5,000,000 or two times the @any’s quarterly cash burn rate, as
defined in the amended agreement, from and aféelR, and (ii) deliver audited financial statensenthe Company was in compliance with
all covenants under its credit agreement with S¥BfaSeptember 30, 2013.

Loan and Security Agreements with Financial Instition

In June 2012, the Company entered into a growthaldpan and security agreement and an equipnoamnt &nd security agreement with
TriplePoint Capital LLC (“TriplePoint”). Under thgrowth capital loan and security agreement, the @omw borrowed $6,000,000 in term
loans in June 2012, equal to the full lending cotmrant available at the time. The growth capitantésans are required to be repaid in 33
equal monthly installments of principal and intér@ghich accrues at an annual fixed rate of 8.584rafn interest-only period of three months.
In addition, a final terminal payment is due at unity equal to 4.0% of the original loan principdinder the equipment loan and security
agreement, the Company borrowed $9,691,000 in lams in August 2012 from the $10,000,000 lendiogpmitment available at the time.
The equipment term loans are required to be rapa86 equal monthly installments of principal anterest, which accrues at an annual fixed
rate of 5.75%. In addition, a final terminal paymisndue at maturity equal to 10% of the origirgan principal.

Under the growth capital loan and security agreg¢ntka Company was permitted to borrow an additiéd4z000,000 on or before
June 21, 2013 upon the submission of a Form Sd&tration statement to the SEC contemplating andPthe Company common stock wit
expected total net proceeds of at least $50,00000Qune 21, 2013, the Company achieved the milestecessary to access the additional
$4,000,000 available under the original terms efghowth capital loan and security agreement amcbba@d $4,000,000 (“growth capital loan
part 11"). The growth capital loan part Il is reged to be repaid in 33 equal monthly installmeritgrancipal and interest, which accrues at an
annual fixed rate of 8.5% after an interesty period of 3 months, which accrues at a fixate of 9.0%. In addition, a final terminal paymer
due at maturity equal to 4.0% of the original Igaimcipal.

In connection with the growth capital loan partthe Company issued to TriplePoint a warrant te¢pase 33,192 shares of Series D
preferred stock with the exercise price set atdher of: (i) $6.03 per share or (ii) the lowesicprper share in the next round of equity
financing. As the Series D preferred stock wasawere issued in connection with a loan, the prdseeere allocated to the loan the warrants
based on the relative fair value of the instrumeassilting in a loan discount of $265,000 beingrded. As a result of the variable exercise
price feature, the Series D preferred stock wasrargre recorded at fair value and classified dslii@s at issuance, with changes in fair value
recognized in other income and expense for the@gddhie warrants remained classified as liabiliti€ae fair value of the Series D preferred
stock warrants was reclassified to shareholdensitggn
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September 26, 2013, the date of the effectivenefedregistration Statement and the filing ofGertificate of Incorporation in Delaware,
when the Series D preferred stock and preferrezk st@rrants were converted into Class B commorksaod warrants to purchase Class B
common stock, respectively. The fair value of Sieeies D preferred stock warrants was measures@dmnce using the Black-Scholes option
pricing model with the following assumptions: (Rpected volatility of 55%, (ii) expected life ofOryears, (iii) risk free interest rate of 1.9%,
(iv) dividend yield of 0.00%, and (v) fair value 8&ries D preferred stock of $11.41 per share.

In August 2013, the Company amended the growthaldpan and security agreement with TriplePoinptovide an additional
$5,000,000 term loan (“growth capital loan part)lllin September 2013, the Company entered irdecand amendment to the growth capital
loan facility to adjust the repayment terms suctt the term loan is required to be paid over 36thmas follows: 36 months of interest-only
payments at a fixed annual rate of 11.0% and the fwincipal at maturity. In addition, a final pagnt of 2.75% of the original principal
amount is due at maturity, which is August 13, 2Gdr6upon prepayment of this loan. On August T8,3, the Company borrowed the full
$5,000.000 available under this term loan.

In connection with growth capital loan part lllgtiCompany issued to TriplePoint a warrant to pwseltl, 614 shares of Series E
preferred stock at an exercise price set at thedaf (i) $9.69 per share or (ii) the lowest prEr share in the next round of equity financing.
As the Series E preferred stock warrants were éssueonnection with a loan, the proceeds werecatked to the loan and the warrants base
the relative fair value of the instruments resgitin a loan discount of $495,000 being recorded.a/esult of the variable exercise price
feature, the Series E preferred stock warrants vem@rded at fair value and classified as lialeiitat issuance, with changes in fair value
recognized in other income and expense for th@gdhie warrants remained classified as liabiliti€he fair value of the Series E preferred
stock warrants was reclassified to shareholdmggity on September 26, 2013, the date of the tdfestess of the Registration Statement an
filing of its Certificate of Incorporation in Delaawe, when the Series E preferred stock and prefstoek warrants were converted into Clas
common stock and warrants to purchase Class B constogk, respectively. The fair value of the SeEqweferred stock warrants was
measured at issuance using the Black-Scholes optioimg model with the following assumptions: é§pected volatility of 60%, (ii) expected
life of 10.0 years, (iii) risk free interest rate27%, (iv) dividend yield of 0.00%, and (v) faialue of Series E preferred stock of $12.86 per
share.

The TriplePoint growth capital loan and securityesgnent, as amended and equipment loan and seagrégment contain customary
negative covenants that limit the Company’s abtlityamong other things, incur additional indebtsin grant liens, make investments,
repurchase stock, pay dividends, transfer assetenange or consolidate. The TriplePoint growthitedyioan and security agreement, as
amended and equipment loan and security agreersent@ntain customary affirmative covenants, inglgdequirements to, among other
things, deliver audited financial statements. Tloenpany was in compliance with all covenants uitdesredit agreements with TriplePoint as
of September 30, 2013.

Other Debt

In April 2012, the Company borrowed $1,500,000inarfice the purchase of software. The loan is redud be repaid in three equal
installments of $500,000 due in April 2012, Janu2B¢3 and January 2014.

Note 5. Commitments and Contingencies
Sales Tax Liability

During 2010 and 2011, the Company increased iessaid marketing activities in the U.S., which rhayasserted by a number of states
to create an obligation under nexus regulatioreotiect sales taxes on sales to customers in #te. Rrior to 2012, the Company did not co
sales taxes from customers on sales in all stiidise second quarter of 2012, the Company comnteocakecting and remitting sales taxes on
sales in all states, therefore the loss conting@napplicable to sales and marketing activitie20d0, 2011 and the six months ended June 30
2012. As of September 30, 2013 and December 32,208 Company recorded a long-term sales taxiliabif $4,003,000 and $3,877,000,
respectively, based on its best estimate of thbalie liability for the loss contingency incurresiaf those dates. The Company’s estimate of .
probable outcome under the loss contingency isthaseanalysis of its sales and marketing activitiegenues subject to sales tax, and
applicable regulations in each state in each peNadsignificant adjustments to the long-term s#dedliability have been recognized in the
accompanying consolidated financial statements
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for changes to the assumptions underlying the aestiniHowever, changes in management’s assumptiagsotur in the future as the
Company obtains new information which can resulidjustments to the recorded liability. Increases$ @ecreases to the long-term sales tax
liability are recorded as general and administeaéixpense.

A current sales tax liability for noncontingent ames expected to be remitted in the next twelve thof, $2,973,000 and $3,574,000,
is included in accrued liabilities as of Septem®@r2013 and December 31, 2012, respectively.

Legal Matters

In December 2012, Callwave Communications, LLC (\@ave”) filed a lawsuit against the Company in the Unitéat&s District Cour
for the District of Delaware and amended its conmplavice since then alleging patent infringementite Company and AT&T Inc.
(“AT&T"), a reseller of the Company’s product anergices, seeking damages but no injunction.

On September 27, 2013, the Company entered intttlaraent agreement with CallWave. Under the tavfriibe settlement, CallWave
granted a non-exclusive license to the Companyagneled to dismiss all claims in the litigation wittejudice, including any claims for which
the Company was required to indemnify and defen&ATAs part of the settlement, the Company agreegkty CallWave cash consideration
which it recognized as general and administratimease during the second quarter of 2013 as itrdé@ted the payment to be a cost to settle :
loss contingency, and the amount was probable stidable. During the third quarter of 2013, the @amy paid substantially all of the cash
consideration due under the settlement agreemente@orded a credit to general and administratiperse of $1,160,000 to reflect the final
cost of the settlement net of insurance recovery.

Note 6. Share-Based Compensation

A summary of share-based compensation expensenizedgn the Company’s consolidated statementpefations follows (in
thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Cost of services revenu $ 129 $ 66 $ 297 $ 175
Research and developmt 367 223 884 536
Sales and marketir 330 153 734 483
General and administratiy 1,384 327 2,631 790
Total shar-based compensation expel $ 2,21C $ 769 $ 4,54¢ $ 1,984

As of September 30, 2013 and December 31, 201 thaes approximately $23,277,000 and $9,587,00&ndnvested share-based
compensation expense, net of estimated forfeituedested to stock option grants, which will be rgeized on a straight-line basis over the
remaining weighted-average vesting periods of apprately 3.0 years and 2.7 years, respectively.

Equity Incentive Plans

In September 2013, the Board adopted and the Coytgpstockholder approved the 2013 Equity IncenBNan (the “2013 Plan”). The
2013 Plan became effective on September 26, 20i8onnection with the adoption of the 2013 Plée, Company terminated the 2010 Eq
Incentive Plan (the “2010 Plan”), under which stogkions had been granted prior to September 283.2The 2010 Plan was established in
September 2010, when the 2003 Equity Incentive Rlen“2003 Plan”) was terminated. After the temation of the 2003 and 2010 Plans, no
additional options were granted under these plamsever options previously granted will continuébtogoverned by these plans. In addition,
options authorized to be granted under the 2002846 Plans, including forfeitures of previouslagted awards are authorized for grant
under the 2013 Plan. A total of 6,200,000 shafé&dass A common stock have been reserved for iesuander the 2013 Plan. The 2013 |
includes an annual increase on the first day dfi acal year beginning in 2014, equal to the leds(i) 6,200,000 shares of Class A common
stock; (ii) 5.0% of the outstanding shares of Ebses of common stock as of the last day of thegamy’s immediately preceding fiscal year;
or (iii) such other amount as the board of directoay determine.
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The plans permit the grant of stock options an@oghhare-based awards to employees, officers,tdiseand consultants by the
Company’s board of directors. Option awards areegaly granted with an exercise price equal tofliemarket value of the Company’s
common stock as determined by the Company’s bdaddectors at the date of grant. Option awardsegally vest according to a graded
vesting schedule based on four years of contineensce and generally have a 10-year contractual. tEertain option awards provide for
accelerated vesting if there is a change in cof@®Udefined in the option agreement) and earlycése of the option prior to vesting (subject to
the Company’s repurchase right). As of SeptembgePB03 a total of 6,166,350 shares remain avail@lgrant under the 2013 Plan. As of
December 31, 2012, a total of 468,000 shares weaxitahle for grant under the 2010 Plan, which veamtnated in September 2013 upon the
adoption of the 2013 Plan.

A summary of option activity under all of the plaatsSeptember 30, 2013 and changes during thedsettien ended is presented in the
following table (in thousands):

Weighted-
Number of Weightec- Average Aggregate

Options Average Contractual Intrinsic

Outstanding Exercise Price Term Value
(in thousands) Per Share (in Years) (in thousands)
Outstanding at December 31, 2( 8,60¢ $ 2.8¢ 7.2 $ 40,70¢
Grantec 3,701 11.3C 0
Exercisec (593) 1.42 0
Canceled/Forfeite (632 4.1€ 0
Outstanding at September 30, 2( 11,08t $ 5.71 8.0 $ 136,49
Vested and expected to vest as of September 33, 10,14 $ 5.3¢ 7.8 $ 128,24¢
Exercisable as of September 30, 2! 4,612 $ 2.0€ 6.3 $ 73,61(

The weighted average grant date fair value of ogtigranted and the total intrinsic value of optiersrcised were as follows (in thousands,
except weighted average grant date fair value):

Nine Months Ended September 3i

2013 2012
Weighted average grant date fair value per s $ 6.06 $ 3.05
Total intrinsic value of options exercis $ 9,85t % 1,591

The Company estimated the fair values of each n@tiearded on the date of grant using the Black-Bshaption pricing model, which
requires inputs including the fair value of comnsbock, expected term, expected volatility, riskefieterest and dividend yield. The weighted
average assumptions used in the option pricing te@d®l the resulting grant date fair value of stopkons granted to employees and non-
employees in the periods presented were as follows:

Three Months Nine Months
Ended September 30, Ended September 30,

2013 2012 2013 2012
Expected term for employees (in yez 6.1 6.1 6.1 6.1
Expected term for ni-employees (in year: 10.0 10.0 10.0 10.0
Risk-free interest rat 1.99% 0.84% 1.68% 0.96%
Expected volatility 54% 57% 54% 61%
Expected dividend raf 0% 0% 0% 0%
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Early Exercises of Nonvested Optio

The Company’s option agreements with certain engseypermit the early exercise of nonvested stotikrop The Company has the
right to repurchase issued but nonvested sharesnafnon stock at the original exercise price follogvthe termination of service. The shares
are released from the repurchase right accorditigeteesting schedule specified in the option agerg. The Company treats the proceeds
from early exercise as a deposit of the exercige @nd records the cash received initially aglility that is reclassified to shareholders’
equity as the shares vest.

A summary of the status of the Company’s early @zed and nonvested shares as of December 31,a2@13eptember 30, 2013, and
changes during the periods then ended is presbeeted (in thousands):

Nonvested

Number of Common Stock
Shares Liability

Nonvested as of December 31, 2( 58 $ 64
Early exercise 100 200
Vested (58) (60)
Nonvested as of December 31, 2( 100 204

Early exercise — —
Vested (51) (98)
Nonvested as of September 30, 2 49 106

Employee Stock Purchase Pl:

In September 2013, the Board adopted, and the Qaytgppstockholder approved a 2013 Employee Stocklirage Plan (ESPP). The
ESPP became effective on September 26, 2013. ahdbf,250,000 shares of Class A common stock baea reserved for issuance under
ESPP. The ESPP provides for annual increaseg inuinber of shares available for issuance undde 8P on the first day of each fiscal y
beginning in fiscal 2013, equal to the least gf1fc of the outstanding shares of all classes ofraon stock on the last day of the immediately
preceding year; (ii) 1,250,000 shares; or (iii)isother amount as may be determined by the boaddexdtors.

The ESPP allows eligible employees to purchaseeshafrthe Class A common stock at a discount thrgayroll deductions of up to tl
lesser of 15% of their eligible compensation or $28 per calendar year, at not less than 90% diihenarket value, as defined in the ESPP,
subject to any plan limitations. A participant nayrchase a maximum of 3,000 shares during an offgrériod. The offering period generally
starts on the first trading day on or after Mayhldhd November 11th of each year, except thatitsteoffering period commenced on the first
trading day following the effective date of the Guamy'’s registration statement. At the end of the offgperiod, the purchase price is set a
lower of: (i) the fair value of the Company’s commstock at the beginning of the six month offenragiod, and (ii) the fair value of the
Company’s common stock at the end of the six mofféring period. At September 30, 2013, a total @50,000 shares were available for
issuance under the ESPP.

The assumptions used to value employee stock psealights under the Black-Scholes model duringhthee and nine months ended
September 30, 2013 were as follows:

Expected term (in month 6

Risk-free interest rat 0.03%
Expected volatility 42%
Expected dividend ral 0%
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Note 7. Geographic Concentrations

Revenue by geographic location is based on thiadpiélddress of the customer. More than 90% of thegany’s revenue is from the
United States during the three and nine monthsde8eéptember 30, 2013 and 2012. No other individaahtry exceeded 10% of total revenue
during the three and nine months ended Septemh@033 and 2012. Property and equipment by geogrégtation is based on the location
of the legal entity that owns the asset. At Sepem30, 2013 and December 31, 2012, more than 85P®O&%0, respectively, of the Compasy’
property and equipment is located in the UnitedeStawith no single country outside the United &atpresenting more than 10% of property
and equipment individually during the three andenimonths ended September 30, 2013 and 2012.

Note 8. Income Taxes

The provision for income taxes for the three momthded September 30, 2013 and 2012, was approxyn$&, 000 and $25,000,
respectively. The provision for income taxes caesigrimarily of foreign income taxes.

The (benefit) provisions for income taxes for tiermonths ended September 30, 2013 and 2012 wprexamately $(66,000) and
$57,000, respectively. The benefit for income tackesng the nine months ended September 30, 20d§isted of foreign income taxes, state
minimum taxes and recognition of a foreign tax dreslated to its subsidiary in China. The proeisfor income taxes during the nine months
ended September 30, 2012 consisted primarily ¢é sténimum taxes and foreign income taxes.

For the three and nine months ended Septembe033,éhd 2012, the provision for income taxes diffieirom the statutory amount
primarily due to state and foreign taxes curreptlyable, and the Company realized no benefit foreot year losses due to maintaining a full
valuation allowance against the U.S. and foreigrdeéerred tax assets.

The realization of tax benefits of deferred taxetsss dependent upon future levels of taxablenrmesmf an appropriate character, in the
periods the items are expected to be deductibiexable. Based on the available objective evidetigeCompany does not believe it is more
likely than not that the net deferred tax asselsbeirealizable. Accordingly, the Company has fled a full valuation allowance against the
domestic and foreign net deferred tax assets Sgptiember 30, 2013 and December 31, 2012. The Gonipinds to maintain the remaining
valuation allowance until sufficient positive evithe exists to support a reversal of, or decregdbérnvaluation allowance. During the three
nine months ended September 30, 2013, there havertmematerial changes to the total amount of wyeized tax benefits.

Note 9. Basic and Diluted Net Loss Per Share

Basic net loss per share is computed by dividiegntt loss by the weighted-average number of sledr@mmon stock outstanding
during the period, less the weighted-average uedestmmon stock subject to repurchase or forfedsrthey are not deemed to be issued for
accounting purposes. Diluted net loss per shaterigputed by giving effect to all potential shanésommon stock, including preferred stock,
warrants to exercise common and preferred stoclstouk options, to the extent they are dilutivepobl the effectiveness of the Registration
Statement and the filing of its Certificate of Imgoration in Delaware on September 26, 2013, alitanding preferred stock and warrants to
purchase preferred stock were converted to comromik aind warrants to purchase common stock, reispsct For the three and nine months
ended September 30, 2013 and 2012, all such corstook equivalents have been excluded from diluttdass per share as the effect to net
loss per share would be anti-dilutive.
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The following table sets forth the computationtw Company’s basic and diluted net loss per sHazteromon stock (in thousands,
except per share data):

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012

Numeratot

Net loss $ (8,859 $ (9,56%) $ (32,73 $ (28,309
Denominatol

Weighted-average common shares for basic and dihaé

loss per shar 24,45; 22,37 23,29( 22,27

Basic and diluted net loss per sh $ (0.36) $ (0.43) $ (1.4)) $ (1.279)

The following table sets forth the potential shasEsommon stock that were excluded from dilutedgiveed-average common shares
outstanding (in thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Shares of common stock issuable upon conversion of
preferred stocl — 27,27 — 27,27
Shares of common stock issuable upon conversiaraofnts 502 337 502 337
Shares of common stock subject to repurcl 49 11C 48 11c¢
Shares of common stock issuable under stock optars
outstanding 11,08t 8,72¢ 11,08t 8,72¢
Potential common shares excluded from diluted ot per
share 11,63¢ 36,44¢ 11,63¢ 36,44¢

The table above does not include shares recestig@supon the completion of the IPO.

Note 10. Subsequent Events

On October 2, 2013, the Company completed its IP@reby 8,625,000 shares of Class A common stock aad to the public,
including the underwriter®verallotment option of 1,125,000 shares of Clag®mmon stock and 80,000 shares of Class A commogk solc
by selling stockholders, at a price of $13.00 fere. The Company received aggregate proceeds of $108ED&om the IPO, net of
underwriters’ discounts and commissions, but befleduction of offering expenses of approximately9$9,000.

The Company has evaluated subsequent events thimgdmber 12, 2013, the date the condensed coasatidinancial statements
were issued.

18




Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should kbad in conjunction with our
condensed consolidated financial statements aradeelnotes appearing elsewhere in this QuarterlgdReon Form 10-Q and our Prospectus
filed on September 27, 2013, pursuant to Rule 424{der the Securities Act of 1933, as amendec“Securities Act”) with the SEC. As
discussed in the section titled “Special Note Rdgay Forward-Looking Statements,” the followingdaission and analysis contains forward-
looking statements that involve risks and uncetitad as well as assumptions that, if they nevderi@ize or prove incorrect, could cause our
results to differ materially from those expressethwplied by such forward-looking statements. Fastihat could cause or contribute to such
differences include, but are not limited to, thadentified below, and those discussed in the sediiled “Risk Factors” included under
Part I, Item 1A below

Overview

RingCentral, Inc. (the “Company”, “we”, “us” or “0) is a leading provider of software-as-a-ser\ft®aaS”), solutions for business
communications. We believe that our innovativeudibased approach disrupts the large market fanéss communications solutions by
providing flexible and cost-effective services thapport distributed workforces, mobile employerd the proliferation of “bring-your-own”
communications devices. We enable convenient dedtafe communications for our customers, acrolsthalr locations, all their employees,
all the time, thus enabling a more productive aynbdhic workforce. RingCentral Office, our flagsisigrvice, is a multi-user, enterprise-grade
communications solution that enables our customedstheir employees to communicate via voice, aexk fax, on multiple devices, including
smartphones, tablets, PCs and desk phones.

We founded our business in 1999 and currently dffiexe services: RingCentral Office, RingCentralfessional, and RingCentral Fax.
Prior to 2009, substantially all of our revenuesengerived from RingCentral Professional, whichpeeviously sold as RingCentral Mobile,
and, RingCentral Fax and Extreme Fax, a discondisgevice. In 2009, we began selling RingCentrdilc®f our current flagship service, to
deliver an enterprise-grade SaaS multi-user comeatinns solution, with advanced inbound and outdotoice, text and fax capabilities,
delivered as a scalable solution.

We primarily generate revenues by selling subsongtfor our RingCentral Office, RingCentral Prafiemal, and RingCentral Fax
offerings. RingCentral Office is offered at montlsiybscription rates, varying with the specific ftimcalities and services and the number of
users. RingCentral Professional is offered at nigrgtbscription rates that vary based on the désitenber of minutes usage and extensions
allotted to the plan. RingCentral Fax is offerednainthly subscription rates that vary based ord#sred number of pages and phone numbet
allotted to the plan. RingCentral Office customgeserally pay higher monthly subscription ratesitbastomers of our other service offerings.
Our subscription plans have historically had montirl annual contractual terms, although we alsetsbscription plans with multi-year
contractual terms, generally with larger custom@rs.believe that this flexibility in contract dui@t and termination is important to meet the
different needs of our customers. Generally, oas fler subscription plans have been billed in adeaklowever, as the number of RingCentra
Office customers grows, we expect to bill more costrs through commercial invoices with customamynpent terms and, accordingly, our
levels of accounts receivable may increase. Fothifee and nine months ended September 30, 201304r&] services revenues were equal to
or greater than 90% of our total revenues. The iethea of our revenues are comprised of productrmeee from the sale of pre-configured
office phones, which we offer as a convenienceutocostomers in connection with subscriptions tosmivices.

We make significant upfront investments to acquairstomers. Until 2009, we acquired most of our@mstr subscriptions through e-
commerce transactions on our website driven byneriarketing channels. Beginning in 2009, in cotioeavith our introduction of
RingCentral Office, we established a direct, ingdkes force. Since then, we have continued img#ti our direct, inside sales force while
developing indirect sales channels to market oantband our service offerings. Our indirect salemoel consists of a network of over 1,000
resellers, including American Telephone and Telelgréinc. (“AT&T”). We intend to continue to fostéris network and to expand our network
with other resellers. Beginning in 2011, we alsga@eexpanding into more traditional forms of meati@ertising, such as radio and billboard
advertising.
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Our revenue growth has primarily been driven byftagship RingCentral Office service offering, whibas resulted in an increased
number of customers, increased average subscrii@nues per customer, and increased retentionrafxisting customer and user base. We
define a “customeras one individual billing relationship for the sabption to our services, which generally corredati® one company accot
per customer. We define a user as one person vatbustomer who has been granted a subscriptiendécto use our services, such that the
number of users per customer generally correldbsgly to the number of employees within a custoaoeount. For the three and nine months
ended September 30, 2013 and 2012, no single castmounted for more than 10% of our total revenard our 10 largest non-reseller
customers accounted for less than 10% of our tet@nues. As of September 30, 2013, we had ove0B0@ustomers from industries
including advertising, finance, healthcare, legal/ges, non-profit organizations, real estatgireind technology, and ranging in size from
businesses with fewer than 10 users to more th@rus€rs. For the three and nine months ended Sketed, 2013 and 2012, 99% of our t
revenues were generated in the U.S. and Canallaygh we expect the percentage of our total revedasgved outside of the U.S. and Car
to grow as we expand internationally.

The growth of our business and our future succepsmd on many factors, including our ability to &x@ our customer base to medium-
sized and larger customers, continue to innovat®y gevenues from our existing customer base, ekpan distribution channels and scale
internationally. While these areas represent sicarit opportunities for us, they also pose riskd eimllenges that we must successfully adc
in order to sustain the growth of our businessiargtove our operating results. In addition, theas been substantial litigation in the areas in
which we operate regarding intellectual propergts, including third parties claiming patent infrement which is further described under
“ltem 1—Legal Proceedingsind Note 5 to our condensed consolidated finasta@éments. We cannot assure you that we will beessful ir
defending against any such claims or that we weilable to settle any ongoing or future claims at imy such settlement would be on terms
that are favorable to us.

We have experienced significant growth in recemiogls, with total revenues of $50.2 million, $78n8lion and $114.5 million in 2010,
2011 and 2012, respectively, generating year-oear-increases of 57% and 45%, respectively. We bantinued to make significant
expenditures and investments, including thosesearch and development, infrastructure and opasadad incurred net losses of $7.3 milli
$13.9 million and $35.4 million, in 2010, 2011 a2@12, respectively. For the three months endedeBdmr 30, 2013 and 2012, our total
revenues were $41.9 million and $29.6 million, exdjvely, representing a year-over-year increast?ét. For the nine months ended
September 30, 2013 and 2012, our total revenues $&k5.2 million and $81.4 million, respectivelgpresenting a year-over-year increase of
41%. For the three and nine months ended Septe3h@013 and 2012, our net losses were $8.9 mjl$9.6 million, $32.7 million and $2¢
million, respectively.
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Results of Operation

The following tables show our results of operationdollars and as a percentage of our total reegntihe historical results presented
below are not necessarily indicative of the resihiéd may be expected for any future period (iruamds):

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

Revenues:

Services $ 37,92 $ 27290 $ 104,66¢ $  74,98¢

Product 4,00¢ 2,29¢ 10,49¢ 6,412
Total revenue 41,93¢ 29,58¢ 115,16: 81,401
Cost of revenues:

Services 12,08( 9,191 34,17¢ 26,31(

Product 3,88¢ 2,041 10,18¢ 6,225
Total cost of revenue 15,96¢ 11,232 44,36 32,53:
Gross profit 25,96¢ 18,35¢ 70,79¢ 48,86¢
Operating expenses:

Research and developmt 8,15( 6,544 24,26( 17,582

Sales and marketir 18,88¢ 13,781 52,35k 39,62¢

General and administrati 7,07¢ 7,06¢ 24,85¢ 19,14
Total operating expens 34,117 27,39¢ 101,47« 76,35¢
Loss from operation (8,157) (9,03¢) (30,67¢) (27,48€)
Other income (expense), net:

Interest expens (995) (553) (2,222) (784)

Other income (expense), r 348 48 102 20
Other income (expense), r (647) (505) (2,120 (764)
Loss before provision (benefit) for income ta (8,798 (9,543 (32,79%) (28,250
Provision (benefit) for income tax 54 25 (66) 57
Net loss $ (8,852) % (9,56¢) $ (32,739 $ (28,309
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Percentage of Total Revenues:

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012

Revenues:

Services 90% 92% 91% 92%

Product 10 8 9 8
Total revenue 100 100 100 100
Cost of revenues:

Services 29 31 30 32

Product 9 7 9 8
Total cost of revenue 38 38 39 40
Gross profit 62 62 61 60
Operating expenses:

Research and developmt 19 22 21 22

Sales and marketir 45 47 45 49

General and administrati 17 24 22 23
Total operating expens 81 93 88 94
Loss from operation (19) (31) 27) (34)
Other income (expense), net:

Interest expens (2) Q) 2) Q)

Other income (expense), r — — — —
Other income (expense), r (2) (1) (2) (1)
Loss before provision (benefit) for income ta (21) (32) (29) (35)
Provision (benefit) for income tax — — — —
Net loss (21)% (32)% (29)% (35)%

Comparison of the Three and Nine Months Ended Septeber 30, 2013 and 2012 (dollars in thousands):

Revenues

Three Months Nine Months
Ended September 30 Ended September 30
(in thousands, except percentage 2013 2012 $ Change % Change 2013 2012 $ Change % Change
Revenues
Services $ 37,92¢ $ 27,29( $10,63¢ 39% $104,66¢ $ 74,98¢ $ 29,68( 40%
Product 4,00¢ 2,29¢ 1,711 74% 10,49 6,412 4,082 64%
Total revenue $41,93¢ $ 29,58¢ $ 12,34¢ 42% $ 115,16: $ 81,401 $ 33,76: 41%
Percentage of revenue
Services 90% 92% 91% 92%
Product 10 8 9 8
Total 100% 100% 100% 100%

The increases in services revenues during the #méaine months ended September 30, 2013 weraupiyrdue to growth in the total
number of customers and an increase in the nunfheseos per customer. In addition, our servicesmaes mix contained a higher proportion
of RingCentral Office customers for the three ametmMmonths ended September 30, 2013. While theisitign of new customers and the
increase in the number of users within our existingtomer base were the primary reasons for threase, the trends for these factors have
varied from period to period as some customers raaiaall initial user subscription followed by ager additional user subscription, while
other customers made a large initial user subsonfollowed by a smaller additional user subséoipt In addition, the period of time between
a customer’s initial subscription and the purchafsadditional subscriptions also varied signifidgntanging from one month to a few years.

The overall growth in our customer base was prilndriven by increased brand awareness of ourisesy driven by increases in our sales
marketing expenditures of 37% and 32% for the tlareknine months ended September 30, 2013, pevirdperiod, which include advertisii
and sales personnel expenditures that we belidpedhéo facilitate increased customer acceptanagioservices.
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Product revenues increased for the three and niaméhws ended September 30, 2013, primarily duedeased phone sales driven by the
growth of new customers to RingCentral Office.

Cost of Revenues and Gross Profit

Three Months Nine Months
Ended September 30, Ended September 30,
(in thousands, except percentages) 2013 2012 $ Change % Change 2013 2012 $ Change % Change
Cost of revenue:
Services $12,08C $ 9,191 $ 2,88¢ 31% $34,17¢ $26,31C $ 7,86¢ 30%
Product 3,88¢ 2,041 1,847 90% 10,18¢ 6,225 3,96¢€ 64%
Total cost of
revenue: $1596¢ $11232 $ 4,73€ 42% $44,367 $32,53: $11,83¢ 36%
Gross profit:
Gross profit % 62% 62% 61% 60%

Cost of services revenues increased for the thréeme months ended September 30, 2013, primduigyto: (i) increases of $0.9 milli
and $2.7 million in personnel costs for employemss eontractors, respectively; (ii) increases ob%illion and $1.9 million in depreciation
expense, respectively; and (iii) increases of $dildon and $2.4 million in third-party telecommuwaitions service provider fees, respectively.
The higher personnel costs for the three and mioeths ended September 30, 2013 were primarilyt@ld& and 14% increases in headcount
respectively. The increases in headcount and etiense categories described herein were driverapity by investments in our
infrastructure and capacity to improve the avalighof our service offerings, while also suppogithe growth in new customers and increase:
usage of our services by our customer base.

Cost of product revenues increased for the thrdenare months ended September 30, 2013 due tacegaise in phone sales, which was
primarily driven by the growth in new RingCentraffide customers. Phone sales for the three angl mionths ended September 30, 2013
increased by 39% and 40%, respectively, comparéuteteame periods of the prior year.

Our gross profit margin was 62% for the three msmthded September 30, 2013 and 2012, respectaralyt1% and 60% for the nine
months ended September 30, 2013 and 2012, resglgciiihe change in gross margin for the three and months ended September 30, 20132
was primarily due to a reduction in per usage fhaswe paid to third-party telecommunications smrproviders as a result of increased call
traffic, partially offset by increased phone sales.

Research and Developme

Three Months Nine Months
Ended September 30 Ended September 30
(in thousands, except percentage 2013 2012 $ Change % Change 2013 2012 $ Change % Change
Research and developm $8,15C $6544 $ 1,60¢ 25% $2426( $1758: $ 6,67¢ 38%
Percentage of total revent 19% 22% 21% 22%

The increases in research and development expmigbe three and nine months ended September03@3, ®ere primarily due to
increases in personnel costs for employees andamots of $1.2 million and $4.8 million, includilmigher share-based compensation
expenses of $0.1 million and $0.3 million, respesdti. The higher personnel costs for the threerand months ended September 30, 2013
were primarily due to 8% and 23% increases in heaal; respectively. The increases in researctdamdlopment headcount were in support
of the development of additional software developtpojects for our cloud-based and mobile applbcest
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Sales and Marketing

Three Months Nine Months
Ended September 30 Ended September 30
(in thousands, except percentage 2013 2012 $ Change % Change 2013 2012 $ Change % Change
Sales and marketir $18,88¢ $13,781 $ 5,10¢ 37% $52,358¢ $39,628 $12,73( 32%
Percentage of total revent 45% 47% 45% 49%

The increases in sales and marketing expensesddhtee and nine months ended September 30, 2&E3psimarily due to:
(i) increases in personnel costs for employeescanttactors of $2.6 million and $6.2 million, inding higher share-based compensation
expenses of $0.2 million and $0.3 million, respesdii; and (ii) increases in other sales and manketélated activities of $1.7 million and $4.8
million, respectively. The higher personnel cdetsthe three and nine months ended September3@ Rere primarily due to headcount
increases of 23% and 33%, respectively. The ise®a other sales and marketing related actividiethe three and nine months ended
September 30, 2013 relate primarily to: (i) ince=am internet advertising costs of $0.5 millio &1.2 million, respectively; and (ii) increases
in third-party sales commissions of $0.9 milliorda#®.4 million, respectively. The increases iresand marketing headcount and other
expense categories described herein were necdsssupport our growth strategy to acquire new ausis and establish brand recognition to
achieve greater penetration into the North Amemieaket.

General and Administrative

Three Months Nine Months
Ended September 30 Ended September 30
(in thousands, except percentage 2013 2012 $ Change % Change 2013 2012 $ Change % Change
General and administratiy $7,07¢ $7,06¢ $ 9 — $ 24,85¢ $19,147 $ 5,712 30%
Percentage of total reven 17% 24% 22% 23%

General and administrative expenses for the thiagttms ended September 30, 2013 were flat compart tthree months ended
September 30, 2012 primarily due to: (i) an incegaspersonnel costs for employees and contraofd2.0 million, including share-based
compensation expenses of $1.1 million; offset Byafi insurance recovery of $1.2 million relatedhe CallWave legal settlement; and
(iii) lower professional fees of $0.7 million. Thégher personnel costs for the three months eSéptember 30, 2013 were primarily due to
headcount increases of 15%. The CallWave legtésetnt required the Company to pay CallWave casisideration which it recognized as
general and administrative expense during the seqaarter of 2013, as it determined the paymebegta cost to settle a loss contingency, an
the amount was probable and estimable. Duringtting ¢uarter of 2013, the Company paid substagtalllof the cash consideration due un
the settlement and recorded a credit to generahdministrative expense of $1.2 million to reflée final cost of the settlement net of
insurance recovery. The decrease in professioralvi@s primarily due to certain legal and accogrgixpenses incurred in 2012 related to
efforts for public company readiness that did metur in 2013.

The increase in general and administrative expefasake nine months ended September 30, 2013 vimsaply due to: (i) an increase
personnel costs for employees and contractors .&f @lion, including shardased compensation expenses of $1.8 million; andr(increas
of $2.1 million related to higher legal settlemeasts. These increases for the nine months enejgigiBber 30, 2013 were offset by: (i) lower
costs of certain taxes on revenue-producing traimsecthat exceeded amounts collected from custwwie$1.3 million; and (i) lower
professional fees of $1.0 million. The higher pargel costs for the nine months ended Septembe&t03@ were primarily due to headcount
increases of 31%. The higher legal settlementsaaste driven by timing and size of various legdtlsments that occurred during the nine
months ended September 30, 2013. The decreasef@sgional fees was primarily due to certain legal accounting expenses incurred in
2012 related to efforts for public company readsntésit did not recur in 2013.
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Other Income and Expense, net

Three Months Nine Months
Ended September 30 Ended September 30
(in thousands, except percentage 2013 2012 $ Change % Change 2013 2012 $ Change % Change
Other income (expense), n
Interest expens $ (995 $ (553 $ 442 80% $(2,222) $(784) $ 1,43¢ 183%
Other income (expense), r $ 348 $ 48 $ 30C 625% $ 102 $ 20 $ 82 410%

Other income (expense), net increased for the gepoesented primarily due to higher interest egperThe increase in interest expense
for the three and nine months ended Septemberdd@ &ere primarily due to higher levels of debtstariding during fiscal 2013 as compared
to fiscal 2012. At September 30, 2012, there ves3million of total debt outstanding. At SeptemnBO, 2013, there was $37.4 million of
total debt outstanding.

Liquidity and Capital Resources

To date, we have financed our operations primahitgugh private placements of our preferred stpoceeds from issuance of debt,
proceeds from our initial public offering complet@dOctober 2013, and sales to our customers. /Aeptember 30, 2013 and December 31,
2012, we had $37.9 million and $25.5 million, restpeely, of cash and cash equivalents.

During 2012, we raised $30.0 million through thevgte placement of 3.1 million shares of our SeHgweferred stock. In October
2013, we raised $103.3 million (net of underwrediscounts and commissions, but before deducfioffering expenses of $3.9 million)
through our initial public offering of 8.6 millioshares of our Class A common stock.

During 2012 and 2013, we borrowed $24.5 and $22l#m respectively under various loan and sequaigreements, net of proceeds
allocated to the issuances of preferred stock wésraln March 2012, we borrowed $8.0 million fr&%B, which is required to be repaid over
three years and accrues interest at a floatingamate equal to prime plus 2.75%. In June 202bwarrowed $6.0 million under a growth
working capital loan from Triple Point, which isoqugred to be repaid over three years and accrueest at an annual fixed rate of 8.5%. In
August 2012, we borrowed $9.7 million under an pmént loan with Triple Point, which is requiredda® repaid over three years and accrues
interest at an annual fixed rate of 5.75%.

In June 2013, we borrowed $4.0 million under oustixg growth capital loan and security agreemeith WriplePoint. The loan is
required to be repaid over 36 months as followsdhmonths of interest-only payments at an anrixed frate of 9.0%, followed by 33 equal
monthly installments of principal and interest ataanual fixed rate of 8.5%. In addition, a finayment equal to 4.0% of the original loan
principal is due at maturity.

In August 2013, we borrowed $5.0 million under @téoan, pursuant to an amendment to our growtitaldpan and security agreem
with TriplePoint. This term loan accrues monthlieirest at an annual fixed rate of 11.0% with 36a¢quonthly interest-only payments and the
principal amount due at maturity, which is Augu8t 2016. In addition, a final payment equal to 207&f the original principal amount is due
at maturity.

In August 2013, we borrowed $10.8 million undeeaalving line of credit and $5.0 million under arteloan, pursuant to an amendmen
to our SVB Credit Agreement, or our Amended SVBditragreement. The revolving line of credit bearsnthly interest at a floating annual
rate of prime plus 2.0%, and all outstanding ameumiist be repaid on August 13, 2015. The term lbasams interest at an annual fixed rate of
11.0%, and all outstanding amounts must be repailugust 1, 2016. A final payment of 2.75% of tmeoaint advanced under the term loan is
due at maturity of the term loan.
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A significant majority of our customers are on 3raubscription periods and billed at the beginmhgach subscription period via
credit card. Some of our customers enter into syligmn periods longer than 30 days. A small numiifesur customers are invoiced net 30
days. Therefore, a substantial source of our cesliged by operating activities is our deferredenewe, which is included on our consolidated
balance sheet as a liability. Deferred revenueistssf the unearned portion of billed fees for software subscriptions, which is recognized
into revenue in accordance with our revenue redmgnpolicy. As of September 30, 2013 and Decenie2012, we had deferred revenue of
$15.6 million and $11.3 million, respectively, reded as a current liability. This deferred revemilebe recognized as revenue when all of the
revenue recognition criteria are met.

The table below, for the periods indicated, prosidelected cash flow information (in thousands):

Nine months ended

September 30,
2013 2012
Net cash used in operating activit $ (20590 $ (12,049
Net cash used in investing activiti (9,159 (6,620
Net cash provided by financing activiti 17,35¢ 21,821

Net Cash Used in Operating Activiti¢

Net cash used in operating activities increasefi®§y million from the nine months ended Septemi®e2812 to the nine months ended
September 30, 2013, primarily due to: (i) a $13illion decrease in source of cash from accruedliiegs ($13.2 million source of cash during
the nine months ended September 30, 2012 compage8Q.3 million use of cash in the nine monthseen8eptember 30, 2013); (ii) an
increase in net loss from operations of $4.4 miilliand (iii) an increase in use of cash of $2.2iomlin prepaid expenses and other current
assets. These uses of cash were offset by: (i)dar$#lion increase in source of cash from accopatgable ($3.4 million use of cash during the
nine months ended September 30, 2012 compare@it/amillion source of cash during the nine momhded September 30, 2013); (ii) a §
million increase in non-cash charges, includingrdefation, amortization, and share-based compeamsatpenses, and (iii) a $2.1 million
increase in source of cash from deferred revefiire changes in accrued liabilities, accounts payabt prepaid and other current assets t
primarily from the timing of payments to our vensloiThe higher net loss and non-cash charges r#fieéinvestments we have made in our
business and infrastructure to support expecteadigrowth.

Net Cash Used in Investing Activitie
Our primary investing activities have consisteaapital expenditures to purchase equipment negessaupport our data center
facilities and our network and other operationso@is business grows, we expect our capital expereditto continue to increase.

Net cash used in investing activities increase@2$ million from the nine months ended Septemifei2813 to the nine months ended
September 30, 2012, primarily due to a $2.4 millierease in use of cash for additional capitaiggent and software to support the increas
in headcount levels in all functions of the bus@mess well as additional capacity in our platfomstipport our increasing customer base.

Net Cash Provided by Financing Activitie
Our primary financing activities have consistedqtiity issuances of preferred stock raised to funmdoperations as well as proceeds
from and payments on debt and capital lease oiggentered into to finance investments in pereband infrastructure.

Net cash provided by financing activities decrease84.5 million from the nine months ended Septeng®, 2013 to the nine months
ended September 30, 2012, primarily due to a $2lmincrease in use of cash for repayment oftdmimbined with a $1.8 million increase
in use of cash for payment of deferred initial pubffering costs.
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Contractual Obligations and Commitments

Except as set forth in Note 4 and Note 5, thereewermaterial changes in our commitments underactual obligations, as disclosec
the Company’s audited consolidated financial statesfor the year ended December 31, 2012.

Our primary contractual obligations are from oueriing leases, credit facility and other contrattommitments. See Note 4—Debt
and Note 5—Commitments and Contingencies, to omd€nsed Consolidated Financial Statements forcausison of our credit facility, lease
commitments and other contractual commitments.

Contingencies

We are involved in claims, lawsuits, governmeneistigations, and proceedings. We record a provigioa liability when we believe
that it is both probable that a liability has béscurred, and the amount can be reasonably estiim&ignificant judgment is required to
determine both probability and the estimated amdsuth legal proceedings are inherently unpredietabd subject to significant
uncertainties, some of which are beyond our con8bbuld any of these estimates and assumptiomgeta prove to be incorrect, it could
have a material impact on our results of operatifinancial position, and cash flows.

See Note 5 in the notes to the condensed consadiditancial statements included in Part I, Ilteandl “Legal Proceedings” contained in
Part Il, Item 1 of this Quarterly Report on FormQG@or additional information regarding contingezei

Off-balance Sheet Arrangements

During the nine months ended September 30, 201218, we did not have any relationships with usctidated organizations or
financial partnerships, such as structured finanwcgpecial purpose entities that would have betabkshed for the purpose of facilitating off-
balance sheet arrangements.

It em 3: Quantitative and Qualitative Disclosures Aout Market Risk

We are exposed to market risk in the ordinary amofour business. Market risk represents theaidkss that may impact our financial
position due to adverse changes in financial mgrkees and rates. Our market risk exposure isamilyna result of fluctuations in foreign
currency exchange rates and interest rates. Wetdaotd or issue financial instruments for tradimgposes.

Foreign Currency Risk

Our functional currency of our foreign subsidiariegenerally the local currency. Most of our saes denominated in U.S. dollars, and
therefore our net revenue is not currently suliigsignificant foreign currency risk. Our operatiegpenses are denominated in the currencies
of the countries in which our operations are logatéhich are primarily in the U.S., Canada, UK &tdna. In the first quarter of 2013, we
formed a wholly owned subsidiary in the Netherlaadd in the second quarter of 2013, we formed dlwbwned subsidiary in Switzerland.
Our consolidated results of operations and castsflare, therefore, subject to fluctuations duehtanges in foreign currency exchange rates
and may be adversely affected in the future dudhémges in foreign exchange rates. To date, we haiventered into any hedging
arrangements with respect to foreign currency eisither derivative financial instruments. Durihg thine months ended September 30, 2013
and 2012, the effect of a hypothetical 10% chanderieign currency exchange rates applicable tdosmess would not have had a material
impact on our consolidated financial statements.

Interest Rate Sensitivit

We had cash and cash equivalents of $37.9 milith%25.5 million as of December 31, 2012 and Sep#zB0, 2013, respectively. We
hold our cash and cash equivalents for workingteapurposes. Our cash and cash equivalents agdrhehsh and short-term money market
funds. Due to the shotérm nature of these instruments, we believe tlatlornot have any material exposure to changéwifair value of ou
investment portfolio as a result of changes inrggerates. Declines in interest rates, howeveuldvieduce future interest income. During
fiscal 2012 and the nine months ended Septemb&(3@3, the effect of a hypothetical 10% increasdemrease in overall interest rates would
not have had a material impact on our interestrimedn addition, as of December 31, 2012, we hgdaqimately $6.0 million in short and
long-term debt with variable interest rate compaseA hypothetical 10% increase or decrease woane ihad a $0.6 million impact on our
interest expense. At September 30, 2013, we haaxippately $14.8 million in short and lortgFrm debt with variable interest rate compont
A hypothetical 10% increase or decrease would hadea $1.5 million impact on our interest expense.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clirécutive Officer and our Chief Financial Officexaluated the effectiveness of our
disclosure controls and procedures as of Septe8the2013. The term “disclosure controls and prooesilias defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1884mended (the “Exchange Actfjeans controls and other procedures of a compat
are designed to ensure that information requirdzbtdisclosed by a company in the reports thée# br submits under the Exchange Act is
recorded, processed, summarized and reported nvtftbitime periods specified in the SEC's rules famchs. Disclosure controls and
procedures include, without limitation, controlsigarocedures designed to ensure that informatiguired to be disclosed by a company in the
reports that it files or submits under the Exchafigeis accumulated and communicated to the compangnagement, including its principal
executive and principal financial officers, as agpfate to allow timely decisions regarding regdidésclosure. Based on the evaluation of our
disclosure controls and procedures as of Septe8the2013, our Chief Executive Officer and Chiefadfinial Officer concluded that, as of such
date, our disclosure controls and procedures wizetiwe at the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control oveairfcial reporting that occurred during the periodeced by this Quarterly Report on
Form 10-Q that has materially affected, or is reabdy likely to materially affect, our internal dool over financial reporting.

Limitations on Effectiveness of Controls and Procedres

In designing and evaluating our disclosure contanid procedures, management recognizes that aclgsiise controls and procedures,
no matter how well designed and operated, can geoanly reasonable assurance of achieving theagkesantrol objectives. In addition, the
design of disclosure controls and procedures naiigtat the fact that there are resource constraimtisthat management is required to apply it
judgment in evaluating the benefits of possibletada and procedures relative to their co
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P ART Il — OTHER INFORMATION

Item 1. Legal Proceedings

We are subject to certain legal proceedings destiielow, and from time to time may be involved ivariety of claims, lawsuits,
investigations, and proceedings relating to cotti@alisputes, intellectual property rights, emph@nt matters, regulatory compliance matters
and other litigation matters relating to variouaircis that arise in the normal course of businessd@éfermine whether an estimated loss from
contingency should be accrued by assessing wheatloss is deemed probable and can be reasonabhatsi. We assess our potential liabi
by analyzing specific litigation and regulatory tea$ using reasonably available information. Weetltgy our views on estimated losses in
consultation with inside and outside counsel, whitlolves a subjective analysis of potential resaltd outcomes, assuming various
combinations of appropriate litigation and settlatrstrategies. Legal fees are expensed in thegariavhich they are incurred. At
December 31, 2012 and September 30, 2013, we etactrued liabilities of $1.1 million and $0.8 lioih, respectively, for the probable and
estimable amount of all loss contingencies relatddgal matters.

In June 2011, j2 Global, Inc. (*j2"), and Advanddiéssaging Technologies, Inc. filed a joint compia@gainst us in the U.S. District
Court for the Central District of California, Case. 2:11-cv-04686-DDAJW, alleging infringement of U.S. Patent Nos. 88538, 6,350,06!
and 7,020,132, and seeking a permanent injunad@mages, and attorneys’ fees should judgment balfagainst us. On March 4, 2013,
Advanced Messaging Technologies filed a second intgagainst us in the U.S. District Court for fhentral District of California, Case
No. 2:1:-CV-01526, alleging infringement of U.S. Patent M@®75,368. On April 26, 2013, we entered intccardise and settlement agreemen
with j2 and one of its affiliates to settle the eed. Under the terms of the settlement, the magianted each other certain patent cross-licens
for over 10 years and the parties have dismisdediains in these matters with prejudice.

On December 21, 2012, CallWave Communications, (1GallWave "), which we believe is a non-practiciagtity, filed a lawsuit
against us in the U.S. District Court for the Oidtof DelawareCallWave Communications, LLC v. RingCentral, In€ase No. 1:12-cv-
01748-RGA. CallWave has asserted similar claimsnsgather companies, including Google Inc., AT&E), AT&T Mobility LLC, Sprint
Nextel Corp., -Mobile US, Inc., Verizon Communications, Inc., Basch in Motion Limited and Telovations, Inc. Sirtben, CallWave
amended its complaint twice such that they assBtk S. Patents Nos. 7,397,910 (the ‘910 patent),5/13® (the ‘110 patent), 7,822,188 (the
‘188 patent), 8,325,901 (the ‘901 patent), 7,638 ,@RBe ‘428 patent), 8,351,591 (the ‘591 patenf)68,588 (the ‘588 patent), and 7,839,987
(the ‘987 patent) against our products and senaoesAT&T's Office@Hand products and services, segklamages but no injunction. On
April 1, 2013, we filed an Answer and Counterclaidenying all claims by CallWave in the First Ameddeomplaint. On June 3, 2013, we
filed an Answer and Counterclaims denying all ckaioy CallWave in its second amended complaintept&nber 2013, we entered into a
license and settlement agreement with Callwavetiteshe matter. Under the terms of the settleén@all\WWave granted a non-exclusive
license to the Company and agreed to dismissaithelin these matters with prejudice, including al@yms for which the Company was
required to indemnify and defend AT&T.

On September 6, 2013, we received a letter fromt@dmegal Group, LLC on behalf of Cronos TechnaésgLLC, which we believe is a
non-practicing entity, asserting that we shouldsider engaging in licensing discussions regardirf§) Patent No. 5,664,110 (the “Cronos
patent”). In October 2013, the Company obtainedexxtiusive rights to the Cronos patent through Adi®, 2016. No complaint or other
action has been filed, no specific demand for@nlse has been made, and the letter does not atggafringement by us of the referenced
patent.
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Iltem 1A. Risk Factors

This Report contains forward-looking statements &éna subject to risks and uncertainties that coalgse actual results to differ
materially from those projected. These risks antkeuainties include, but are not limited to, thekriactors set forth below. The risks and
uncertainties described in this Report are nobtilg ones we face. Additional risks and uncertamtiot presently known to us or that we
currently believe are immaterial may also affeat lowsiness. If any of these known or unknown rimkancertainties actually occurs and ha
material adverse effect on us, our business, fiahnondition and results of operations could bgosisly harmed.

Risks Related to Our Business and Our Industry

We have incurred significant losses and negativeledlows in the past and anticipate continuing tedur losses and negative cash flows for
the foreseeable future, and we may therefore notasde to achieve or sustain profitability in the ture.

We have incurred substantial net losses sincenmeiption, including net losses of $7.3 million fisical 2010, $13.9 million for fiscal
2011, $35.4 million for fiscal 2012 and $32.7 naitlifor the nine months ended September 30, 20Bhad an accumulated deficit of $116.4
million as of September 30, 2013. Over the past,yga have spent considerable amounts of time asmkynto develop new business
communications solutions and enhanced versionsioéxisting business communications solutions &itfmm us for future growth.
Additionally, we have incurred substantial lossed axpended significant resources upfront to magkeimote and sell our solutions and
expect to continue to do so in the future. We algoect to continue to invest for future growth lirting for advertising, customer acquisition,
technology infrastructure, storage capacity, ses/development and international expansion.

As a result of our increased expenditures, welvalle negative operating cash flows for the fordsedature and will have to generate
and sustain increased revenues to achieve futofieghility. Achieving profitability will require 8 to increase revenues, manage our cost
structure and avoid significant liabilities. Revergrowth may slow, revenues may decline or we mayrisignificant losses in the future for a
number of possible reasons, including general nemanoomic conditions, increasing competition (inahgdcompetitive pricing pressures), a
decrease in the growth of the markets in which @arepete, or if we fail for any reason to continue&pitalize on growth opportunities.
Additionally, we may encounter unforeseen operatingenses, difficulties, complications, delaysyierdelivery and quality problems and
other unknown factors that may result in lossesitare periods. If these losses exceed our expentabr our revenue growth expectations are
not met in future periods, our financial performamdll be harmed and our stock price could be vielatr decline.

Our limited operating history makes it difficult tevaluate our current business and future prospeathich may increase the risk of
investing in our stock.

Although we were incorporated in 1999, we did rtrfally introduce RingCentral Office, our currelagship service, until 2009. We
have encountered and expect to continue to encotsike and uncertainties frequently experiencegioying companies in rapidly changing
markets. If our assumptions regarding these urioiga are incorrect or change in reaction to clearig our markets, or if we do not manag
address these risks successfully, our results efatipns could differ materially from our expeatats, and our business could suffer. Any
success that we may experience in the future wplethd, in large part, on our ability to, among othangs:

« retain and expand our customer base;

« increase revenues from existing customers as tthéysers and, in the future, purchase additiomadtfanalities and premium
service editions

» successfully acquire customers on a cost-effettasss;

« improve the performance and capabilities of ouvises and applications through research and dexnedofy
« successfully expand our business domestically atedrniationally;

«» successfully compete in our markets;

- continue to innovate and expand our service offgsin

« successfully protect our intellectual property alefend against intellectual property infringemedatrus;

» generate leads and convert potential customerpapmg customers;
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- maintain and enhance our third-party data centstitng facilities to minimize interruptions in theaiof our services; and

« hire, integrate, and retain professional and textinalent.

Our quarterly and annual results of operations hatflectuated in the past and may continue to do satle future. As a result, we may fail
meet or to exceed the expectations of research wstalor investors, which could cause our stock prto fluctuate.

Our quarterly and annual results of operations wawied historically from period to period, and @xpect that they will continue to
fluctuate due to a variety of factors, many of whare outside of our control, including:

« our ability to retain existing customers, expand existing customers’ user base and attract nevomess;
« our ability to introduce new solutions;

« the actions of our competitors, including pricifganges or the introduction of new solutions;

« our ability to effectively manage our growth;

« our ability to successfully penetrate the marketdoger businesses;

«» the mix of annual and multi-year subscriptionsrat given time;

« the timing, cost and effectiveness of our adverjsind marketing efforts;

- the timing, operating cost and capital expendituetated to the operation, maintenance and expamsiour business;
» service outages or security breaches and any dalatgact on our reputation;

« our ability to accurately forecast revenues and@mpately plan our expenses;

« our ability to realize our deferred tax assets;

«» costs associated with defending and resolvinglettlal property infringement and other claims;

» changes in tax laws, regulations, or accountings;ul

« the timing and cost of developing or acquiring tembgies, services or businesses and our abilispbzessfully manage any such
acquisitions; ani

« the impact of worldwide economic, industry and neartonditions.

Any one of the factors above, or the cumulative@fbf some or all of the factors referred to aboway result in significant
fluctuations in our quarterly and annual resultepérations. This variability and unpredictabilityuld result in our failure to meet our internal
operating plan or the expectations of securitiedyats or investors for any period, which couldsmour stock price to decline. In addition, a
significant percentage of our operating expenséges in nature and is based on forecasted reveetraads. Accordingly, in the event of
revenue shortfalls, we may not be able to mitigla¢enegative impact on net income (loss) and maiigithe short term. If we fail to meet or
exceed the expectations of research analysts estiors, the market price of our shares could tddsgantially, and we could face costly
lawsuits, including securities class-action suits.

To deliver our services, we rely on third partiew fa significant portion of our network connectiyitand co-location facilities.

We currently use the infrastructure of third-pargtwork service providers, in particular, the seggiof Level 3 Communications, Inc.
and Bandwidth.com, Inc., to deliver a significanttipn of our services over their networks rathert deploying our own networks. Our
service providers provide access to their Intepnetocol (“IP”) networks, and public switched tefheme networks (“PSTN”), call termination
and origination services, including 911 emergeradiing in the U.S. and equivalent services in Canaidld the United Kingdom, and local
number portability for our customers. We expect tha will continue to rely heavily on third-partgtwork service providers to provide these
services for the foreseeable future. Historically;, reliance on third-party networks has reducedoperating flexibility and ability to make
timely service changes, and we expect that thisomittinue for the foreseeable future. If any afgl network service providers stop providing
us with access to their infrastructure, fail to\pde these services to us on a cost-effective pbes@se operations, or otherwise terminate thest
services, the delay caused by qualifying and switcto another third-party network service providéone is available, could have a material
adverse effect on our business and results of tpesa

In addition, we currently use and may in the futuse third-party service providers to deliver derfaatures of our services. For
example, we rely on Free Conference Call GlobalZlfar some conference calling features. If anyheke service providers elects to stop
providing us with access to their services, failpttovide these services to us on a effetive basis, ceases operations, or otherwisainate:
these services, the delay caused by qualifyingsaritthing to another third-party service providénne is available, or building a proprietary
replacement solution could have a material advefifeet on our business and results of operations.
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Finally, if problems occur with any of these thjpdsty network or service providers, it may causersror poor call quality in our
service, and we could encounter difficulty ideritify the source of the problem. The occurrence mfrgor poor call quality in our service,
whether caused by our systems or a third-party ordtar service provider, may result in the losgwof existing customers, delay or loss of
market acceptance of our services, terminatioruofelationships and agreements with our reseléard,may seriously harm our business and
results of operations.

Interruptions or delays in service from our thirparty data center hosting facilities and co-locatt facilities could impair the delivery of our
services and harm our busines

We currently serve our North American customersiftavo data center hosting facilities located inthemn California and northern
Virginia, where we lease space from Equinix, In@ ®Wso serve customers in the United Kingdom apeebto serve customers in other
countries of Europe from two third-party data cemtaesting facilities in Amsterdam, the Netherlarasg Zurich, Switzerland. In addition, our
wholly owned subsidiary, RCLEC, Inc., uses twodkparty colocation facilities to provide us with network siees, and we expect RCLEC
use additional third-party clocation facilities in the future. Any damage tofailure of, these facilities, the communicatioretwork provider:
with whom we or they contract, or with the systdssvhich our communications providers allocate cégamong their customers, including
us, could result in interruptions in our serviceldionally, in connection with the expansion onsolidation of our existing data center
facilities, we may move or transfer our data andaustomers’ data to other data centers. Despéegoitions that we take during this process,
any unsuccessful data transfers may impair or cdisseptions in the delivery of our service. Intgrtions in our service may reduce our
revenues, may require us to issue credits or paglf)es, subject us to claims and litigation, catisgtomers to terminate their subscriptions
adversely affect our renewal rates and our alilitgttract new customers. Because our abilitytiaetand retain customers depends on our
ability to provide customers with a highly relialslervice, even minor interruptions in our servioald harm our brand and reputation and hav
a material adverse effect on our business.

As part of our current disaster recovery arrangdésmemr North American infrastructure and all of dlorth American customers’ data
is currently replicated in near real-time at ouo tlata center facilities in the U.S., and our Eespproduction environment and all of our
United Kingdom and other European customers’ daltebes replicated in near real-time at our two Epean data center facilities. We do not
control the operation of these facilities or of RESL’s codocation facilities, and they are vulnerable to dam or interruption from earthquak
floods, fires, power loss, telecommunications f&#) and similar events. They may also be subjelstdak-ins, sabotage, acts of vandalism,
and similar misconduct. Despite precautions takehese facilities, the occurrence of a naturadstisr or an act of terrorism or other
unanticipated problems at these facilities coutdiltein lengthy interruptions in our service. Eweith the disaster recovery arrangements in
place, our service could be interrupted.

We may also be required to transfer our serveneto data center facilities in the event that weusrable to renew our leases on
acceptable terms, if at all, or the owners of #mlities decide to close their facilities, and may incur significant costs and possible service
interruption in connection with doing so. In addiitj any financial difficulties, such as bankrupteyforeclosure, faced by our third-party data
center operators, or any of the service providetis which we or they contract may have negative@¥ on our business, the nature and extel
of which are difficult to predict. Additionally, ibur data centers are unable to keep up with aueasing needs for capacity, our ability to g
our business could be materially and adversely atgoh

Failures in Internet infrastructure or interferencawith broadband access could cause current or pdirusers to believe that our systems
are unreliable, leading our customers to switchdar competitors or to avoid using our services.

Unlike traditional communications services, ouvgas depend on our customers’ high-speed broadbereks to the Internet, usually
provided through a cable or digital subscriber lmeDSL, connection. Increasing numbers of usadsiacreasing bandwidth requirements r
degrade the performance of our services and afiplsadue to capacity constraints and other Intanieastructure limitations. As our
customer base grows and their usage of communisatiapacity increases, we will be required to meadditional investments in network
capacity to maintain adequate data transmissioadspehe availability of which may be limited, betcost of which may be on terms
unacceptable to us. If adequate capacity is natadoka to us as our customers’ usage increasegyeturork may be unable to achieve or
maintain sufficiently high data transmission capackeliability or performance. In addition, if krtnet service providers and other third parties
providing Internet services have outages or detitns in their quality of service, our custometl not have access to our services or may
experience a decrease in the quality of our sesvieerthermore, as the rate of adoption of newnteldgies increases, the networks on which
our services and applications rely may not be abufficiently adapt to the increased demandHtesé services, including ours. Frequent or
persistent interruptions could cause current oert@l users to believe that our systems are w@iielj leading them to switch to our competi
or to avoid our services, and could permanentlynhaur reputation and brands.

In addition, users who access our services andcapiphs through mobile devices, such as smartphand tablets, must have a high-
speed connection, such as Wi-Fi, 3G or 4G, to useservices and applications. Currently, this aséeprovided by companies that have
significant and increasing market power in the dieand and Internet access marketplace, includicignibent
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phone companies, cable companies and wireless coagp&ome of these providers offer products andcss that directly compete with our
own offerings, which can potentially give them angetitive advantage. Also, these providers coltd taeasures that degrade, disrupt or
increase the cost of user access to third-partyicges, including our services, by restricting oolpbiting the use of their infrastructure to
support or facilitate third-party services or byadding increased fees to third parties or the usktisird-party services, any of which would
make our services less attractive to users, antceedur revenues.

In the U.S., there is some uncertainty regardingtiver suppliers of broadband Internet access héagahobligation to allow their
customers to access and use our services withtiautarence. In December 2010, the Federal CommtionsaCommission (“FCC”), adopted
net neutrality rules that make it more difficult faroadband Internet access service providersowkbbegrade or discriminate against our
services. These rules apply to wired broadbandratgroviders, but not all of the rules apply toeless broadband service. We cannot assur
you that current net neutrality rules will not cgarin the future. There have been recent challeteggee FCC net neutrality rules, including
action brought against the FCC in the U.S. CouAmfeals for the District of Columbia Circuit. Amystances of broadband interference coulc
result in a loss of existing users and increasastscavhich could impair our ability to attract nesers, and materially and adversely affect our
business and opportunities for growth.

Most of our customers may terminate their subsciipts for our service at any time without penaltynéincreased customer turnover, |
costs we incur to retain our customers and encoueafem to add users and, in the future, to purchasiditional functionalities and
premium service editions, could materially and adsely affect our financial performance

Our customers generally do not have long-term eotdrwith us and these customers may terminateghbscription for our service at
any time without penalty or early termination creggWe cannot accurately predict the rate of custderminations or average monthly
service cancellations or failures to renew, whighrefer to as turnover. Our customers with subsoripagreements have no obligation to
renew their subscriptions for our service afterakpiration of their initial subscription periodhigh is typically between one and three years.
In the event that these customers do renew thbacsiptions, they may choose to renew for fewersyshorter contract lengths, or for a less
expensive service plan or edition. We cannot ptetizrenewal rates for customers that have entatedubscription contracts with us.

Customer turnover, as well as reductions in thelvemof users for which a customer subscribes, bagh a significant impact on our
results of operations, as does the cost we incauirefforts to retain our customers and encoutagm to upgrade their services and increase
their number of users. Our turnover rate couldease in the future if customers are not satisfigld @ur service, the value proposition of our
services or our ability to otherwise meet theirdseand expectations. Turnover and reductions imtimeber of users for whom a customer
subscribes may also increase due to factors beywndontrol, including the failure or unwillingnestcustomers to pay their monthly
subscription fees due to financial constraints lwedmpact of a slowing economy. Because of turnawel reductions in the number of users
for whom a customer subscribes, we have to acgewecustomers, or acquire new users within outtiegi£ustomer base, on an ongoing t
simply to maintain our existing level of customarsl revenues. If a significant number of custortensinate, reduce or fail to renew their
subscriptions, we may be required to incur sigaifity higher marketing expenditures than we culyeantticipate in order to increase the
number of new customers or to upsell existing qusts, and such additional marketing expendituresddearm our business and results of
operations.

Our future success also depends in part on outyatuilsell additional subscriptions and additiohaictionalities to our current
customers. This may also require increasingly sijgaited and more costly sales efforts and a losgless cycle. Any increase in the costs
necessary to upgrade, expand and retain exististprmers could materially and adversely affect marfcial performance. If our efforts to
convince customers to add users and, in the futoi@ rchase additional functionalities are notcgsgsful, our business may suffer. In addition
such increased costs could cause us to increasibsicription rates, which could increase our tuenoate.

If we are unable to attract new customers to ourvices on a cost-effective basis, our business b@lmaterially and adversely affected.

In order to grow our business, we must continugttiact new customers and expand the number of irseur existing customer base
on a cost-effective basis. We use and periodicaljyst the mix of advertising and marketing proggsampromote our services. Significant
increases in the pricing of one or more of our atisiag channels would increase our advertisingscos cause us to choose less expensive at
perhaps less effective channels to promote ouicgsvAs we add to or change the mix of our adsiegi and marketing strategies, we may
need to expand into channels with significantlyhi@igcosts than our current programs, which coulteriedly and adversely affect our result:
operations. We will incur advertising and marketaxgpenses in advance of when we anticipate recimgnany revenues generated by such
expenses, and we may fail to otherwise experiendeaease in revenues or brand awareness aslaagesuch expenditures. We have mad
the past, and may make in the future, significapeeaditures and investments in new advertising eagms, and we cannot assure you that an
such investments will lead to the cost-effectivguasition of additional customers. If we are unableénaintain effective advertising programs,
our ability to attract new customers could be maligrand adversely affected, our advertising aratkating expenses could increase
substantially, and our results of operations mdfesu
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Some of our potential customers learn about usititrdeading search engines, such as Google, YambBing. While we employ
search engine optimization and search engine magkstrategies, our ability to maintain and inceette&e number of visitors directed to our
website is not entirely within our control. If searengine companies modify their search algorithm@amanner that reduces the prominence ¢
our listing, or if our competitors’ search engingimization efforts are more successful than ofeser potential customers may click through
to our website. In addition, the cost of purchaggtthgs has increased in the past and may incrieabe future. A decrease in website traffic
an increase in search costs could materially amdradly affect our customer acquisition efforts and results of operations.

We market our products and services principallysimall and mediunmsized businesses, which may have fewer financiabiaces to weaths
an economic downturn.

We market our products and services principallgrall and medium-sized businesses. These custonagrde materially and
adversely affected by economic downturns to a greattent than larger, more established busine$bese businesses typically have more
limited financial resources, including capital-tmsing capacity, than larger entities. Because Hw majority of our customers pay for our
services through credit and debit cards, weakmessrtain segments of the credit markets and iJtise and global economies has resulted in
and may in the future result in increased numbersjected credit and debit card payments, whialicconaterially affect our business by
increasing customer cancellations and impactingability to engage new customers. If small and medsized businesses experience finat
hardship as a result of a weak economy, industngaiaation or the overall demand for our servicesld be materially and adversely affec

We face significant risks in our strategy to targetediumsized and larger businesses for sales of our s@wiand, if we do not manage the
efforts effectively, our business and results ofepgtions could be materially and adversely affected

We currently derive only a small portion of our eeues from sales from medium-sized businesses.eAanget more of our sales
efforts to medium-sized and larger businesses,ypeat to incur higher costs and longer sales cyabeswe may be less effective at predicting
when we will complete these sales. In this markgtsent, the decision to purchase our services eryire the approval of more technical
personnel and management levels within a potetiistomer’s organization than we have historicatigaintered, and if so, these types of
sales would require us to invest more time edugatiese potential customers about the benefitsio$ervices. In addition, larger customers
may demand more features, integration servicesasimization. Also, we have only limited experieft developing and managing sales
channels and distribution arrangements for largsiresses. As a result of these factors, thesg spfmrtunities may require us to devote
greater research and development resources arg] sapgport and professional services resourceslteidual customers, resulting in increasec
costs and would likely lengthen our typical salgsle€, which could strain our limited sales and pesional services resources. Moreover, thes
larger transactions may require us to delay reaiggithe associated revenues we derive from thestermers until any technical or
implementation requirements have been met. Furthiernbecause we have limited experience sellidgriger businesses, our investment in
marketing our services to these potential custommang not be successful, which could materially addersely affect our results of operations
and our overall ability to grow our customer bdsalowing sales to medium-sized or larger custom&esmay experience fewer opportunities
to expand these customers’ user base or sell tdelitianal functionalities, or experience increasabscription terminations as compared to
our experience with smaller businesses, any of wbozild materially and adversely impact our resofitsperations.

We rely significantly on a network of resellers sell our services; our failure to effectively deeel manage, and maintain our indirect sales
channels could materially and adversely affect a@venues.

Our future success depends on our continued aliligstablish and maintain a network of channetti@hships, and we expect that we
will need to maintain and expand our network asewgand into international markets. An increasingipo of our revenues is derived from
our network of over 1,000 sales agents and reselleluding AT&T, which we refer to collectivelysaesellers, many of which sell or may in
the future decide to sell their own services ovises from other cloud-based business communicatiwoviders. We generally do not have
long-term contracts with these resellers, anddhke bf or reduction in sales through these thirtiggcould materially reduce our revenues.
Our competitors may in some cases be effectivairsiog our resellers or potential resellers to fakeir services or prevent or reduce sales o
our services. If we fail to maintain relationshipish our resellers, fail to develop relationshipshwnew resellers in new markets or expand the
number of resellers in our network in existing nedsk or if we fail to manage, train, or provide agiate incentives to our existing resellers,
or if our resellers are not successful in theiesalfforts, sales of our services may decreaseamnisults of operations would suffer.

Recruiting and retaining qualified resellers in aetwork and training them in our technology anwise offerings requires significant
time and resources. To develop and expand oureicid#ales channels, we must continue to scalenapicbve our processes and procedures to
support these channels, including investment itesys and training. Many resellers may not be wgjllia invest the time and resources reqt
to train their staff to effectively market our siees.
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Support for smartphones and tablets are an integpalrt of our solutions. If we are unable to develogbust mobile applications that opera
on mobile platforms that our customers use, our mess and results of operations could be materialyd adversely affected.

Our solutions allow our customers to use and manageloudbased business communications solution on smaite®e\VAs new sme
devices and operating systems are released, wenaynter difficulties supporting these devices sentices, and we may need to devote
significant resources to the creation, support,raathtenance of our mobile applications. In additib we experience difficulties in the future
integrating our mobile applications into smart a@esi or if problems arise with our relationshipshwitoviders of mobile operating systems,
such as those of Apple Inc. or Google Inc., ounritgrowth and our results of operations couldesuff

We face intense competition in our markets and magk sufficient financial or other resources to cquete successfully.

The cloud-based business communications industrgrigetitive, and we expect it to become incredgiogmpetitive in the future.
We face intense competition from other providerbuginess communications systems and solutionsc@upetitors include traditional on-
premise, hardware business communications provilais as Alcatel-Lucent, S.A., Avaya Inc., Ciscat®is, Inc., Mitel Networks
Corporation, ShoreTel, Inc., Siemens EnterpriseMigts, LLC and their resellers; and companies siscMicrosoft Corporation and
Broadsoft, Inc. that generally license their sofieyand their resellers. In addition, certain of m@sellers are also our competitors. For exar
AT&T serves as one of our resellers but is alsorametitor for business communications. All of theempanies may now or in the future also
host their solutions through the cloud. We als@ fasmpetition from other cloud companies such &lgbal, Inc. and 8x8, Inc., as well as
from established communications providers, sucATaT Inc., Verizon Communications Inc. and Comc@sirporation, that resell opremise
hardware, software and hosted solutions. We mayfate competition from other large Internet comgsnsuch as Google Inc., Yahoo! Inc.
and Amazon.com, Inc., any of which might launctoits cloud-based business communications servicasquire other cloud-based busines:
communications companies in the future.

Many of our current and potential competitors hlawveger operating histories, significantly greatesaurces and name recognition,
more diversified service offerings and larger costo bases than we have. As a result, these cowrgatitay have greater credibility with our
existing and potential customers and may be baltier to withstand an extended period of downwaidmy pressure. In addition, certain of
our competitors have partnered with, or been aedudy, and may in the future partner with or acguither competitors to offer services,
leveraging their collective competitive positiomd)ich makes it more difficult to compete with themd could materially and adversely affect
our results of operations. They also may be ab&tpt more aggressive pricing policies and degotater resources to the development,
promotion and sale of their services than we casuts. Some of these service providers have ipasé and may choose in the future to
sacrifice revenues in order to gain market shareffiring their services at lower prices or fordfr®©ur competitors may also offer bundled
service arrangements offering a more complete cefifering, despite the technical merits or adages of our services. Competition could
force us to decrease our prices, slow our growitrese our customer turnover, reduce our saldsavease our market share. The adverse
impact of a shortfall in our revenues may be maediif we are unable to adjust spending adequatetympensate for such shortfall.

If we are unable to develop, license or acquire nsgrvices or applications on a timely and c-effective basis, our business, financial
condition, and results of operations may be matdlsiaand adversely affected.

The cloud-based business communications industig smerging market that is characterized by rap@hges in customer
requirements, frequent introductions of new andaeckd services, and continuing and rapid technoédbgidvancement. We cannot predict the
effect of technological changes on our businesxdropete successfully in this emerging market, wstranticipate and adapt to technologica
changes and evolving industry standards, and asatim design, develop, manufacture and sell neweahdnced services that provide
increasingly higher levels of performance and bdliity at lower cost. Currently, we derive a mafgrof our revenues from subscriptions to
RingCentral Office, and we expect this will congnior the foreseeable future. However, our futurecess will also depend on our ability to
introduce and sell new services, features and iumeality that enhance or are beyond the voice afack text communications services we
currently offer, as well as to improve usabilitydssupport and increase customer satisfaction. &luré to develop solutions that satisfy
customer preferences in a timely and cost-effectiamner may harm our ability to renew our subsioniyst with existing customers and create
or increase demand for our services, and may ralljeaind adversely impact our results of operations
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The introduction of new services by competitorshar development of entirely new technologies tdaep existing offerings could
make our solutions obsolete or adversely affectomsiness and results of operations. Announcenoéiitgure releases and new services and
technologies by our competitors or us could caustomers to defer purchases of our existing sesyishich also could have a material
adverse effect on our business, financial condibioresults of operations. We may experience diffies with software development,
operations, design or marketing that could delagrevent our development, introduction or impleraéinh of new or enhanced services and
applications. We have in the past experienced défathe planned release dates of new featurespgrédes, and have discovered defects in
new services and applications after their introductWWe cannot assure you that new features oragegrwill be released according to
schedule, or that, when released, they will notaiordefects. Either of these situations could ltéswadverse publicity, loss of revenues, delay
in market acceptance or claims by customers broagginst us, all of which could harm our reputatimnsiness, results of operations, and
financial condition. Moreover, the development efinor enhanced services or applications may reguinstantial investment, and we must
continue to invest a significant amount of resosiiceour research and development efforts to devitlese services and applications to remai
competitive. We do not know whether these investsaiill be successful. If customers do not widedppt any new or enhanced services anc
applications, we may not be able to realize a netur our investment. If we are unable to develimenlse, or acquire new or enhanced service
and applications on a timely and ce$tective basis, or if such new or enhanced sesvégel applications do not achieve market acceptanc
business, financial condition, and results of ofi@na may be materially and adversely affected.

A security breach could delay or interrupt servit®our customers, harm our reputation, or subjecs to significant liability.

Our operations depend on our ability to protectrmtwork from interruption by damage from unauthed entry, computer viruses or
other events beyond our control. In the past, wg haae been subject to denial or disruption ofiser¢'DDOS"), attacks by hackers intent on
bringing down our services, and we may be sub@EtROS attacks in the future. We cannot assuretlyatiour backup systems, regular data
backups, security protocols and other proceduresuarently in place, or that may be in place mfilture, will be adequate to prevent
significant damage, system failure or data lossoAbur services are web-based, and the amourtt@fnk store for our users on our servers
has been increasing as our business has grownit®#spimplementation of security measures, ofragtructure may be vulnerable to
hackers, computer viruses, worms, other malicioftsvere programs or similar disruptive problemsssaiby our customers, employees,
consultants or other Internet users who attemptiade public and private data networks. Furtiresdme cases we do not have in place
disaster recovery facilities for certain ancill@sgrvices, such as email delivery of messages. filyy@early all of our customers authorize us
to bill their credit or debit card accounts dirgdtr all transaction fees that we charge. We oglyencryption and authentication technology to
ensure secure transmission of confidential infoirmmaincluding customer credit and debit card nurebAdvances in computer capabilities,
new discoveries in the field of cryptography orestdevelopments may result in a compromise or bre&the technology we use to protect
transaction data.

Additionally, third parties may have attemptedhe past, and may attempt in the future, to frauglyénduce domestic and
international employees, consultants or custonmesdisclosing sensitive information, such as unsenes, passwords or customer proprietary
network information (“CPNI"), or other informatian order to gain access to our customers’ data out data. CPNI includes information
such as the phone numbers called by a consumdretheency, duration, and timing of such calls, angl services purchased by the consume
such as call waiting, call forwarding, and callBt in addition to other information that may appeara consumer’s bill. Third parties may also
attempt to fraudulently induce employees, constdtan customers into disclosing sensitive informatiegarding our intellectual property and
other confidential business information, or ouoimfiation technology systems. In addition, becahsdadchniques used to obtain unauthorizec
access, or to sabotage systems, change frequendtiyemerally are not recognized until launchedresia target, we may be unable to
anticipate these techniques or to implement adequatventative measures. Any system failure orrifgdareach that causes interruptions or
data loss in our operations or in the computeresystof our customers or leads to the misappropriatf our or our customers’ CPNI, could
result in significant liability to us, cause oungee to be perceived as not being secure, caussderable harm to us and our reputation
(including requiring notification to customers, wafors or the media), and deter current and pteristomers from using our services. Any
of these events could have a material adverseteffeour business, results of operations, and &i@ducondition.

We rely on third parties for some of our softwarevklopment, quality assurance, operations and costo support.

We currently depend on various third parties fons®f our software development efforts, qualityuaasce, operations and customer
support services. Specifically, we outsource sofrmipsoftware development, quality assurance gretaiions activities to third-party
contractors that have employees and consultarasdddn St. Petersburg, Russia and Odessa, Ukiaiaddition, we outsource a significant
portion of our customer support, inside sales atdiork operation control functions to a third-paectyntractor located in Manila, the
Philippines. Our dependence on third-party contractreates a number of risks, in particular, iblethat we may not maintain service quality,
control or effective management with respect te¢heusiness operations.
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Our agreements with these thipdsty contractors are either not terminable by tlietiner than at the end of the term or upon an et
breach by us) or require at least 60 days’ priatter notice of termination. If we experience pek with our thirdparty contractors, the co
charged by our third-party contractors increaseusragreements with our third-party contractorstarminated, we may not be able to develoy
new solutions, enhance or operate existing solsta@rprovide customer support in an alternate mattrae is equally or more efficient and
cost-effective.

We anticipate that we will continue to depend agsthand other third-party relationships in ordegrtaw our business for the
foreseeable future. If we are unsuccessful in ragiittg existing and, if needed, establishing neatienships with third parties, our ability to
efficiently operate existing services or develop/rservices and provide adequate customer suppold be impaired, and, as a result, our
competitive position or our results of operationsld suffer.

Growth may place significant demands on our managathand our infrastructure.

We have recently experienced substantial growthuinbusiness. This growth has placed and may asmtim place significant demands
on our management and our operational and finandralstructure. As our operations grow in sizepeand complexity, we will need to
increase our sales and marketing efforts and adti@uhl sales and marketing personnel in vari@gsans worldwide, and improve and
upgrade our systems and infrastructure to attsgctjice and retain an increasing number of custenf@r example, we expect the volume of
simultaneous calls to increase significantly asaustomer base grows. Our network hardware and/atdtmay not be able to accommodate
this additional simultaneous call volume. The exgbam of our systems and infrastructure will requissto commit substantial financial,
operational, and technical resources in advanea @ficrease in the volume of business, with norasse that the volume of business will
increase. Any such additional capital investmeritsimcrease our cost base. Continued growth cailsgd strain our ability to maintain reliable
service levels for our customers, develop and img@a@ur operational, financial and management ctsjtemhance our reporting systems and
procedures and recruit, train and retain highlYleskipersonnel. In addition, given our expectednghp we expect to move our offices or secure
additional space in our current building or anotheitding within the next 12 months. If we fail échieve the necessary level of efficiency in
our organization as we grow, our business, restiltperations and financial condition could be mrrathy and adversely affected.

Accusations of infringement of thir-party intellectual property rights could materiglland adversely affect our business.

There has been substantial litigation in the aimeagich we operate regarding intellectual propeigits. In the past, we have been
sued by third parties claiming infringement of thatellectual property rights and we may be sumdrifringement from time to time in the
future. In the past we have settled infringemdigdtion brought against us; however, we cannairasgou that we will be able to settle any
ongoing or future claims or, if we are able tolsedny such claims, that the settlement will baezms favorable to us. Our broad range of
technology may increase the likelihood that thiagties will claim that we infringe their intellectliproperty rights. In this regard, in June 2(
j2 Global, Inc. and Advanced Messaging Technolgdies named us in a patent infringement lawswgksey a permanent injunction, dama
and attorneys’ fees. In April 2013, we entered miicense and settlement agreement with j2 Gldbal,and one of its affiliates to settle the
matter. In addition, in December 2012, we were edhas a defendant in a patent infringement lavisu@allWave Communications, LLC, or
Callwave, which we believe to be a non-practicintitg. In September 2013, we entered into a lieesnsd settlement agreement with
Callwave to settle the matter.

We have in the past received, and may in the futreive, notices of claims of infringement, misaygpiation or misuse of other
parties’ proprietary rights. For instance, in Sagter 2013, we received a letter sent on behalfroh@s Technologies LLC, which we believe
is a non-practicing entity, asserting that we staansider engaging in licensing discussions réggra patent. We cannot assure you that we
will resolve or settle these claims, or prevaiaimy resulting legal actions (if ultimately litigale Furthermore, regardless of their merits,
accusations and lawsuits like these may requimfgignt time and expense to defend, may negatiaéfigct customer relationships, may divert
management’s attention away from other aspectsiobperations and, upon resolution, may have anmabaselverse effect on our business,
results of operations, financial condition and ctsvs.

Certain technology necessary for us to providesewvices may, in fact, be patented by other pagitber now or in the future. If such
technology were validly patented by another persanwould have to negotiate a license for the digkai technology. We may not be able to
negotiate such a license at a price that is ackkpta us or if at all. The existence of such ap#gtor our inability to negotiate a license foyan
such technology on acceptable terms, could forde aease using the technology and cease offeeirnces incorporating the technology,
which could materially and adversely affect ouribess and results of operations.

If we were found to be infringing on the intelleatyproperty rights of any third party, we coulddubject to liability for such
infringement, which could be material. We couldab@ prohibited from using or selling certain seegi, prohibited from using certain
processes, or required to redesign certain sepnaeeh of which could have a material adverse effe@ur business and results of operations.
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These and other outcomes may:

« result in the loss of a substantial number of @éxgstustomers or prohibit the acquisition of newgtomers;
- cause us to pay license fees for intellectual ptgpee are deemed to have infringed;

» cause us to incur costs and devote valuable tealmgisources to redesigning our services;

» cause our cost of goods sold to increase;

» cause us to accelerate expenditures to preserstngxievenues;

» cause existing or new vendors to require prepaysmanietters of credit;

» materially and adversely affect our brand in thekegplace and cause a substantial loss of goodwiill;

» cause us to change our business methods or services

« require us to cease certain business operatioofesing certain services; and

« lead to our bankruptcy or liquidation.

Our limited ability to protect our intellectual preerty rights could materially and adversely affemiir business.

We rely, in part, on patent, trademark, copyrigihd &rade secret law to protect our intellectuaperty in the U.S. and abroad. We seek
to protect our technology, software, documentaind other information under trade secret and cghytaw, which afford only limited
protection. For example, we typically enter intofidentiality agreements with our employees, cotasus, third-party contractors, customers
and vendors in an effort to control access to nskdistribution of our technology, software, documagion and other information. These
agreements may not effectively prevent authorizsdar disclosure of confidential information andymat provide an adequate remedy in the
event of such unauthorized use or disclosure, faméy be possible for a third party to copy or otfise obtain and use our technology without
authorization. In addition, improper disclosurdraide secret information by our current or formapéoyees, consultants, third-party
contractors, customers or vendors to the publitioers who could make use of the trade secretrivdion would likely preclude that
information from being protected as a trade secret.

We also rely, in part, on patent law to protectiotellectual property in the U.S. and internatibnaDur intellectual property portfolio
includes more than 80 patents issued or pending.cainot predict whether such pending patent agjaits will result in issued patents that
effectively protect our intellectual property. Eviéla pending patent application results in anésspatent, the patent may be circumvented or
its validity may be challenged in various procegdibefore the U.S. Patent and Trademark Officd) asaeexamination, which may require
legal representation and involve substantial caistsdiversion of management time and resourcezddition, we cannot assure you that every
significant feature of our solutions is protectgdoor patents.

The unlicensed use of our brand, including domaimes, by third parties could harm our reputatianse confusion among our
customers and impair our ability to market our prctd and services. To that end, we have registeraterous trademarks and service marks
and have applied for registration of additionatiinarks and service marks and have acquired anargber of domain names in and outside
the U.S. to establish and protect our brand nam@=ad of our intellectual property strategy. If @pplications receive objections or are
successfully opposed by third parties, it will bicult for us to prevent third parties from usiogr brand without our permission. Moreover,
successful opposition to our applications mightoemage third parties to make additional oppositiensommence trademark infringement
proceedings against us, which could be costly amée tonsuming to defend against. If we are notesgful in protecting our trademarks, our
trademark rights may be diluted and subject tolehgk or invalidation, which could materially ardizarsely affect our brand.

Despite our efforts to implement our intellectusderty strategy, we may not be able to proteendorce our proprietary rights in the
U.S. or internationally (where effective intelleatyproperty protection may be unavailable or limijted=or example, we have entered into
agreements containing confidentiality and invengesignment provisions in connection with the ourtsing of certain software development
and quality assurance activities to third-partytcactors located in St. Petersburg, Russia and €aglétkraine. We have also entered into an
agreement containing a confidentiality provisiorthaa third-party contractor located in Manila, leilippines, where we have outsourced a
significant portion of our customer support funaoti®Ve cannot assure you that such agreementshégie third-party contractors or their
agreements with their employees and contractotsadéquately protect our proprietary rights in #pplicable jurisdictions and foreign
countries, as their respective laws may not prqiemprietary rights to the same extent as the lafitke U.S. In addition, our competitors may
independently develop technologies that are similauperior to our technology, duplicate our tadbgy in a manner that does not infringe
our intellectual property rights or design aroung af our patents. Furthermore, detecting and paianauthorized use of our intellectual
property is difficult and resource-intensive. Moveq litigation may be necessary in the futurenfoece our intellectual property rights, to
determine the validity and scope of the proprietaghits of others, or to defend against claimséfimgement or invalidity. Such litigation,
whether successful or not, could result in sub&thoosts and diversion of management time anduress and could have a material adverse
effect on our business, financial condition andiltsof operations.
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Our success depends on the public acceptance ofsauvices and applications.

Our future success depends on our ability to sicanitly increase revenues generated from our chagd business communications
solutions. The market for cloud-based business aomications is evolving rapidly and is characteribgdan increasing number of market
entrants. As is typical of a rapidly evolving intlys the demand for, and market acceptance ofethpplications is uncertain. If the market for
cloud-based business communications fails to deyelevelops more slowly than we anticipate or dep®in a manner different than we
expect, our services could fail to achieve markeeptance, which in turn could materially and adelsraffect our business.

Our growth depends on the continued use of voicenconications by businesses, as compared to enthivther data-based methods.
A decline in the overall rate of voice communicatdy businesses would harm our business. Furtherraor continued growth depends on
future demand for and adoption of Internet voicegminications systems and services. Although thebeurof broadband subscribers
worldwide has grown significantly in recent yeasmall percentage of businesses have adoptedéhtarice communications services to
date. For demand and adoption of Internet voicensonications services by businesses to increasrnkttvoice communications networks
must improve the quality of their service for réiate communications by managing the effects of ratdicing packet loss, packet delay and
packet jitter, as well as unreliable bandwidthttsat toll-quality service can be consistently pdmd. Additionally, the cost and feature benefits
of Internet voice communications must be sufficiientause customers to switch from traditional gheervice providers. We must devote
substantial resources to educate customers ancetigtusers about the benefits of Internet voieceranications solutions, in general, and our
services in particular. If any or all of these astfail to occur, our business may be materiatlg adversely affected.

Interruptions in our services could harm our reputian, result in significant costs to us, and impadur ability to sell our services

Because our services are complex and we have ioaigal a variety of new computer hardware, as agefloftware that is developed
in-house and acquired from third-party vendors,smivices may have errors or defects that custoitiensify after they begin using them that
could result in unanticipated interruptions of segv Internet-based services frequently contairetexted errors and bugs when first introduce
or when new versions or enhancements are rele@#gte the substantial majority of our customers sarall and mediunsized businesses, t
use of our services in complicated, large-scaleordt environments may increase our exposure toteatld errors, failures or bugs in our
services. Although we test our services to detedtarrect errors and defects before their gemelahse, we have from time to time
experienced significant interruptions in our seevés a result of such errors or defects and magriexe future interruptions of service if we
fail to detect and correct these errors and defé@tis costs incurred in correcting such defecesrars may be substantial and could harm our
results of operations. In addition, we rely on leack purchased or leased and software licensedthimchparties to offer our services.

Any defects in, or unavailability of, our or thighrty software or hardware that cause interruptafreur services could, among other
things:

« cause a reduction in revenues or delay in marlagmance of our services;

 require us to issue refunds to our customers oo®xps to claims for damages;

« cause us to lose existing customers and make & wifficult to attract new customers;

« divert our development resources or require usakenextensive changes to our software, which wimgdase our expenses and
slow innovation

« increase our technical support costs; and

» harm our reputation and brand.

If we fail to continue to develop our brand or oweputation is harmed, our business may suffi

We believe that continuing to strengthen our curbeand will be critical to achieving widespreaat@gtance of our services and will
require continued focus on active marketing effoftee demand for and cost of online and traditi@udertising have been increasing and ma
continue to increase. Accordingly, we may neechtodase our investment in, and devote greater res®to, advertising, marketing, and other
efforts to create and maintain brand loyalty amosers. Brand promotion activities may not yield@ased revenues, and even if they do, any
increased revenues may not offset the expenseséualcin building our brands. If we fail to proma@ed maintain our brand, or if we incur
substantial expense in an unsuccessful attempbtagie and maintain our brands, our business dmilthaterially and adversely affected.

39




Our services, as well as those of our competiamesregularly reviewed and commented upon by omliedia sources, as well as
computer and other business publications. Negagiviews, or reviews in which our competitors’ protiuand services are rated more highly
than our solutions, could negatively affect oumorand reputation. From time to time, our custonherge expressed dissatisfaction with our
services, including dissatisfaction with our cusssrsupport, our billing policies and the way ounvgzes operate. If we do not handle custome
complaints effectively, our brand and reputatioryreaffer, we may lose our customers’ confidence, thiey may choose to terminate, reduce
or not to renew their subscriptions. In additiomny of our customers participate in social medid@mine blogs about Internbased service
including our services, and our success depengariron our ability to minimize negative and geteositive customer feedback through
such online channels where existing and potentisiatners seek and share information. If actionsake or changes we make to our services
upset these customers, their blogging could negigtaffect our brand and reputation. Complainta@gative publicity about our services or
customer service could materially and adverselyaichpur ability to attract and retain customers amdbusiness, financial condition and
results of operations.

If we experience excessive fraudulent activity @nmot meet evolving credit card association merchatandards, we could incur substant
costs and lose the right to accept credit cardspayment, which could cause our customer base tdlide significantly.

Nearly all of our customers authorize us to bi#littrcredit card accounts directly for service féest we charge. If people pay for our
services with stolen credit cards, we could inarssantial thirdparty vendor costs for which we may not be reimédrs$urther, our custome
provide us with credit card billing information am or over the phone, and we do not review thesiglay credit cards used in these
transactions, which increases our risk of expotufeaudulent activity. We also incur charges, whiee refer to as chargebacks, from the ¢
card companies from claims that the customer dichathorize the credit card transaction to purclmseservice, something that we have
experienced in the past. If the number of unautledricredit card transactions becomes excessivepuwld be assessed substantial fines for
excess chargebacks and we could lose the riglucepacredit cards for payment. In addition, creditd issuers may change merchant
standards, including data protection and documientatandards, required to utilize their serviaesftime to time. We are compliant with the
Payment Card Industry Data Security Standard (“P@i"the United States and Canada. We are devajapplan to become PCIl-compliant in
the United Kingdom; however, if we fail to maintaiompliance with current merchant standards, sadPGl, or fail to meet new standards,
credit card associations could fine us or termitiagg agreements with us, and we would be unabéetept credit cards as payment for our
services. Our services may also be subject to fleatiusage, including but not limited to interoatl revenue share fraud, domestic traffic
pumping, subscription fraud, premium text messagens, and other fraudulent schemes. Although ostooers are required to set Personal
Identification Numbers, or PINs, to protect thecaunts and may configure in which destinationsrimtional calling is enabled from their
extensions, third parties have in the past andim#ye future be able to access and use their atsdrough fraudulent means. In addition,
third parties may have attempted in the past, aay attempt in the future, to fraudulently inducendstic and international employees or
consultants into disclosing customer PINs and atleepunt information. Communications fraud can ltdawnauthorized access to customer
accounts and customer data, unauthorized use twimass’services, charges to customers for fraudulent uaadexpense that we must pa
carriers. We may be required to pay for these @wagd expenses with no reimbursement from themest and our reputation may be
harmed if our services are subject to frauduleagasAlthough we implement multiple fraud preventamd detection controls, we cannot
assure you that these controls will be adequapedieect against fraud. Substantial losses dueatadfor our inability to accept credit card
payments, which could cause our paid customer toasignificantly decrease, could have a materiakask effect on our results of operations,
financial condition and ability to grow our busises

Potential problems with our information systems ddunterfere with our business and operatior

We rely on our information systems and those afitharties for processing customer orders, didfiobuof our services, billing our
customers, processing credit card transactionsomges relationship management, supporting finargehning and analysis, accounting
functions and financial statement preparation ahdravise running our business. Information systemag experience interruptions, including
interruptions of related services from third-pgstgviders, which may be beyond our control. Sucsinmss interruptions could cause us to fail
to meet customer requirements. All information eys, both internal and external, are potentiallpexable to damage or interruption from a
variety of sources, including without limitatiommputer viruses, security breaches, energy blaskoatural disasters, terrorism, war and
telecommunication failures and employee or othefttlas well as third-party provider failures. Agigruption in our information systems and
those of the third parties upon which we rely ccdde a significant impact on our business.
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In addition, we recently transitioned from a numbgdisparate systems and implemented NetSuitea® £nterprise resource planning
system, to handle various business, operatingiaaddial processes. We plan to transition fromraagsheet-based financial modeling systen
and implement a third-party corporate performanaaagement system. In addition, in the future wendtto implement a third-party SaaS
billing system to replace our current internallyel®ped billing system. We may also implement fartand enhanced information systems in
the future to meet the demands resulting from oowth and to provide additional capabilities anddiionality. The implementation of new
systems and enhancements is frequently disrupitteet underlying business of an enterprise, ancdedime-consuming and expensive,
increase management responsibilities and divertigement attention. Any disruptions relating to sgstems enhancements or any problems
with the implementation, particularly any disruptioimpacting our operations or our ability to aetely report our financial performance on a
timely basis during the implementation period, domlaterially and adversely affect our businessnBfere do not encounter these material
and adverse effects, the implementation of thebarmements may be much more costly than we antédpH we are unable to successfully
implement the information systems enhancementsaasi@d, our financial position, results of openagsi@and cash flows could be negatively
impacted.

Our use of open source technology could impose fations on our ability to commercialize our service

We use open source software in our platform on wbiar services operate. There is a risk that theeosvof the copyrights in such
software may claim that such licenses impose ucipatied conditions or restrictions on our abiliymarket or provide our services. If such
owners prevail in such claim, we could be requitethake the source code for our proprietary sofwaich contains our valuable trade
secrets) generally available to third parties,udalg competitors, at no cost, to seek licensas fiturd parties in order to continue offering our
services, to re-engineer our technology, or toafitoue offering our services in the event re-eagiing cannot be accomplished on a timely
basis or at all, any of which could cause us toatitinue our services, harm our reputation, raaudtistomer losses or claims, increase our
costs or otherwise materially and adversely affectbusiness and results of operations.

Our services are subject to regulation, and futussislative or regulatory actions could adverselffext our business and expose us to
liability.

Federal Regulation

Our business is regulated by the FCC. As a commatinits services provider, we are subject to exgstinpotential FCC regulations
relating to privacy, disability access, portingeimbers, Federal Universal Service Fund, or USRiritutions, E-911, and other
requirements. FCC classification of our Internateacommunications services as telecommunicatiensces could result in additional fede
and state regulatory obligations. If we do not ctympth FCC rules and regulations, we could be sabfo FCC enforcement actions, fines,
loss of licenses, and possibly restrictions onahility to operate or offer certain of our servicAgsy enforcement action by the FCC, which
may be a public process, would hurt our reputatidine industry, possibly impair our ability to lselr services to customers and could have &
materially adverse impact on our revenues.

Through our wholly owned subsidiary, RCLEC, Ince also provide competitive local exchange carmevises, or CLEC services,
which are regulated by the FCC as traditional talemunications services. Our CLEC services depenzkdain provisions of the
Telecommunications Act of 1996 that permit us tocpire facilities and services from incumbent laethange carriers, or ILECs, that are
necessary to provide our services. Over the pastakyears, the FCC has reduced or eliminatedh@eu of regulations governing ILECs’
offerings. If ILECs are not required by law to pia services to us or do not continue to permioysurchase these services from them under
commercial arrangements at reasonable rates, cimdss could be adversely affected and our cqstaviding CLEC services could increase.
This could have a materially adverse impact onresults of operations and cash flows.

Our services are also subject to a number of ¢i& regulations. Among others, we must comply (ol or in part) with:

« the Communications Assistance for Law Enforcemestt &r CALEA, which requires covered entities tgiaslaw enforcement in
undertaking electronic surveillanc

« requirements to provide E-911 to our customers;
« contributions to the USF which requires that we aggercentage of our revenues to support certderdé programs;
- payment of annual FCC regulatory fees based omeenstate and international revenues;

« rules pertaining to access to our services by gewefih disabilities and contributions to the Telerounications Relay Services
fund; and

« FCC rules regarding CPNI, which requires that weuse such information without customer approwvathjact to certain
exceptions
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If we do not comply with any current or future rsiler regulations that apply to our business, wédcbe subject to substantial fines ¢
penalties, we may have to restructure our senfiegings, exit certain markets or raise the pri€eur services, any of which could ultimately
harm our business and results of operations.

State Regulation

States currently may not regulate our Internete@i@mmunications services. However, states areetldo assess state USF
requirements, E-911 fees and other surcharges madio VolP providers. A number of states requiréousontribute to state USF, contribute
to E-911 and pay other surcharges, while othersetieely considering extending their programsnidude the services we provide. We pass
USF, E-911 fees and other surcharges through toustomers, which may result in our services bengmiore expensive or require that we
absorb these costs. We expect that state publity ctbmmissions will continue their attempts tgpapstate telecommunications regulations to
Internet voice communications services like ours.

Our subsidiary’s CLEC services are subject to ratijuh by the public utility regulatory agency irotfe states where we provide local
telecommunications services. This regulation inetuthe requirement to obtain a certificate of pub8&cessity or other similar licenses prior to
offering our CLEC services. We may also be requicefile tariffs that describe our CLEC'’s serviawd provide rates for those services. We
are also required to comply with state regulatitiag vary from state to state concerning serviadityy disconnection and billing
requirements. State commissions also have authoritgview and approve interconnection agreemegtisden incumbent phone carriers and
CLECs such as our subsidiary, and to conduct athwtr of disputes arising in the negotiation oftsagreements.

International Regulation

As we expand internationally, we may be subje¢elecommunications, consumer protection, data pyieand other laws and
regulations in the foreign countries where we offer services. Internationally, we currently offer services in Canada and the United
Kingdom, or UK.

We are a provider of Internet voice telecommunaratiservices in Canada. As a provider of internatevzcommunications services, '
are subject to regulation in Canada by the Canddéatio-television and Telecommunications CommissiortCRTC. We are registered with
the CRTC as a reseller of telecommunications sesvimd have been issued a basic internationabtelaanications services, or BITS, licence
by the CRTC. As an internet voice communicatiors/joter, we are subject to obligations imposed l&y@RTC, including providing access to
emergency call E-911 services, providing accespaator assistance, directory information seryinember portability, providing minimum
customer information, charge customers certainleggry charges and pay contribution charges. Wabs@ subject to Canadian federal
privacy laws and provincial consumer protectioridigion. As a holder of a BITS license, we alscstrmomply with various annual reporting
requirements.

As a provider of electronic communications servicethe UK, we are subject to regulation in the biKthe Office of Communication
Some of these regulatory obligations include priogjchccess to emergency call services (E999/118Yiging access to operator assistance,
directories and directory enquiry services, offgr@ontracts with minimum terms, providing and psihiing certain information transparently,
providing itemized billing, protecting customeranfation (including personal data); porting phonenbers upon a valid customer request an
implementing a code of practice. We are requirecbtoply with laws and matters relating to, amorgeothings, competition law, distance
selling, e-commerce and consumer protection. We alas comply with various reporting and recordkegpequirements.

In addition, our international operations are pttdhly subject to country-specific governmentalutgion and related actions that may
increase our costs or impact our product and senfierings or prevent us from offering or provigliour products and services in certain
countries. Certain of our services may be usedusyoeners located in countries where VolP and dtvens of IP communications may be
illegal or require special licensing or in coungrien a U.S. embargo list. Even where our produetseportedly illegal or become illegal or
where users are located in an embargoed coungys usthose countries may be able to continueséoour products and services in those
countries notwithstanding the illegality or embargée may be subject to penalties or governmentarad consumers continue to use our
products and services in countries where it igi@dlé¢o do so, and any such penalties or governrhaatian may be costly and may harm our
business and damage our brand and reputation. Wéenaequired to incur additional expenses to rappticable international regulatory
requirements or be required to discontinue thosgcss if required by law or if we cannot or wilbhmeet those requirements.
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We process, store, and use personal information atlder data, which subjects us and our customersteariety of evolving governmental
regulation, industry standards and selégulatory schemes, contractual obligations, andhet legal obligations related to privacy, which m
increase our costs, decrease adoption and use ofpmaducts and services and expose us to liability.

There are a number of federal, state, local aneidarlaws and regulations, as well as contractblfations and industry standards, |
provide for certain obligations and restrictionshaiespect to data privacy and security, and thlect®mn, storage, retention, protection, use,
processing, transmission, sharing, disclosure aotggtion of personal information and other custodsa. The scope of these obligations anc
restrictions is changing, subject to differing mpieetations, and may be inconsistent among cosntri€onflict with other rules, and their status
remains uncertain. Within the European Union, or, Eidct laws already apply in connection with ttmdlection, storage, retention, protection,
use, processing, transmission, sharing, disclomodeprotection of personal information and othestamner data. The EU model has been
replicated in many jurisdictions outside the Uicluding Asia-Pacific Economic Cooperation couedriRegulators have the power to fine
non-compliant organizations significant amountsefEhare proposals to increase the maximum leviashe$ that EU regulators may impose to
2% of worldwide annual sales. As Internet commairng communication technologies continue to evah@easing online service providers’
and network users’ capacity to collect, store,inetarotect, use, process and transmit large votuofi@ersonal information, increasingly
restrictive regulation by federal, state or foreagencies becomes more likely. For example, atyanferegulations that would increase
restrictions on online service providers in theaasédata privacy is currently being proposed, intthe U.S. and in other jurisdictions, and we
believe that the adoption of increasingly restvietiegulation in the field of data privacy and ségus likely, possibly as restrictive as the EU
model. Obligations and restrictions imposed byeuntrand future applicable laws, regulations, cat$rand industry standards may affect our
ability to provide all the current features of quoducts and services and our customers’ abilitystoour products and services, and could
require us to modify the features and functionaditpur products and services. Such obligationsrasttictions may limit our ability to collect,
store, process, use, transmit and share data witbustomers, and to allow our customer to collgttire, retain, protect, use, process, transmi
share and disclose data with others through ouwtymts and services. Compliance with, and otherdnsdmposed by, such obligations and
restrictions could increase the cost of our openati Failure to comply with obligations and resioics related to data privacy and security
could subject us to lawsuits, fines, criminal péea| statutory damages, consent decrees, injursstamlverse publicity and other losses that
could harm our business.

Our customers can use our services to store caamacbther personal or identifying information, dagrocess, transmit, receive, store
and retrieve a variety of communications and messagcluding information about their own custorreamnd other contacts. In addition,
customers may use our services to store proteeithninformation, or PHI, that is protected unther Health Insurance Portability and
Accountability Act, or HIPAA, notwithstanding thate inform customers that our services should natdsal for these purposes.
Noncompliance with laws and regulations relatingtiwacy and HIPAA may lead to significant finegnalties or liabilities. Our actu
compliance, our customers’ perception of our coarge, costs of compliance with such regulationscarstomer concerns regarding their owr
compliance obligations (whether factual or in erraay limit the use and adoption of our service sgdlice overall demand. Furthermore,
privacy concerns, including the inability or imptiaality of providing advance notice to customefgvacy issues related to the use of our
services, may cause our customers’ customersiti pEeviding the personal data necessary to atlamcustomers to use our services
effectively. Even the perception of privacy coneenvhether or not valid, may inhibit market adoptaf our service in certain industries.

In addition to government activity, privacy advogagoups and industry groups have adopted andcarsdering the adoption of
various self-regulatory standards and codes of wairithat may place additional burdens on us andcestomers, which may further reduce
demand for our services and harm our business.

While we try to comply with all applicable data tection laws, regulations, standards, and codesmduct, as well as our own posted
privacy policies and contractual commitments todkient possible, any failure by us to protectusers’privacy and data, including as a re:
of our systems being compromised by hacking orratiedicious or surreptitious activity, could resinta loss of user confidence in our
services and ultimately in a loss of users, whimhldt materially and adversely affect our busin@as. customers may also accidentally disc
their passwords or store them on a mobile deviakighost or stolen, creating the perception thatsystems are not secure against third-part,
access. Additionally, our third-party contractarghe Philippines, Russia and Ukraine may havesacttecustomer data. If these or other third
party vendors violate applicable laws or our pelicisuch violations may also put our customersrination at risk and could in turn have a
material and adverse effect on our business.
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Use or delivery of our services may become subji@ctew or increased regulatory requirements, taxedees.

The increasing growth and popularity of Interneiceccommunications heighten the risk that governseiill regulate or impose new
or increased fees or taxes on Internet voice conatians services. To the extent that the use pewvices continues to grow, regulators |
be more likely to seek to regulate or impose newadtlitional taxes, surcharges or fees on our sesvigimilarly, advances in technology, such
as improvements in locating the geographic origimternet voice communications, could cause owises to become subject to additional
regulations, fees or taxes, or could require usvest in or develop new technologies, which maga&ly. In addition, as we continue to
expand our user base and offer more services, wéemme subject to new regulations, taxes, sugelsaor fees. Increased regulatory
requirements, taxes, surcharges or fees on Inteaig communications services, which could be sss by governments retroactively or
prospectively, would substantially increase outsosnd, as a result, our business would suffemdtiition, the tax status of our services could
subject us to conflicting taxation requirements aanhplexity with regard to the collection and reaniice of applicable taxes. Any such
additional taxes could harm our results of operatio

Our emergency and E-911 calling services may expaséo significant liability.

The FCC requires Internet voice communications ioierg, such as our company, to provide E-911 seivi@ll geographic areas
covered by the traditional wire-line E-911 netwddhder the FCC's rules, Internet voice communiceiproviders must transmit the caller’s
phone number and registered location informatiotihéoappropriate public safety answering poinR8AP, for the caller’s registered location.
Our CLEC services are also required by the FCCstatéé regulators to provide E-911 service to therexhat they are accessed by end users

We provide E-911 service in compliance with the FO@les to substantially all of our customerskeirtonnected VolP lines. In some
circumstances, 911 calls may be routed to a ndtemargency call center that routes the call toaghygropriate PSAP. In addition, certain of
our Internet voice communications services thatwwath mobile devices and are accessed throughMietworks may not be able to comp
911 calls. The FCC is considering requiring prosdaf Internet voice communications services on iteatevices to provide E-911
service. The adoption of such a requirement coudeeiase our costs and make our service more expemdiich could adversely affect our
results of operations.

In May 2013, the FCC issued an order requiringpadiders of interconnected text messaging sentiz@sovide, by September 30,
2013, an automatic bounce-back text message iatisitis where a consumer attempts to text messa@fElton a location where text-to-911 is
not available. We believe we are in compliance ik order.

In connection with the FCC requirement that we me\E-911 to all of our interconnected VolP custosnae must obtain from each
customer, prior to the initiation of service, theypical locations at which the service will firg hsed for each VolP line. For services that can
be utilized from more than one physical locatior, must provide customers one or more methods ddtinmftheir physical location. Because
we do not validate the physical address at eadtitocwhere the services may be used by our custymed because customers may use the
services in locations that differ from the registetocation without providing us with the updatatbrmation, it is possible that &t1 calls ma
get routed to the wrong public safety answeringipar PSAP. We are also aware that certain custoegéstered addresses are incorrect, or
may not have been updated. IBE1 calls are not routed to the correct PSAP, &ititkidelay results in serious injury or death,ceald be sue
and the damages substantial. We are evaluatingumessat® attempt to verify and update the addreesdscations where our services are used

We could be subject to enforcement action by th€ F& our customer lines that do not have E-91%iseror an FCC challenge to our
implementation in full. This enforcement action kbresult in significant monetary penalties andriesons on our ability to offer non-
compliant services.

Customers may in the future attempt to hold usaesible for any loss, damage, personal injury,eath suffered as a result of delayed
or uncompleted emergency service calls. The Newkamdrging Technologies 911 Improvement Act of 2pf8/ides that Internet voice
communications providers have the same protecfrons liability for the operation of 911 service @aditional wire-line and wireless
providers. Limitations on liability for the provasi of 911 service are normally governed by state #nd these limitations typically are not
absolute. It is also unclear under the FCC's rulbsther the limitations on liability would apply teose customer lines for which we do not
provide E-911 service.
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We rely on third parties to provide the majority ofir customer service and support representatived & fulfill various aspects of our E-
911 service. If these third parties do not provioler customers with reliable, higlgtuality service, our reputation will be harmed, amge may
lose customers.

We offer customer support through both our onlioeoaint management website and our toll-free custeongport number. Our
customer support is currently provided via a thgedty provider located in the Philippines, as vasllour employees in the U.S. We currently
offer support almost exclusively in English. Ouirdhparty providers generally provide customer ganand support to our customers without
identifying themselves as independent parties.dlfikty to support our customers may be disrupteddtural disasters, inclement weather
conditions, civil unrest, strikes and other advergents in the Philippines. Furthermore, as we edmaur operations internationally, we may
need to make significant expenditures and investsriarour customer service and support to adequatiress the complex needs of
international customers, such as support in meltipieign languages.

We also contract with third parties to provide EE&Ervices, including assistance in routing emergealls and terminating E-911
calls. Our providers operate a national call cetitat is available 24 hours a day, seven days & weeeceive certain emergency calls and
maintain PSAP databases for the purpose of degayid operating E-911 services. On mobile deviwesyenerally rely on the underlying
cellular or wireless carrier to provide E-911 seed. Interruptions in service from our vendors dawduse failures in our customers’ access to
E-911 services and expose us to liability and dantag reputation.

If any of these third parties do not provide religlhigh-quality service, our reputation and ousibass will be harmed. In addition,
industry consolidation among providers of servitess may impact our ability to obtain these searsior increase our costs for these services

We are in the process of expanding our internatidregoerations, which exposes us to significant risks

To date, we have not generated significant revefroes outside of the U.S. and Canada. However, Iveady have significant
operations outside the U.S. and Canada, and weeipgrow our international revenues in the futdiee future success of our business will
depend, in part, on our ability to expand our op)ens and customer base worldwide. Operating ierirational markets requires significant
resources and management attention and will subgetd regulatory, economic and political riskst thiee different from those in the U.S.
Because of our limited experience with internatlagerations and developing and managing salesistribution channels in international
markets, our international expansion efforts maylmosuccessful. In addition, we will face riskglwing business internationally that could
materially and adversely affect our business, idiclg:

« our ability to comply with differing technical arhvironmental standards, data privacy and telecamizations regulations and
certification requirements outside the U.

« difficulties and costs associated with staffing amahaging foreign operations;

« potentially greater difficulty collecting accounteceivable and longer payment cycles;

« the need to adapt and localize our services faripeountries;

« the need to offer customer care in various naangliages;

- availability of reliable broadband connectivity anitle area networks in targeted areas for expansion

« lower levels of adoption of credit or debit car@gs for Internet related purchases by foreign cnste and compliance with
various foreign regulations related to credit doitleard processing and data privacy requirem

« difficulties in understanding and complying wittcld laws, regulations, and customs in foreign gicsons;

« export controls and economic sanctions administbyetthe Department of Commerce Bureau of Industd/ Security and the
Treasury Departme’s Office of Foreign Assets Contr

« tariffs and other non-tariff barriers, such as @sand local content rules;

» compliance with various anti-bribery and anti-cgtian laws such as the Foreign Corrupt PracticdsaAd United Kingdom
Bribery Act of 2010

« more limited protection for intellectual propertghits in some countries;
« adverse tax consequences;

« fluctuations in currency exchange rates, which ddntrease the price of our services outside of k&, increase the expenses of
our international operations, including expensésted to foreign contractors, and expose us tdgareurrency exchange rate ri
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» exchange control regulations, which might resticprohibit our conversion of other currencies ibt&. Dollars;

« restrictions on the transfer of funds;

« new and different sources of competition;

« deterioration of political relations between th&Uand other countries, particularly Russia, Ulgaibhina and the Philippines; ¢

« political or social unrest or economic instabiiitya specific country or region.

Our failure to manage any of these risks succdgsfalld harm our future international operationsl @ur overall business.

We depend largely on the continued services of senior management and other key employees, the dbssy of whom could adversely
affect our business, results of operations and fir@al condition.

Our future performance depends on the continuedcgsrand contributions of our senior managemedtadiner key employees to
execute on our business plan, and to identify amdyg opportunities and services innovations. ©hs of services of senior management or
other key employees could significantly delay avant the achievement of our development and gitatdjectives. In particular, we depend
to a considerable degree on the vision, skillseeepce and effort of our dounder, Chairman and Chief Executive Officer, \fthaid Shmunis
None of our executive officers or other senior ng@ment personnel is bound by a written employmgregeament and any of them m
therefore terminate employment with us at any timitd no advance notice. The replacement of anyhe$é¢ senior management personnel
would likely involve significant time and costs,dasuch loss could significantly delay or prevemt #ithievement of our business objectives. Ir
addition, certain members of our senior manageteam, including our President, who joined us ineJ2813, and our Chief Financial Offic
who joined us in August 2013, have worked togefbeonly a relatively short period of time and iaynbe difficult to evaluate their
effectiveness, on an individual or collective baaisd ability to address future challenges to ausifess. The loss of the services of our senior
management or other key employees for any reasad edversely affect our business, financial caadibr results of operations.

If we are unable to hire, retain and motivate quidid personnel, our business will suffe

Our future success depends, in part, on our abdigontinue to attract and retain highly skillestgpnnel. We believe that there is, and
will continue to be, intense competition for higlskilled technical and other personnel with expeéein our industry in the San Francisco |
Area, where our headquarters is located, and ierdtications where we maintain offices. We musvjol® competitive compensation package:
and a high-quality work environment to hire, retaimd motivate employees. If we are unable to retaghmotivate our existing employees and
attract qualified personnel to fill key positiomge may be unable to manage our business effectivalyding the development, marketing and
sale of existing and new services, which could teaweaterial adverse effect on our business, firdueoindition and results of operations. To
the extent we hire personnel from competitors, ve§ tme subject to allegations that they have be@ndperly solicited or divulged proprietary
or other confidential information.

Volatility in, or lack of performance of, our stopkice may also affect our ability to attract aerthin key personnel. Many of our key
personnel are, or will soon be, vested in a subiataamount of shares of common stock or stockansti Employees may be more likely to
terminate their employment with us if the shareytbwn or the shares underlying their vested optltave significantly appreciated in value
relative to the original purchase prices of thersha@r the exercise prices of the options, ordfaékercise prices of the options that they hold at
significantly above the market price of our Classgfmon stock. If we are unable to retain our eygs, our business, results of operations
and financial condition will be harmed.

We may expand through acquisitions of, or investnteim, other companies, each of which may diverr@nanagements attention, result ir
additional dilution to our stockholders, increasegenses, disrupt our operations and harm our resutf operations.

Our business strategy may, from time to time, idelacquiring or investing in complementary serviteshnologies or businesses. We
cannot assure you that we will successfully idgrgifitable acquisition candidates, integrate oragardisparate technologies, lines of busir
personnel and corporate cultures, realize our lessistrategy or the expected return on our invedgfroemanage a geographically dispersed
company. Any such acquisition or investment cousderially and adversely affect our results of ofiers. Acquisitions and other strategic
investments involve significant risks and uncetias) including:

- the potential failure to achieve the expected hiemef the combination or acquisition;

« unanticipated costs and liabilities;
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« difficulties in integrating new products and seescsoftware, businesses, operations and technolfrggtructure in an efficient
and effective manne

« difficulties in maintaining customer relations;

« the potential loss of key employees of the acquinesinesses;

« the diversion of the attention of our senior mamaget from the operation of our daily business;

- the potential adverse effect on our cash positicthé extent that we use cash for the purchase;pric

« the potential significant increase of our inteeegtense, leverage, and debt service requirementsiiicur additional debt to pay
for an acquisition

« the potential issuance of securities that wouldtdibur stockholders’ percentage ownership;
« the potential to incur large and immediate writés@ind restructuring and other related expensabs; an

« the inability to maintain uniform standards, cofgrgolicies and procedures.

Any acquisition or investment could expose us tknan liabilities. Moreover, we cannot assure Vioat tve will realize the
anticipated benefits of any acquisition or investtmén addition, our inability to successfully opt and integrate newly acquired businesses
appropriately, effectively, and in a timely mangeuld impair our ability to take advantage of f@growth opportunities and other advance
technology, as well as on our revenues, gross maagid expenses.

We may be subject to liabilities on past salestfores, surcharges and fees.

Prior to 2012, we did not collect or remit U.Stetar municipal sales, use, excise, utility uset ad valorem taxes, fees or surcharges
on the charges to our customers for our servicg®ods, except that we have historically compliéith whe collection of certain California
sales/use taxes and financial contributions tahkfornia 9-1-1 system (the Emergency Telephoner&)Surcharge) and federal USF. For
periods prior to 2012, with limited exception, walibve that we were generally not subject to tafesss, or surcharges imposed by other U.S.
state and municipal jurisdictions or that such safees, or surcharges did not apply to our serVibere is uncertainty as to what constitutes
sufficient “in state presence” for a state to léayes, fees and surcharges for sales made ovbrténaet. Therefore, taxing authorities may
challenge our position and may decide to auditomsiness and operations with respect to salestalsepmmunications and other taxes, wi
could result in increased tax liabilities for usoor customers, which could materially and advgraéfect our results of operations and our
relationships with our customers.

In 2012, we voluntarily began collecting and remgtU.S. state sales, use or other taxes, surchaagd fees. The collection of these
taxes, fees, or surcharges could have the effadtakasing or eliminating price advantages we naayg had over other providers. We may
accurately calculate these taxes, particularlpmeifyn jurisdictions. In addition, we have recor@ecbntingent sales tax liability for sales prior
to 2012. If our ultimate liability exceeds the eaited and accrued amount, it could result in sicgmit charges to our earnings.

Finally, the application of other indirect taxeadb as sales and use tax, value added tax, or ¥édds and services tax, business tax,
and gross receipt tax) to e-commerce businessels asuours, is a complex and evolving area. In Rdnar 2007, the U.S. federal government
enacted legislation extending the moratorium otestand other local authorities imposing accesismriminatory taxes on the Internet thro
November 2014. This moratorium does not prohildefal, state, or local authorities from collectiages on our income or from collecti
taxes that are due under existing tax rules. Tipdicgtion of existing, new, or future laws, whetlirethe U.S. or internationally, could have
adverse effects on our business, prospects, anlisre$ operations. There have been, and will caito be, substantial ongoing costs
associated with complying with the various indireot requirements in the numerous markets in whieltonduct or will conduct business.

Changes in effective tax rates, or adverse outcomassilting from examination of our income or othdax returns, could adversely affect o
results of operations and financial condition.

Our future effective tax rates could be subjeatdtatility or adversely affected by a number ofttas, including:
» changes in the valuation of our deferred tax asseddiabilities;
« expiration of, or lapses in, the research and dgweént tax credit laws;

expiration or non-utilization of net operating lasaryforwards;

« tax effects of share-based compensation;
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« certain non-deductible expenses as a result ofisitiqus;
« expansion into new jurisdictions;
« costs related to intercompany arrangements; and

» changes in tax laws, regulations, accounting pplesi or interpretations thereof.

We may be unable to use some or all of our net @peg loss carryforwards, which could materially dradversely affect our reported
financial condition and results of operation:

As of December 31, 2012, we had federal and s&tteperating loss carryforwards, or NOLs, due torgveriod losses, which, if not
utilized, will begin to expire in 2023 and 2013 federal and state purposes, respectively. Welalge federal research tax credit
carryforwards that will begin to expire in 2028.8Reation of these net operating loss and reseaschredit carryforwards depends on future
income, and there is a risk that our existing dargyards could expire unused and be unavailabédfeet future income tax liabilities, which
could materially and adversely affect our resufteperations.

In addition, under Section 382 of the Internal RexeCode of 1986, as amended, or the Code, otutyabiltilize net operating loss
carryforwards or other tax attributes, such asake$etax credits, in any taxable year may be lichifeve experience an “ownership change.” A
Section 382 “ownership change” generally occumné or more stockholders or groups of stockholdehs, own at least 5% of our stock,
increase their ownership by more than 50 percergagds over their lowest ownership percentageiwithrolling three-year period. Similar
rules may apply under state tax laws.

As of December 31, 2012, we had federal and sktteperating loss carryforwards of $61.9 milliod&®60.4 million, respectively,
available to offset future taxable income, whiclpiex in various years through 2023 if not utilizéth deferred tax assets have been recogniz:
on our balance sheet related to these NOLs, asatfeefplly reserved by a valuation allowance. Ala€future taxable income would advers
affect our ability to utilize these NOLs before yhexpire. Under the provisions of the Internal Rewe Code of 1986, as amended, or the Cod
and similar state law provisions, substantial clearig our ownership may limit the amount of prer@d@NOLSs that can be utilized annually in
the future to offset taxable income. Section 38thefCode imposes limitations on a company’s ahiitituse NOLs if a company experiences ¢
more-than-50-percent ownership change over a tygaetesting period. For these reasons, we mageaable to utilize a material portion of
the NOLs, even if we achieve profitability. If weedimited in our ability to use our NOLs in futuyears in which we have taxable income, we
will pay more taxes than if we were able to fulljlime our NOLs. This could materially and adveysaffect our results of operations.

As a result of becoming a public company, we widled to further develop and maintain our internal ool over financial reporting. If our
internal control over financial reporting is not ééctive, it may adversely affect investor confiderio our company.

We will be required, pursuant to Section 404 of Slaebanes-Oxley Act, to furnish a report by managgron, among other things, the
effectiveness of our internal control over finahcegporting for the 2014 fiscal year. This assesaméll need to include disclosure of any
material weaknesses identified by our managememtiirinternal control over financial reporting.

We are in the early stages of the costly and chgilhey process of compiling the system and procgsditumentation necessary to
perform the evaluation needed to comply with Sectio4. We may not be able to complete our evaloatasting and any required remedia
in a timely fashion. During the evaluation anditesprocess, if we identify one or more materiabkmeesses in our internal control over
financial reporting, we will be unable to assestthur internal controls are effective. For exampleonnection with the audit of our
consolidated financial statements for fiscal 2Gdur,independent registered public accounting folentified a material weakness in our inte
control over financial reporting. A “material weags” is a deficiency, or a combination of deficiescin internal control over financial
reporting such that there is a reasonable podgilfilat a material misstatement of our annual tarim financial statements will not be
prevented or detected on a timely basis. The nate@gakness that our independent registered pabtiounting firm identified related to our
lack of sufficient, qualified personnel in accougtiand financial reporting matters to perform psscievel controls and other controls. We
believe that we remediated this material weakne2912.

However, in connection with the audit of our coidated financial statements for fiscal 2012, owdeipendent registered public
accounting firm identified two significant deficieies. A “significant deficiency” is a deficiency; a combination of deficiencies, in internal
control over financial reporting that is less sevlran a material weakness, yet important enougtetit attention by those responsible for
oversight of our financial reporting. The signifitaleficiencies that our independent registeredipalscounting firm identified in connection
with our fiscal 2012 audit related to our lack officient controls to enable our timely remittarafesales tax liabilities and inadequate controls
related to the accounting process and incompletardentation of accounting and financial period elpsocedures.
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If we are unable to conclude that our internal cardver financial reporting is effective, or if bindependent registered public
accounting firm is unable to express an opinionheneffectiveness of our internal controls whes iequired to do so by the applicable rules,
we could lose investor confidence in the accuraay@mpleteness of our financial reports, whichi¢@ause the price of our Class A comr
stock to decline, and we may be subject to invattig or sanctions by the Securities and Exchargerfiission, or the SEC.

We will be required to disclose changes made inirternal control and procedures on a quarterlysb&kowever, our independent
registered public accounting firm will not be recpd to formally attest to the effectiveness of imtrernal control over financial reporting
pursuant to Section 404 until the later of the yielowing our first annual report required to biled with the SEC, or the date we are no longe
an “emerging growth company” as defined in the mgeenacted Jumpstart our Business Startups A20@2, or JOBS Act, if we take
advantage of the exemptions contained in the JOBSA4 such time, our independent registered puldicounting firm may issue a report that
is adverse in the event it is not satisfied with lvel at which our controls are documented, ehesigor operating. As a result, we may need tc
undertake various actions, such as implementingingsnal controls and procedures and hiring actingror internal audit staff. Our
remediation efforts may not enable us to avoid tera weakness in the future.

We may not be successful in obtaining local accessrvices through our newly-created CLEC.

We have formed a competitive local exchange castibsidiary, RCLEC, to allow us to purchase netwsatvices directly from ILECs
and from other CLECs in certain geographic marlatiwer prices than we pay for such servicesutinathird-party network service
providers, such as Level 3 Communications, Inc.Baddwidth.com, Inc., and to help us improve oualiy of service. However, the ILECs
may favor themselves and their affiliates and matypmovide network services to us at lower pridesitwe could obtain through Level 3
Communications, Inc., Bandwidth.com, Inc., otherddparty CLECs, or at all. If we are unable towed our pricing as a result of obtaining
network services through our subsidiary, we mafobeed to rely on other third-party network servireviders and be unable to effectively
lower our cost of service. Further, creation anéhteaance of a CLEC requires significant expendguand we may not realize much or any
benefit from our investment in our subsidiary if de not reduce our costs of network service thraughsubsidiary. In addition, if ILECs or
other CLECs do not provide us with any access, Wlenat be able to use our RCLEC subsidiary asridesl to improve the quality of our
services or lower the cost of our services.

If we are unable to effectively process local numlaad toll-free number portability provisioning in a timely anner, our growth may be
negatively affected.

We support local number and toll-free number padlitgbwhich allows our customers to transfer toamsl thereby retain their existing
phone numbers when subscribing to our servicemsfearing numbers is a manual process that canuake 15 business days or longer to
complete. A new customer of our services must raairttoth our service and the customer’s existingngtservice during the number
transferring process. Any delay that we experiendeansferring these numbers typically resultsrfrihe fact that we depend on third-party
carriers to transfer these numbers, a processvihdb not control, and these third-party carrieeyy mefuse or substantially delay the transfer o
these numbers to us. Local number portability isstaered an important feature by many potentiaioensrs, and if we fail to reduce any
related delays, we may experience increased difficni acquiring new customers. Moreover, the F@Guires Internet voice communications
providers, which are companies like us that progelevices similar to traditional phone companissiuding the ability to make calls to and
receive calls from the public phone network, to pgnwith specified number porting timeframes wheistomers leave our service for the
services of another provider. If we, or our thi@Hy carriers, are unable to process number pdittal@quests within the requisite timeframes,
we could be subject to fines and penalties. Addilly, both customers and carriers may seek rifah the relevant state public utility
commission, the FCC, or in state or federal caurt/folation of local number portability requirenmen

Our business could suffer if we cannot obtain ortaén direct inward dialing numbers, or DIDs, are phibited from obtaining local or toll-
free numbers, or are limited to distributing local or toll-free ambers to only certain customers.

Our future success depends on our ability to petange quantities of local and toll-free DIDs ietU.S. and foreign countries in
desirable locations at a reasonable cost and witiestrictions. Our ability to procure and distti®lDIDs depends on factors outside of our
control, such as applicable regulations, the prastdf the communications carriers that provide e cost of these DIDs, and the level of
demand for new DIDs. Due to their limited avail@thjlthere are certain popular area code prefirRaswe generally cannot obtain. Our
inability to acquire DIDs for our operations woutthke our services less attractive to potentialozusts in the affected local geographic areas
In addition, future growth in our customer baseggther with growth in the customer bases of otheviders of cloud-based business
communications, has increased, which increasedepgndence on needing sufficiently large quantifd3iDs.
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We rely on third-party hardware and software thataybe difficult to replace or which could cause ers or failures of our service.

We rely on purchased or leased hardware and saftic@nsed from third parties in order to offer sarvice. In some cases, we
integrate third-party licensed software componaenrttsour platform. This hardware and software maygontinue to be available at reasonable
prices or on commercially reasonable terms, olafny loss of the right to use any of this hardear software could significantly increase
our expenses and otherwise result in delays iptheisioning of our service until equivalent tectogy is either developed by us, or, if
available, is identified, obtained and integrat&dy errors or defects in third-party hardware ditware could result in errors or a failure of our
service which could harm our business.

We depend on two vendors and one fulfillment agemtonfigure and deliver the phones that we selidaany delay or interruption in
manufacturing, configuring and delivering by thegdird parties would result in delayed or reducedigiments to our customers and may
harm our business.

We rely on Cisco Systems, Inc. and Polycom, Incpfiones that we offer for sale to our customeas tise our services. In addition,
rely on one fulfillment agent to configure and geli our phones to our customers. We currently ddiawe long-term contracts with these
vendors or with the fulfilment agent. As a restligse third parties are not obligated to providelpcts to or perform services for us for any
specific period, in any specific quantities or ay apecific price, except as may be provided imigular purchase order. If these third parties
are unable to deliver phones of acceptable quatiiy a timely manner, our ability to bring sendde market, the reliability of our services ¢
our reputation could suffer. We expect that it caialkke several months to effectively transitioméov third-party manufacturers or fulfillment
agents.

If our vendor-supplied phones are not able to interoperate effiegly with our own back-end servers and systems, @stomers may not be
able to use our service, which could harm our busss, financial condition and results of operations.

Phones must interoperate with our back-end searasystems, which contain complex specifications\gilize multiple protocol
standards and software applications. Currentlyptie@nes we sell are manufactured by only two thady providers, Cisco Systems, Inc. and
Polycom, Inc. If either of these providers chantpesoperation of their phones, we will be requitedndertake development and testing ef
to ensure that the new phones interoperate wittsygtem. These efforts may require significanttedjgind employee resources, and we may
not accomplish these development efforts quicklgast-effectively, if at all. If our vendor-suppligghones do not interoperate effectively with
our system, our customers’ ability to use our sEwicould be delayed or orders for our servicekldmeicancelled, which would harm our
business, financial condition and results of openat

We may not be able to manage our inventory levéisatively, which may lead to inventory obsolescerthat would force us to incur
inventory write-downs.

Our vendor-supplied phones have lead times of Bftaeeks for delivery and are built to forecaktd tire necessarily imprecise. It is
likely that from time to time we will have eithexaess or insufficient product inventory. In additi®ecause we rely on third-party vendors for
the supply of our vendor-supplied phones, our itmgnlevels are subject to the conditions regardivegtiming of purchase orders and deliver
dates that are not within our control. Excess itognlevels would subject us to the risk of invegtobsolescence, while insufficient levels of
inventory may negatively affect relations with @msers. For instance, our customers rely upon oilityate meet committed delivery dates,
and any disruption in the supply of our servicesldwesult in loss of customers or harm to ourighib attract new customers. Any of these
factors could have a material adverse effect orbasimess, financial condition or results of operst.

We may require additional capital to pursue our bosss objectives and to respond to business opmities, challenges or unforeseen
circumstances. If capital is not available to ugjmobusiness, results of operations and financialraition may be adversely affected.

We intend to continue to make expenditures andsimvents to support the growth of our business aayl require additional capital to
pursue our business objectives and respond todassipportunities, challenges or unforeseen cirtamoss, including the need to develop
solutions or enhance our existing solutions, enbant operating infrastructure, and acquire complgary businesses and technologies.
Accordingly, we may need to engage in equity ortdielncings to secure additional funds. Howevdditional funds may not be available
when we need them on terms that are acceptabke tr at all. Any debt financing that we securéhia future could involve further restrictive
covenants, which may make it more difficult fortasobtain additional capital and to pursue busimggmrtunities.
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As of June 30, 2013, we were not in compliance Withcovenant in our credit agreement with Silistalley Bank regarding
maintaining a minimum cash balance. Silicon VaBank waived this nomwompliance effective August 14, 2013. We cannati@sgou that w
will be able to comply with this covenant or anpet affirmative or negative covenants in futurertgra, as required by our credit agreements
In the event that we are unable to comply with ¢hasvenants in the future, we would seek an amentdanevaiver of the covenants. We
cannot assure you that any such waiver or amendwatl be granted. In such event, we may be reduoeepay any or all of our existing
borrowings, and we cannot assure you that we wikilble to borrow under our existing credit agreesjar obtain alternative funding
arrangements on commercially reasonable termg,ail. a

In addition, volatility in the credit markets mage an adverse effect on our ability to obtain dielaincing. If we raise additional fun
through further issuances of equity or convertidbt securities, our existing stockholders couftessignificant dilution, and any new equity
securities we issue could have rights, prefererenes privileges superior to those of holders of ©lass A common stock. If we are unable to
obtain adequate financing or financing on termistattory to us, when we require it, our abilitydontinue to pursue our business objectives
and to respond to business opportunities, challengenforeseen circumstances could be signifigdintited, and our business, results of
operations, financial condition and prospects cdidanaterially and adversely affected.

Our corporate headquarters, one of our data centarsl co-location facilities, our sole third-partyustomer service and support facility, and
a research and development facility are located nkaown earthquake fault zones, and the occurrenafean earthquake, tsunami or other
catastrophic disaster could damage our facilitiestbe facilities of our contractors, which could ¢ee us to curtail our operations.

Our corporate headquarters, one of our data cemterene of our subsidiary’s co-location faciliteee located in northern California,
our customer service call center operated by ontraotor is located in the Philippines, and onewfresearch and development facilities is
located on the coast of China. All of these loagagiare on the Pacific Rim near known earthquakk Zanes and, therefore, are vulnerable to
damage from earthquakes and tsunamis. Additionally China facility, our sole third-party custonservice and support facility in the
Philippines, and our CLEC subsidiary’s co-locatfaaility in Florida are located in areas subjechtoricanes. We and our contractors are alsc
vulnerable to other types of disasters, such aeptass, fire, floods, pandemics, cyber attack,, \palitical unrest and terrorist attacks and
similar events that are beyond our control. If digasters were to occur, our ability to operatebmusginess could be seriously impaired, and w
may endure system interruptions, reputational héoss, of intellectual property, delays in our seed development, lengthy interruptions in
services, breaches of data security and loss ti¢adrdata, all of which could harm our future riéswf operations. In addition, we do not carry
earthquake insurance and we may not have adeaqisat&ince to cover our losses resulting from otfeasters or other similar significant
business interruptions. Any significant losses #ratnot recoverable under our insurance policegdcseriously impair our business and
financial condition.

The requirements of being a public company may straur resources, divert management’s attention aafflect our ability to attract and
retain executive management and qualified board nimrs.

As a public company, we are subject to the repgmaguirements of the Securities Exchange Act 8419s amended, or the Exchange
Act, the Sarbanes-Oxley Act of 2002, or the SarbaDeley Act, the Dodd-Frank Wall Street Reform &@whsumer Protection Act, or the
Dodd-Frank Act, the listing requirements of the Néark Stock Exchange and other applicable secsritides and regulations. Compliance
with these rules and regulations will increaselegal and financial compliance costs, make somgites more difficult, time-consuming or
costly and increase demand on our systems androespyparticularly after we are no longer an “enrergrowth company.The Exchange A
requires, among other things, that we file anngadrterly, and current reports with respect tolmsginess and results of operations. The
Sarbanes-Oxley Act requires, among other thingg,wle maintain effective disclosure controls amtpdures and internal control over
financial reporting. In order to maintain and,efjuired, improve our disclosure controls and pracesiand internal control over financial
reporting to meet this standard, significant resesrand management oversight may be required.résuét, management’s attention may be
diverted from other business concerns, which cbaltin our business and results of operations. Aghove have already hired additional
employees to comply with these requirements, we negg to hire more employees in the future or eagadside consultants, which will
increase our costs and expenses.

In addition, changing laws, regulations and statislaelating to corporate governance and publidaisece are creating uncertainty for
public companies, increasing legal and financiahpiance costs and making some activities more-tioresuming. These laws, regulations
and standards are subject to varying interpretationmany cases due to their lack of specifiatyd, as a result, their application in practice
may evolve over time as new guidance is provideceigylatory and governing bodies. This could reisuttontinuing uncertainty regarding
compliance matters and higher costs necessitateddpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased rg¢éiaad administrative expenses and a
diversion of management’s time and attention frenenuegenerating activities to compliance activities. @ailure to comply with these law
regulations and standards could materially and @éle affect our business and results of operations
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However, for as long as we remain an “emerging ¢imavempany” as defined in the JOBS Act we will taldantage of certain
exemptions from various reporting requirements #natapplicable to other public companies thanate'emerging growth companies,”
including, but not limited to, exemption from thequirement to comply with the auditor attestatiequirements of Section 404 of the
Sarbanes-Oxley Act, reduced disclosure obligatiegarding executive compensation in our periodiores and proxy statements, and
exemptions from the requirements of holding a nidinig advisory vote on executive compensation &adeholder approval of any golden
parachute payments not previously approved. Wetakl advantage of these reporting exemptions wetiire no longer an “emerging growth
company.”

We will cease to be an “emerging growth companydruthe earliest of (i) the 2019 fiscal year, (iigtfirst fiscal year after our annual
gross revenues are $1.0 billion or more, (iii) dla¢e on which we have, during the previous thres-period, issued more than $1.0 billion in
non-convertible debt securities or (iv) as of thd ef any fiscal year in which the market valu@of common stock held by non-affiliates
exceeded $700 million as of the end of the secaradter of that fiscal year.

As a result of filings required of a public compaour business and financial condition has becomeemisible, which we believe may
result in more litigation, including by competitand other third parties. If such claims are susfegsour business and results of operations
could be materially and adversely affected, anchéfihe claims do not result in litigation or aesolved in our favor. These claims, and the
time and resources necessary to resolve them, dotéd the resources of our management and mbyesiad adversely affect our business
results of operations.

We are an “emerging growth company,” and the reddcdisclosure requirements applicable to emerging@gth companies may make our
Class A common stock less attractive to investors.

We are an “emerging growth company,” as definetthnJOBS Act, and we will take advantage of cereai@mptions from various
reporting requirements that apply to other pubtimpanies that are not “emerging growth companieduding, but not limited to, not being
required to comply with the auditor attestationuiegments of Section 404 of the Sarbanes-Oxley rechiced disclosure obligations regarding
executive compensation in our periodic reports puoaty statements, and exemptions from the requinésn& holding a nonbinding advisory
vote on executive compensation and shareholdepaabpof any golden parachute payments not prewoaigproved. We cannot predict if
investors will find our Class A common stock letisagtive because we may rely on these exemptlbaeme investors find our Class A
common stock less attractive as a result, therebeayless active trading market for our Class iaroon stock and our stock price may be
more volatile.

In addition, Section 107 of the JOBS Act also pdesi that an “emerging growth company” can take aidege of the extended
transition period provided in Section 7(a)(2)(B)}tloé Securities Act for complying with new or readsaccounting standards. In other words
“emerging growth company” can delay the adoptiocertain accounting standards until those standaoddd otherwise apply to private
companies. However, we are choosing to “opt outhaf extended transition period, and as a resaltwill comply with new or revised
accounting standards on the relevant dates on vedoption of such standards is required for nonrging growth companies. Section 107 of
the JOBS Act provides that our decision to optafuhe extended transition period for complyinghwitew or revised accounting standards is
irrevocable.

The market price of our Class A common stock islik to be volatile and could decline.

The stock market in general, and the market fdmetogy-related stocks in particular, has beenliigblatile. As a result, the market
price and trading volume for our Class A commortlstmay also be highly volatile, and investors im @lass A common stock may experie
a decrease in the value of their shares, includeweases unrelated to our operating performanpsgpects. Factors that could cause the
market price of our Class A common stock to fluttusignificantly include:

« our operating and financial performance and prasped the performance of other similar companies;
« our quarterly or annual earnings or those of otleenpanies in our industry;
«» conditions that impact demand for our services;

« the public’s reaction to our press releases, firdmuidance, and other public announcements, éindd with the Securities and
Exchange Commission, or SE

« changes in earnings estimates or recommendatiossdwyities or research analysts who track oursdasommon stock;
« market and industry perception of our successaak thereof, in pursuing our growth strategy;
- strategic actions by us or our competitors, suchcgsiisitions or restructurings;

« changes in government and other regulations;
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» changes in accounting standards, policies, guidantepretations or principles;

- arrival and departure of key personnel,

» the number of shares to be publicly traded aftisrdffering;

» sales of common stock by us, our investors or mesniifeour management team; and

- changes in general market, economic, and politieaditions in the U.S. and global economies orrfaia markets, including
those resulting from natural disasters, telecompaitigns failure, cyber attack, civil unrest in wars parts of the world, acts of
war, terrorist attacks, or other catastrophic esi

Any of these factors may result in large and sudiemges in the trading volume and market priceuofClass A common stock and
may prevent investors from being able to sell tebares at or above the price they paid for theres of our Class A common stock.
Following periods of volatility in the market pricg a company’s securities, stockholders oftendéeurities class-action lawsuits against suct
company. Our involvement in a class-action lawsaitld divert our senior management’s attention #ratjversely determined, could have a
material and adverse effect on our business, fiahoondition and results of operations.

Sales of a substantial number of shares of our Glafs common stock in the public market, or the pegptien that these sales might occt
could cause our share price to decline.

Sales of a substantial number of shares of ours@Glasommon stock in the public market, or the peftioa that these sales might occur,
could depress the market price of our Class A comstock and could impair our ability to raise capihrough the sale of additional equity
securities. As of November 4, 2013, we had 53,80 dhares of Class B common stock and 8,625,00@sbé Class A common stock
outstanding.

All of the shares of our Class A common stock agelfy tradable without restriction or further regasion under the Securities Act of
1933, as amended, or the Securities Act, exceriprshares held by our “affiliates” as definedRime 144 under the Securities Act. The
remaining 53,609,008 shares of Class B common siotdtanding as of November 4, 2013, are restriaged result of securities laws, lock-up
agreements, or other contractual restrictionsrénttict transfers until March 27, 2014, subjectéctain exceptions.

As of November 4, 2013, the holders of an aggregh#4,956,794 shares of Class B common stock1#% of the total number of
outstanding shares of our Class A and Class B canstuzk, based on shares outstanding as of Novednl2éxl3, including holders of
warrants exercisable for 402,097 shares of ClassnBmon stock, in each case calculated on a fulliedi basis, or their permitted transferees
will be entitled to rights with respect to registoa of these shares under the Securities Act jauntsio an investors’ rights agreement. Shares ¢
our Class B common stock automatically will convetd shares of our Class A common stock upon aty ar transfer, whether or not for
value, except for certain transfers described inamoended and restated certificate of incorporatidmecome effective upon completion of this
offering. If these holders of our Class B commatkt by exercising their registration rights, selarge number of shares, they could
materially and adversely affect the market priaediar Class A common stock. If we file a regiswatstatement for the purposes of selling
additional shares to raise capital and are requirédclude shares held by these holders purseahetexercise of their registration rights, our
ability to raise capital may be impaired. In adititias of September 30, 2013, there were outstgmgitions to purchase 11,084,681 shares of
our Class B common stock, 4,611,579 shares of white vested as of September 30, 2013. These siraré®ely tradable, although they are
subject to the lock-up arrangements we describ@bahd vesting limitations.

In connection with our recent public offering, veey directors and officers, and substantially &lbar stockholders and holders of
options to purchase our stock who held such starpstions prior to the offering, have agreed, sabjo certain limited exceptions, not to
offer, sell, contract to sell or otherwise dispo§eor enter into, any transaction that is desigieear could be expected to, result in the
disposition of any shares of our common stock beosecurities convertible into or exchangeablexercisable for shares of our common
stock until March 27, 2014 without the prior writteonsent of Goldman, Sachs & Co. and J.P. Morgaui8ies LLC. In the case of releases
with respect to our officers or directors, the esgmtatives of the underwriters will, at least ¢hvasiness days before the effective date of suc
release, notify us of the impending release. Westegyreed to announce such release by press réieasgh a major news service at least two
business days before the effective date of theseleWe cannot predict what effect, if any, masiéds of securities held by our stockholde!
the availability of these securities for futureesalill have on the market price of our Class A casnrstock.

We may also issue shares of our Class A commolk stoother securities from time to time as consitien for future acquisitions and
investments. If any such acquisition or investnigisignificant, the number of shares of our ClassoAmon stock, or the number or aggregat
principal amount, as the case may be, of otherrgmsuthat we may issue may in turn be substantia
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may also grant registration rights covering thdsares of our Class A common stock or other seesriti connection with any such acquisiti
and investments.

The dual class structure of our common stock as t@ned in our charter documents has the effect @fmcentrating voting control with a
limited number of stockholders that held our stopkior to our initial public offering, including our founders and our executive officers,
employees and directors and their affiliates, anglwure capital investors, and limiting other stocluers’ ability to influence corporate
matters.

Our Class B common stock has 10 votes per shagieg@anClass A common stock has one vote per sBawekholders who hold shares
of Class B common stock, including our foundersyus investors and our executive officers, emgésyand directors and their affiliates,
together hold approximately 98.6% of the voting powf our outstanding capital stock. As a resoltthe foreseeable future, our pre-offering
stockholders will have significant influence oviee tmanagement and affairs of our company and beepitcome of all matters submitted to
our stockholders for approval, including the electof directors and significant corporate transagj such as a merger, consolidation or se
substantially all of our assets.

In addition, the holders of Class B common stodlectively will continue to control all matters swiitted to our stockholders for
approval even if their stock holdings represerg tban 50% of the outstanding shares of our constmgk. Because of the ten-to-one voting
ratio between our Class B and Class A common stbekholders of our Class B common stock colletfivéll continue to control a majority
of the combined voting power of our common stockosm as the shares of Class B common stock repraséeast 10% of all outstanding
shares of our Class A and Class B common stocls. @dnicentrated control will limit our Class A stbokders’ ability to influence corporate
matters for the foreseeable future, and, as atrébalmarket price of our Class A common stockade adversely affected.

Future transfers by holders of Class B common staltigenerally result in those shares convertiogtass A common stock, which
will have the effect, over time, of increasing tleéative voting power of those holders of Classofnmon stock who retain their shares in the
long term. If, for example, Mr. Shmunis retainggn#icant portion of his holdings of Class B commstock for an extended period of time, he
could, in the future, control a majority of the doimed voting power of our Class A and Class B comistock. As a board member,

Mr. Shmunis owes a fiduciary duty to our stockhodédend must act in good faith in a manner he resdgrbelieves to be in the best interests
of our stockholders. As a stockholder, even a odlitig stockholder, Mr. Shmunis is entitled to vdiis shares in his own interests, which may
not always be in the interests of our stockholderserally.

We have never paid cash dividends and do not aptiteé paying any cash dividends on our common stock.

We currently do not plan to declare dividends ocarstof our common stock in the foreseeable futateman to, instead, retain any
earnings to finance our operations and growth. Beeave have never paid cash dividends and do tiotpate paying any cash dividends on
our common stock in the foreseeable future, thg opportunity to achieve a return on your investtrierour company will be if the market
price of our Class A common stock appreciates andsgll your shares at a profit. There is no guarathat the price of our Class A common
stock that will prevail in the market after thidering will ever exceed the price that you pay.

If research analysts do not publish research or pgfs about our business, or if they issue unfavolalsgommentary or downgrade ot
Class A common stock, our stock price and tradir@ume may decline.

The trading market for our Class A common stock eépend in part on the research and reports ¢isatarch analysts publish about us
and our business. If we do not establish and maiaidequate research coverage or if one or molgsisavho covers us downgrades our si
or publishes inaccurate or unfavorable researchtadar business, the price of our Class A commoaksinay decline. If one or more of the
research analysts ceases coverage of our compdaysaio publish reports on us regularly, demamoddur Class A common stock may
decrease, which could cause our stock price oingacblume to decline.

Anti-takeover provisions in our restated certificate intorporation and bylaws that will be in effect ar upon consummation of this
offering and under Delaware corporate law could makn acquisition of us more difficult, limit attentp by our stockholders to replace or
remove our current management and limit the marlgtce of our Class A common stock.

Provisions in our certificate of incorporation dndaws may have the effect of delaying or preveptirchange of control or changes in
our management. Our certificate of incorporatiod Bylaws include provisions that:

«» authorize our board of directors to issue, withfauther action by the stockholders, up to 100,000,6hares of undesignated
preferred stock
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« require that, once our outstanding shares of Bassmmon stock represent less than a majority@tthmbined voting power of
our common stock, any action to be taken by owlstolders be effected at a duly called annual ecisph meeting and not by
written consent; specify that special meetingsusfstockholders can be called only by our boardikctors, the Chair of our
board of directors, or our Chief Executive Offic

«» establish an advance notice procedure for stockhgitbposals to be brought before an annual meetiolding proposed
nominations of persons for election to our boardiodctors;

« establish that our board of directors is dividet ilree classes, Class |, Class Il and Class/ith each class serving three-year
staggered term:

« prohibit cumulative voting in the election of diters;
« provide that our directors may be removed onlyciuse;

« provide that vacancies on our board of directorg befilled only by a majority of directors thenaffice, even though less than a
quorum;

« require the approval of our board of directorshar holders of a supermajority of our outstandirgyeb of capital stock to amend
our bylaws and certain provisions of our certifecaf incorporation; an

« reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giterny our stockholders to replace or remove otnectt management by making it
more difficult for stockholders to replace membefrour board of directors, which is responsibledppointing the members of our
management. In addition, because we are incorgbnatBelaware, we are governed by the provisionSetgftion 203 of the Delaware General
Corporation Law, which generally prohibits a Delagvaorporation from engaging in any of a broad eaofgjbusiness combinations with any
“interested” stockholder for a period of three yefmllowing the date on which the stockholder beeamn “interested” stockholder.

It em 2. Unregistered Sales of Equity Securities ahUse of Proceeds.
a) Sale of Unregistered Securities

From July 1, 2013 through September 30, 2013, wetgd to employees and consultants options to paechn aggregate of 1,833,250
shares of common stock at exercise prices rangorg $11.41 per share to $12.86 per share unde2@if Equity Incentive Plan (the “2010
Plan”).

From July 1, 2013 through September 30, 2013, Wwkavaggregate of 289,926 shares of Class B constomk upon the exercise of
options issued to certain of our directors, empdsyand consultants under our 2003 Equity Incertlae at exercise prices per share ranging
from $0.05 per share to $1.10 per share, for aneagde consideration of approximately $241,000.

From July 1, 2013 through September 30, 2013, Wwkavaggregate of 67,390 shares of Class B constomk upon the exercise of
options issued to certain of our employees unde26a0 Plan at exercise prices per share rangarg $1.40 to $4.48, for an aggregate
consideration of approximately $170,000.

On September 26, 2013 we granted to our outsideckirs options to purchase an aggregate of 33&@s of Class A common stock
under our 2013 Equity Incentive Plan at an exengigee of $13.00 per share (which was the inited-phare public offering price on our final
prospectus dated as of that date). The sharesc$ubjthe options vest in six equal monthly ifstehts on the 2& day of each month
beginning on October 26, 2013. The options hatezra of seven years, subject to earlier expiratioder certain circumstances.

None of the foregoing transactions involved anyamditers, underwriting discounts or commissiornrsaiy public offering and we
believe that each transaction was exempt fromefgestration requirements of the Securities Acteliance on Rule 701 promulgated under the
Securities Act as transactions pursuant to a cosgiery benefit plan approved by the Registrantartd@f directors, or Section 4(2) of the
Securities Act, as transactions by an issuer natiing a public offering. Each recipient of thecsirities in these transactions represented his
or her intention to acquire the securities for stw@ent only and not with a view to, or for resaleonnection with, any distribution thereof, ¢
appropriate legends were affixed to the sharefwaties issued in each
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such transaction. In each case, the recipienesepted that such recipient had received adequfateniation about the Registrant or had
adequate access, through his or her relationshipthe Registrant, to information about the Registr
b) Use of Proceeds from Public Offering of CommontSck

On October 2, 2013, we closed our IPO whereby §08®bshares of Class A common stock, which inclu#l&d5,000 shares of Class A
common stock sold by us (including 1,125,000 shafemmmon stock from the full exercise of the @lmtment option of shares granted to
the underwriters), and 80,000 shares of Class Anvomstock sold by the selling stockholders, wetd aba price of $13.00 per share. The
offer and sale of all of the shares in the inigiablic offering were registered under the Secwgifiet pursuant to a registration statement on
Form S-1 (File No. 33390815). Goldman, Sachs & Co., J.P. Morgan, BofAré.ynch, Allen & Company LLC, and Raymond Janestec
as the underwriters. We did not receive any proeéein the sales of shares by the selling stocldreldrhe total gross proceeds from the
offering to us after deducting underwriting disctauand commissions of $7.8 million and offering exges payable by us of $3.9 million, w
$99.4 million. There has been no material changhe planned use of proceeds from our initial fpublfering as described in our final
prospectus filed with the SEC on September 27, 20t8uant to Rule 424(b) of the Securities Act. Wested the funds received in registe
money market funds.

Item 3. Default Upon Senior Securities
None.

Item 4. Mine Safety Disclosures

None.

Iltem 5. Other Information

None.

Item 6. Exhibits.

The exhibits listed in the accompanying Exhibitdrdare filed or incorporated by reference as pittiie Quarterly Report.
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Exhibit
Number

EXHIBIT
INDEX

Description

Incorporated by
Reference From
Form

Incorporated
by Reference
From Exhibit

Number Date Filed

31.1

31.2

32.1*

32.2*

101.INS**
101.SCH**
101.CAL**
101.DEF**
101.LAB**
101.PRE**

Certification of the Chief Executive Officer pursudo Section 302 of
the Sarban«Oxley Act.

Certification of the Chief Financial Officer pursudo Section 302 of
the Sarban«Oxley Act.

Certification of the Chief Executive Officer pursudo Section 906 of
the Sarban«Oxley Act.

Certification of the Chief Executive Officer pursudo Section 906 of
the Sarban«Oxley Act.

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr

XBRL Taxonomy Extension Definition Linkbase Docun

XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

Filed herewith
Filed herewith
Furnished herewit
Furnished herewit

Furnished herewit
Furnished herewit
Furnished herewit
Furnished herewit
Furnished herewit
Furnished herewit

* The certifications furnished in Exhibits 32.4ca32.2 hereto are deemed to accompany this QlyaReport on Form 10-Q and will not
be deemed “filed” for purposes of Section 18 of 8eeurities Exchange Act of 1934, as amended. Sertliications will not be deemed
to be incorporated by reference into any filingsemthe Securities Act of 1933, as amended, oS#wirities Exchange Act of 1934, as
amended, except to the extent that the registpaattifically incorporates it by referenc

**  XBRL (E xtensible Business Reporting Languagéprmation is furnished and not filed or a partaofegistration statement or prospectus
for purposes of sections 11 or 12 of the Securiietsof 1933, as amended, is deemed not filed mppses of section 18 of the Securities
Exchange Act of 1934, as amended, and is othemassubject to liability under these sectic
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S IGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its behalf
the undersigned thereunto duly authorized.

RingCentral, Inc.

Date November 12, 201 By: /s/ Clyde Hosein

Clyde Hoseir
Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Office
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Exhibit 31.1

Certification of Principal Executive Officer
pursuant to
Exchange Act Rules 13a-14(a) and Rule 15d-14(a),
as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

[, Vladimir Shmunis, certify that:
1. | have reviewed this Quarterly Report on Forn-Q of RingCentral, Inc.

2. Based on my knowledge, this report does notaiormny untrue statement of a material fact or eonittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statemamid,other financial information included in thégport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaard for, the periods presented
in this report;

4. The registran$ other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procegorecaused such disclosure controls and procedoifge designed
under our supervision, to ensure that materiarinéion relating to the registrant, including itmeolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

(b) Evaluated the effectiveness of the registratisslosure controls and procedures and presenttisi report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

(c) Disclosed in this report any change in thesegnt's internal control over financial reportitigt occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to Brélly affect, the registrant’s internal contrafes the financial
reporting; anc

5. The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorslahe audit committee of registrant’s board oédiors (or persons performing the
equivalent functions

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectibgistrant’s ability to record, process, summaad report financial
information; anc

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samtifiole in the
registran’'s internal control over financial reportir

/s/ Vladimir Shmunis
Vladimir Shmunis

Chief Executive Officer and Chairman

(Principal Executive Officer

Date: November 12, 2013










Exhibit 31.2

Certification of Principal Financial Officer
pursuant to
Exchange Act Rules 13a-14(a) and 15d-14(a),
as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Clyde Hosein, certify that:
1. | have reviewed this Quarterly Report on Forn-Q of RingCentral, Inc.

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or donttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemeamid,other financial information included in thégport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaard for, the periods presented
in this report;

4. The registran$ other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procsdaoiee designed
under our supervision, to ensure that materiarinéion relating to the registrant, including itmeolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

(b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisi report our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

(c) Disclosed in this report any change in thesegnt's internal control over financial reportitigt occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrales the financial
reporting; anc

5. The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of registrant’s board oédiors (or persons performing the
equivalent functions

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summaad report financial
information; anc

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the
registran’'s internal control over financial reportir

/sl Clyde Hosein
Clyde Hosein

Executive Vice President and Chief Financial Offi
(Principal Financial Officer)

Date: November 12, 2013







Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of RingGahtinc. (the “Company”) on Form 1Q-for the quarterly period ended Septembe
2013 as filed with the Securities and Exchange Cision on the date hereof (the “Report”), |, Vladi®hmunis, Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. § 1280adopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934, as
amended; an

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and result of
operations of the Compan

Date: November 12, 2013

/s/ Vladimir Shmunis
Vladimir Shmunis

Chief Executive Officer and Chairman

(Principal Executive Officer







Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of RingGahtinc. (the “Company”) on Form 1Q-for the quarterly period ended Septembe
2013 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, Clydiesein, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to § 906 of the Sarbanes-Oxley®2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934, as
amended; an

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and result of
operations of the Compan

Date: November 12, 2013

/sl Clyde Hosein
Clyde Hosein

Executive Vice President and Chief Financial Offi

(Principal Financial Officer)







