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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwkmaking statements that are based on our managentetiefs 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 ares&ts of Operations.” Forwatdeking
statements include all statements that are nairidai facts and can be identified by terms sue Featicipates,” “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 performanc
* our anticipated growth and growth strategies anrdhbility to effectively manage that growth andeeffthese strategie
* anticipated trends, developments and challengesritbusiness and in the markets in which we opg
® our ability to anticipate and adapt to future chemin our industry

* our ability to anticipate market needs and develeyy and enhanced products and services to meet tiesesls, and our ability to
successfully monetize thel

®* maintaining and expanding our customer t

* maintaining, expanding and responding to changesiinelationships with other compani
* the impact of competition in our industry and inaten by our competitor:

® our ability to sell our product:

® our ability to expand our business to larger custenand internationall

* the impact of seasonality on our busine

* the impact of any failure of our solutions or sauatinnovations

® our reliance on our thi-party service provider:

* the potential effect on our business of litigatiorwhich we may become a par

* our liquidity and working capital requiremen

* the estimates and estimate methodologies use@papng our consolidated financial statements;
* the political environment and stability in the rexgs in which we or our subcontractors ope

Forward-looking statements involve known and unknaisks, uncertainties and other factors that nase our actual results,
performance or achievements to be materially diffiefrom any future results, performance or achieamts expressed or implied by the

forward-looking statements. We discuss these iiskgeater detail in the section entitled “Risk téms” and elsewhere in this Quarterly Report

on Form 10-Q. Given these uncertainties, you shoatgplace undue reliance on these forward-lookiagements. 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 beagaterially different from what we
expect.

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




PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

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

March 31, December 31
2014 2013
Assets:
Current assets:
Cash and cash equivalel 166,82t 116,37¢
Accounts receivable, n 3,87: 3,04t
Inventory 2,301 2,111
Prepaid expenses and other current a: 6,77t 5,21«
Total current assets 179,77! 126,74
Property and equipment, r 19,16¢ 16,66(
Other asset 1,86( 1,77
Total assets 200,79¢ 145,18!
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl 2,70¢ 4,41¢
Accrued liabilities 29,82¢ 20,55¢
Current portion of capital lease obligati 35€ 347
Current portion of lon-term debt 9,71¢ 9,871
Deferred revenu 18,31! 16,55:
Total current liabilities 60,91" 51,74
Long-term debi 22,25; 24,35¢
Sales tax liability 3,95¢ 3,98¢
Capital lease obligatio 12t 247
Other lon¢-term liabilities 1,78¢ 1,33¢
Total liabilities 89,03’ 81,67(
Commitments and contingencies (Note
Stockholders' equity:
Common stocl 7 6
Additional paic-in capital 254,82: 193,57:
Accumulated other comprehensive | (410 (310
Accumulated defici (142,659 (129,75
Total stockholders' equity 111,76. 63,51!
Total liabilities and stockholders' equity 200,79¢ 145,18!

See accompanying notes to condensed consolidatathficial statements




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

Three Months Ended

March 31,
2014 2013

Revenues:

Services $ 43,85( $ 32,27

Product 4,412 3,252
Total revenue 48,26 35,52¢
Cost of revenues:

Services 13,71« 10,70¢

Product 4,18¢ 3,02¢
Total cost of revenue 17,90 13,73:
Gross profit 30,35¢ 21,78t
Operating expenses:

Research and developmt 9,67: 7,50¢

Sales and marketir 23,95% 17,14

General and administrati 8,967 6,55(
Total operating expens 42,59° 31,19¢
Loss from operation (12,239 (9,409)
Other income (expense), net:

Interest expens (607) (639

Other income (expense), r (37) (203)
Other income (expense), r (63€) (842)
Loss before provision for income tax (12,87¢) (10,250
Provision for income taxe 28 12
Net loss $ (12,909 % (10,267)
Net loss per common sha

Basic and dilutel $ (0.200 $ (0.45)
Weighted-average number of shares used in compnéhtpss per
share
Basic and dilutel 63,80( 22,63:

See accompanying notes to condensed consolidatathficial statements




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

Three Months Ended

March 31,
2014 2013
Net loss $ (12,90¢) $ (10,26
Other comprehensive loss:
Foreign currency translation adjustments, (100) 20¢
Comprehensive loss $ (13,00¢) $ (10,059

See accompanying notes to condensed consolidatathficial statements




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

Three Months Ended

March 31,
2014 2013
Cash flows from operating activities:
Net loss $ (12,909 $ (10,26
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 2,11¢ 2,15¢
Sharebased compensatic 3,171 1,114
Noncash interest expense related to 73 82
Loss on disposal of ass¢ 4 —
Changes in assets and liabiliti
Accounts receivabl (82¢) (797)
Inventory (190 (279
Prepaid expenses and other current a: (1,567 (2,96%)
Other asset (187) 16C
Accounts payabl (1,359 (1,695
Accrued liabilities 7,00¢ 1,41
Deferred revenu 1,762 1,07:
Other liabilities 41E 502
Net cash used in operating activit (2,467) (9,497%)
Cash flows from investing activities:
Purchases of property and equipir (3,509 (3,939
Restricted investmen — (130
Net cash used in investing activiti (3,509 (4,064)
Cash flows from financing activities:
Net proceeds from secondary offering of commonks 57,16% —
Repayment of det (2,330 (2,019
Repayment of capital lease obligatic (113 (207
Payment of offering cos (24¢) (68)
Proceeds from exercise of stock options and cormstmok warrant: 1,94: 197
Net cash provided by (used in) financing activi 56,42 (1,985
Effect of exchange rate changes on cash and casba&mts @ ()
Net increase (decrease) in cash and cash equis 50,44¢ (15,549
Cash and cash equivalents:
Beginning of perioc 116,37¢ 37,86«
End of perioc $ 166,82( $ 22,32(
Supplemental disclosure of cash flow data:
Cash paid for intere: $ 29¢ $ 357
Cash paid for income tax 18 2C
Noncash financing activities:
Change in liability for unvested exercised opti $ 19 $ 55
Accrued liability for deferred offering cos 1,12¢ 101
Equipment purchased and unpaid at period 1,867 701

See accompanying notes to condensed consolidatathficial statements




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemenfUnaudited)

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

RingCentral, Inc. (the “ Company”) is a providersafitware-as-a-service (“SaaS”) solutions for besgncommunications. The Company
was incorporated in California in 1999 and wasgeiporated in Delaware on September 26, 2013. Tdmepgany’s condensed consolidated
balance sheets have been prepared to reflectitterporation in Delaware for all periods presentBie Company is headquartered in San
Mateo, California.

Public Offerings

On October 2, 2013, the Company completed an liptiblic offering (*IPO”) and sold 8,62 5,000 shamf Class A common stock to
the public, including the underwriters’ overallotmi@ption of 1,125,000 shares of Class A commoaoksémd 80,000 shares of Class A
common stock sold by selling stockholders, at egpaf $13.00 per share. The offer and sale offah@shares in the IPO were registered u
the Securities Act pursuant to a registration stet® on Form S-1 (File No. 333-190815) (the “IdiRegistration Statement”). The Company
received aggregate proceeds of $103,309,000 frentP®, net of underwriters’ discounts and commissidut before deduction of offering
expenses of approximately $4,032,000.

On March 11, 2014, the Company closed its seconaféeying and sold 7,991,551 shares of Class A comsiock to the public,
including 791,551 of the underwriters’ overallotrheption and 5,200,000 shares of Class A commasksold by selling stockholders, at a
price of $21.50 per share. The offer and salelaifahe shares in the secondary offering werestegéd under t he Securities Act pursuant to
registration statement on Form S-1 (File No. 3381132) (the “Secondary Registration Statement”). Thenpany received aggregate proceed
of $57,167,000 from the secondary offering, natrederwriters’ discounts and commissions, but bedle@uction of offering expenses of
approximately $1,055,000.

Basis of Presentatiol

The unaudited condensed consolidated financiamsimts and accompanying notes of the Company reflleadjustments (all of which
are normal and recurring in nature) that, in thmiop of management, are necessary for a fair ptasien 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 f or the entire gading December 31, 2014. Certain
information and note disclosures normally includednnual financial statements prepared in accarelaith 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
consolidated financial statements and related rfotebe fiscal year ended December 31, 2013 iredud the Company’s fiscal 2013 Annual
Report on Form 10-K. There have been no changig®i€ompanys significant accounting policies from those thatevdisclosed in the Con
any’s audited consolidated financial statementsHerfiscal year ended December 31, 2013.

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make estsiand assumptions that
affect the reported amounts of assets and liadsligind disclosure of contingent assets and ligsilit the date of the financial statements and
the reported amounts of revenues and expensegdheneporting period. The significant estimateglsnby management af fect revenues,
accounts receivable, the allowance for doubtfubaats, inventory and inventory reserves, shareehasmpensation, deferred revenue, return
reserves, provision for income taxes, uncertairptasitions, loss contingencies, sales tax liabsitind accrued liabilities. Management
periodically evaluates such estimates and thep@jtested prospectively based upon such perioditiatran. Actual results could differ from
those estimates.




RINGCENTRAL, INC.

Notes to Condensed Consolidated Financial StatemanfUnaudited)

Recent Accounting Pronouncemen

In July 2013, the Financial Accounting Standardaiiqthe “FASB”) issued Accounting Standards Upd&&U”) No. 2013-11,
Income Taxes (Topic 740) Presentation of an Unrezegl Tax Benefit When a Net Operating Lossry-forward, a Similar Tax Loss, or a
Tax Credit Carry-forward ExistsThe new guidance requires the netting of unreizegintax benefits (“UTBs"pgainst a deferred tax asset f
loss or other carry-forward that would apply intleshent of the uncertain tax positions. Under tee istandard, UTBs will be netted against al
available same-jurisdiction loss or other tax cdoryvards that would be utilized, rather than oagainst carry-forwards that are created by th
UTBs. The ASU is effective for fiscal years, antenim periods within those years, beginning aftec@mber 15, 2013. The ASU should be
applied prospectively to all UTBs that exist at #ffective date. Retrospective application is pé&edi The adoption of this guidance did not

have a significant impact on the Company’s constéd financial statements.

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

Cash
Money market fund
Total cash and cash equivale

Accounts receivable, net consisted of the follow(imgthousands):

Accounts receivabl

Unbilled accounts receivab

Allowance for doubtful accoun
Accounts receivable, n

Property and equipment, net consisted of the fatigwin thousands):

Computer hardware and softwz

Interna-use software development co

Furniture and fixture

Leasehold improvemen

Property and equipment, grc

Less: accumulated depreciati
Property and equipment, r

Accrued liabilities consisted of (in thousands):

Accrued compensation and bene
Accrued sales, use and telecom related t
Accrued expense
Other

Total accrued liabilitie:

March 31, December 31
2014 2013
37,80¢ $ 34,56
129,01¢ 81,81°
166,82 $ 116,37¢
March 31, December 31,
2014 2013
2532 % 2,192
1,461 99z
(120) (139
3,87 § 3,04¢
March 31, December 31,
2014 2013
3391 % 30,44¢
4,82% 4,63¢€
1,18i 1,123
1,56¢ 85¢
41,49( 37,07:
(22,326) (20,41))
19,16¢ $ 16,66(
March 31, December 31
2014 2013
7,230 $ 5,66(
4,64: 3,961
17,17: 10,16¢
781 764
29,82t $ 20,55¢




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 3. Fair Value of Financial Instruments

The Company carries certain financial assets ctingisf money market funds and certificates of defpat fair value on a recurring
basis. Fair value is based on the price that wbalceceived from selling an asset or paid to tearsfiability 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 basesdtegjorization within the hierarchy upon the lowesel of input that is available and
significant to the fair value measurement:

Level 1: Observable inputs which include unadjusfedted prices in active markets for identical essse liabilities.

Level 2: Observable inputs other than Level 1 ispstich as quoted prices for similar assets oilitiab, quoted prices for identical or similar
assets or liabilities in inactive markets, or otimguts that are observable or can be corrobotagezbservable market data for
substantially the full term of the asset or lialili

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 lepdiscounted cash flow methodologies or siméahniques.

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

Balance at
March 31, 2014 (Level 1) (Level 2) (Level 3)
Cash equivalent:
Money market fund $ 129,01¢ $ 72,72¢  $ 56,19/ % —
Other asset:
Certificates of depos $ 630 $ —  $ 630 3 —
Balance at
December 31, 2013 (Level 1) (Level 2) (Level 3)
Cash equivalent:
Money market fund $ 81,817 $ 72,717 $ 9,00 $ —
Other asset:
Certificates of depos $ 630 % — % 630 $ —

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

As of March 31, 2014, the Company’s debt is congatisf borrowings under loan and security agreemastamended, with Silicon
Valley Bank (“SVB") and TriplePoint Capital LLC (‘flplePoint”).

SVB Loan Agreemen

Under the SVB agreement, the Company has two oulistg growth capital term loans (i.e.,” the 201értdoan” and “the 2013 term
loan”), and a revolving line of credit.

The 2012 term loan was borrowed in March 2012 wifirincipal amount of $8,000,000 , which is beiegaid in 36 equal monthly
installments of principal and interest. Under tBd2term loan, interest is paid monthly and accaiesfloating rate based on the Company’s
option of the (i) prime rate plus a margin of 0.26%%.50% or (ii) adjusted LIBOR rate (based on,dw®, three or six-month interest periods)
plus a margin of 3.25% or 3.50%, in each case mualgin being determined based on cash balancedaimed with SVB. The Company
elected the prime rate option and, based on cdahdss maintained with SVB at March 31, 2014, tieent interest rate is 3.5%. In additio
final terminal payment equal to 0.5% of the oridjile@n principal is due at maturity. At March 3112, the outstanding principal balance of
the 2012 term loan was $2,667,000.

10




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

The 2013 term loan was borrowed on December 313 26th a principal amount of $ 15,000,000, whiclbéng repaid in 48 equal
monthly installments of principal and interestel@st is due monthly and accrues at a floatingtrased on the Company’s option of an annua
rate of either the (i) prime rate plus a margi®a%% or 1.00% or (ii) adjusted LIBOR rate (basadae, two, three or six-month interest
periods) plus a margin of 3.75% or 4.00%, in eadecsuch margin being determined based on cagfickalanaintained with SVB. The
Company elected the prime rate option and basexhsim balances maintained with SVB at March 31, 2thelcurrent interest rate is 4.0%. As
of March 31, 2014, the outstanding principal baéaotthe 2013 term loan was $14,375,000.

The revolving line of credit provides for a maximtoorrowing of up to $15,000,000 subject to limigsbd on the outstanding principal
balance of the 2012 term loan and recurring supen revenue amounts as defined in the agreerietrecurring subscription revenue
requirement is not expected to limit the amourtv@fowings available under the line of credit. Unthe line of credit, interest is paid monthly
and accrues at a floating rate based on the Corgaption of the (i) prime rate plus a margin a2®% or 0.50% or (ii) adjusted LIBOR rate
(based on one, two, three or six-month interegods) plus a margin of 3.25% or 3.50%, in each casé margin being determined based on
cash balances maintained with SVB. The Companyezlgbe prime rate option and based on cash balanamtained with SVB at March 31,
2014, the current interest rate is 3.5%. All outdtag principal and unpaid interest must be repgidugust 13, 2015. As of March 31, 2014,
the outstanding principal balance and the availbbleowing capacity of the line of credit were $118,000 and $1,556,000, respectively.

The Company has pledged all of its assets, exdudirellectual property, as collateral to secuseoibligations under the SVB agreem
The SVB agreement contains customary negative emterthat limit the Company’s ability to, amongeatthings, incur additional
indebtedness, grant liens, make investments, repsecstock, pay dividends, transfer assets andenoercpnsolidate. The SVB agreementals
contains customary affirmative covenants, includieguirements to, among other things, (i) maintainimum cash balances representing the
greater of $10,000,000 or three times the Companyesterly cash burn rate, as defined in the agee¢nand (ii) maintain minimum EBITDA
levels, as determined in accordance with the ageaernthe Company was in compliance with all covénander its credit agreement with
SVB as of March 31, 2014.

TriplePoint Loan Agreement

Under the equipment loan and security agreemehtTviplePoint, the Company borrowed equipment tkrams with aggregate
principal of $9,691,000 in August 2012. The equiptterm loans are being repaid in 36 equal montidtallments of principal and interest,
which accrues at an annual fixed rate of 5.75%dudition, a final terminal payment is due at mayuequal to 10% of the original loan
principal. At March 31, 2014, the outstanding piat balance of the TriplePoint equipment term loaas $4,492,000.

The TriplePoint equipment loan and security agregroentains customary negative covenants that timeitCompanys ability to, amon
other things, incur additional indebtedness, glians, make investments, repurchase stock, pagelids, transfer assets and merge or
consolidate. The TriplePoint equipment loan andisgcagreement also contain customary affirmatigeenants, including requirements to,
among other things, deliver audited financial steets. The Company was in compliance with all camés under its credit agreements with
TriplePoint as of March 31, 2014.

Other Debt

In April 2012, the Company borrowed $1,500,000inafce the purchase of software. The loan was medjt® be repaid in three equal
installments of $500,000 due in April 2012, Janu20¢3 and January 2014. The loan was repaid inrflldnuary 2014 in accordance with the
agreement.
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 5. Commitments and Contingencies
Leases

The Company leases facilities for office space umid@cancelable operating leases for its U.S. atetnational locations and has
entered into capital lease arrangements to obtajpepty and equipment for its operations. In additthe Company leases space from third
party datacenter hosting facilities under co-laaratigreements to support its cloud infrastructliméarch 2014, the Company entered into a
new lease for its office in Denver, Colorado fopagximately 40,000 square feet for a total leagaradment of $4.7 million through 2019.
The agreement contains escalating monthly rentahpats over the lease term, which will be amortizetent expense on a straight-line basis
over the lease term.

Sales Tax Liability

During 2010 and 2011, the Company increased iessald 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 comneeocakecting and remitting sales taxes on
sales in all states so a loss contingency relatedles taxes exists for sales and marketing &ietivin 2010, 2011 and the six months ended
June 30, 2012. As of March 31, 2014 and Decembg2(@®113, the Company had a balance for a long-tatesgtax liability of $3,952,000 and
$3,988,000, respectively, based on its best estiiahe probable liability for the loss continggriecurred as of those dates. The Company’s
estimate of a probable outcome under the lossrgerticy is based on analysis of its sales and niagkattivities, revenues subject to sales
and applicable regulations in each state in eadbgheNo significant adjustments to the lotegm sales tax liability have been recognized &
accompanying condensed consolidated financialrataiés for changes to the assumptions underlyingdtimate. However, changes in
management’s assumptions may occur in the fututeeaS€ompany obtains new information which canltéswadjustments to the recorded
liability. Increases and decreases to the long-tates tax liability are recorded as general amdimidtrative expense.

A current sales tax liability for noncontingent amts expected to be remitted in the next twelve ttnoof $ 3,888,000 and $3,451,000,
is included in accrued liabilities as of March 2014 and December 31, 2013, respectively.

Legal Matters

The Company determines whether an estimated loss drcontingency should be accrued by assessintherte loss is deemed
probable and can be reasonably estimated. The Gongssesses its potential liability by analyzinggsfic litigation and regulatory matters
using reasonably available information. The Compdenyelops its views on estimated losses in cortsuttavith inside and outside counsel,
which involves a subjective analysis of potentésults and outcomes, assuming various combinatibagpropriate litigation and settlement
strategies. Legal fees are expensed in the pariadhich they are incurred. As of March 31, 2014 Betember 31, 2013, the Company did nc
have any accrued liabilities recorded for such tasgingencies.

Note 6. Share-Based Compensation

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

Three Months Ended

March 31,
2014 2013
Cost of services revenu $ 29€ $ 81
Research and developmt 652 27¢
Sales and marketir 96(C 17¢
General and administratiy 1,26¢ 57¢
Total shar-based compensation expel $ 3,177 $ 1,11¢
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

A summary of share-based compensation expense éndaype follows (in thousands):

Options

Employee stock purchase plan rig
Restricted stock uni

Total shar-based compensation expel

Three Months Ended

March 31,
2014 2013
$ 2,45¢ $ 1,11«
50E —
21¢€ —
$ 3,171 $ 1,11«

As of March 31, 2014 and December 31, 2013, there approximately $22,176,000 and $22,439,000 fagynized share-based
compensation expense, net of estimated forfeituedsted to nonvested stock option grants, whidhbeirecognized on a straight-line basis
over the remaining weighted-average vesting perd@dpproximately 2.8 years and 3.0 years, respalgti

Equity Incentive Plans

As of March 31, 2014 a total of 9,126,06iares remained available for grant under the Z0d8. A summary of option activity unt
all of the Company’s equity incentive plans at Me8d, 2014 and changes during the period then eisde@sented in the following table:

Outstanding at December 31, 2(
Grantec

Exercisec

Canceled/Forfeite

Outstanding at March 31, 20:

Vested and expected to vest as of March 31, .
Exercisable as of March 31, 20

Weighted-
Number of Weighted- Average Aggregate
Options Average Contractual Intrinsic
Outstanding Exercise Price Term Value
(in thousands) Per Share (in Years) (in thousands)
11,15¢ $ 5.87 77 $ 139,48
20¢ 20.7¢
(1,621) 1.2C
(64) 9.7¢€
9,68( $ 6.94 79 $ 108,55.
9,03¢ $ 6.7 7.8 $ 103,13-
4,11z $ 3.2z 6.7 $ 61,21

The weighted average grant date fair value of ogtigranted and the total intrinsic value of optierercised were as follows (in

thousands, except weighted average grant datediaie):

Weighted average grant date fair value per s
Total intrinsic value of options exercis

Three Months Ended

March 31,
2014 2013
$ 866 $ 4.28
$ 27,39¢ $ 803
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

The Company estimated the fair values of each n@twarded on the date of grant using the Black-Bshaption pricing model,
which requires inputs including the fair value ohemon stock, expected term, expected volatilisk-free interest and dividend yield. The
weighted-average assumptions used in the opti@mpgrimodels and the resulting grant date fair valustock options granted to employees
and non-employees in the periods presented wefmlawss:

Three Months Ended

March 31,
2014 2013
Expected term for employees (in yez 4.7 6.1
Expected term for n-employees (in year: 7.0 10.C
Risk-free interest rat 1.42% 1.15%
Expected volatility 48% 55%
Expected dividend raf 0% 0%

On January 29, 2014, the Compensation Committé@edBoard of Directors approved an amendment teedse the contractual te
of all equity awards issued from the 2013 Plan fidvyears to 7 years for all awards granted a#teudry 29, 2014.

Employee Stock Purchase Ple

The ESPP allows eligible employees to purchaseeshafrthe Class A common stock at a discount thrquayroll deductions of up to t
lesser of 15 % of their eligible compensation 08,8R0 per calendar year, at not less than 90%eofiatin market value, as defined in the ESPP
subject to any plan limitations. A participant n@ayrchase a maximum of 3,000 shares during an offgrériod. The offering period starts on
the first trading day on or after May 11th and Nmber 11th of each year, except that the first offeperiod commenced on the first trading
day following the effective date of the Companyigial Registration Statement, and the offeringg@@ends six months after the beginning of
the offering period, on the last trading day omfter May 10th and November 10th of each yearhatend of the offering period, the purchase
price is set at the lower of: (i) the fair valuetbé Company’s common stock at the beginning oktkenonth offering period, and (ii) the fair
value of the Company’s common stock at the enth@&ix month offering period. At March 31, 2014otal of 1,872,000 shares were
available for issuance under the ESPP.

Restricted Stock Unit

For the three months ended March 31, 2014, we ds264,300 restricted stock units of Class A comstock under the 2013 Plan with
a weighted average grant date fair value of $2peé8Gshare. As of March 31, 2014, there was a t§t$5,915,000 of unrecognized share-base
compensation expense, net of estimated forfeituedsted to restricted stock units, which will leeognized on a straight-line basis over the
remaining weighted-average vesting period of apprately 3.8 years.

Note 7. Concentrations

Revenue by geographic location is based on thiadpidlddress of the customer. More than 90% of thegany’s revenue is from the
United States during the three months ended MatcR@14 and 2013. Property and equipment by gebgragcation is based on the location
of the legal entity th at owns the asset. At Ma3&h2014 and December 31, 2013, more than 88% 4¥td &spectively, of the Company’s
property and equipment was located in the UnitedeSt with no single country outside the Unitedestaepresenting more than 10% of
property and equipment.

Note 8. Income Taxes
The provision for income taxes for the three momthded March 31, 2014 and 2013, was $28,000 an@@1,2respectively. The
provision for income taxes consisted primarily afeign income taxes.

For the three months ended March 31, 2014 and 2B&3rovision for income taxes differed from th&tstory amount primarily due to
state and foreign taxes currently payable, andCttrapany realized no benefit for current year loskesto maintaining a full valuati on
allowance against the U.S. and foreign net defaardssets.
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

The realization of tax benefits of deferred taxetsss dependent upon future levels of taxablenremf an appropriate character, in the
periods the items are expected to be deductibiaxaible. Based on the available objective evidetheeCompany does not believe it is more
likely than not that the net deferred tax asselsbeirealizable. Accordingly, the Company has fuled a full valuation allowance against the
domestic and foreign net deferred tax assets Baoth 31, 2014 and December 31, 2013. The Compaapds to maintain the remaining
valuation allowance until sufficient positive evithe exists to support a reversal of, or decregdbérnvaluation allowance.

During the three months ended March 31, 2014, thave been no material changes to the total amofiarirecognized 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 sledi@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 sharésammon stock, including preferred stock,
warrants to exercise common and preferred stoclstowk options, to the extent they are dilutiveobphe effectiveness of the Initial
Registration Statement and the filing of its Cégtife of Incorporation in Delaware on September2pd.3, all outstanding preferred stock and
warrants to purchase preferred stock were convéstedmmon stock and warrants to purchase comnumk stespectively. For the three
months ended March 31, 2014 and 2013, all such camstock equivalents have been excluded from dilotg loss per share as the effect to
net loss per share would be anti-dilutive.

The following table sets forth the computationlw Company’s basic and diluted net loss per sHazteromon stock (in thousands,
except per share data):

Three Months Ended

March 31,
2014 2013

Numerator

Net loss $ (12,909 $ (10,267)
Denominatol

Weighted-average common shares for basic and dihaé

loss per shar 63,80( 22,63

Basic and diluted net loss per sh $ (0.20) $ (0.45)

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

Three Months Ended

March 31,
2014 2013
Shares of common stock issuable upon conversipnedérred
stock — 30,36¢
Shares of common stock issuable upon conversigragfants 70 337
Shares of common stock subject to repurcl 25 75
Shares of common stock issuable under equity ineeptans
outstandin 9,99¢ 8,72
Potential common shares excluded from diluted oet per
share 10,09/ 39,50¢
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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 bad in conjunction with our
condensed consolidated financial statements aradeélnotes appearing elsewhere in this QuarterlgdRieon Form 10-Q and our Annual
Report on Form 1-K filed on February 26, 2014 under the Securifdes of 1934, as amended (the “Securities Act”) viite SEC. As disc
ussed in the section titled “Special Note Regardtogward-Looking Statements,” the following disdossand 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, thaentified below, and those discussed in the sediiled “Risk Factors” included under
Part Il, Item 1A below

Overview

We are a leading provider of software-as-a-senac&aas, solutions for business communicationsb®lieve that our innovative,
cloud-based approach disrupts the large markdiusiness communications solutions by providingifiexand cost-effective services that
support distributed workforces, mobile employeed e proliferation of “bring-your-own” communicatis devices. We enable convenient
and effective communications for our customers, across alt theations, all their employees, all the time,2famnabling a more productive &
dynamic workforce. RingCentral Office, our flagsisigrvice, is a multi-user, enterprise-grade compaiigns solution that enables our
customers and their employees to communicate ffiereint channels and on multiple devices, includin@artphones, tablets, PCs and desk
phones. We sell RingCentral Office in three edsidBtandard, Premium and Enterprise. Our Starigditcbn of RingCentral Office includes
call management, mobile applications, voice, bussr®MS, integration with Dropbox, Box, Google Draved Microsoft Office and Outlook,
and conferencing capabilities. Our Premium Editrmtudes the Standard Edition functionality togetivéh Salesforce CRM integration,
automatic call recording and premium support. OuteEprise Edition was launched in 2013. In Jan2&d4, we added multipoint HD video
and web conferencing and online meetings functipntd our Enterprise Edition. We plan to offeeie new features (multipoint HD video
and web conferencing and online meetings) in oan&ird and Premium Editions going forward.

We founded our business in 1999 and currently dffee services: RingCentral Office, RingCentralfssional, and RingCentral F
Prior to 2009, substantially all of our revenuesenvderived from RingCentral Professional, whichpweviously sold as RingCentral Mobile,
from RingCentral Fax, and from Extreme Fax, a disicmed service. In 2009, we began selling Ring2é@ffice, our current flagship
service, to deliver an enterprise-grade SaaS mséi-communications solution, with advanced inbcamd outbound voice, text and fax
capabilities delivered as a scalable solution.dh£ the Company introduced HD video and web cemiging capabilities to the existing
scalable solutions.

We primarily generate revenues by selling subgorigtfor our RingCentral Office, RingCentral Prafiesal, and RingCentral Fax
offerings. RingCentral Office is offered at montisiybscription rates, varying with the specific ftimcalities and services and the number of
users. RingCentral Office customers generally pghidr monthly subscription rates than customesuofother service offerings. RingCentral
Professional is offered at monthly subscriptiomrsahat vary based on the desired number of minustgge and extensions allotted to the plan.
RingCentral Fax is offered at monthly subscriptiates that vary based on the desired number ofspagd phone numbers allotted to the plan

Our subscription plans have historically had monthlannual contractual terms and ove8®f our current customers are on mon
contractual terms, although we also have subserigilans with multi-year contractual terms, gergnaith larger customers. We believe that
this flexibility in contract duration is importatd meet the different needs of our customers. Gdlgepur fees for subscription plans have b
billed in advance via credit card. However, asrthmber of RingCentral Office customers with moreraggrows, we expect to bill more
customers through commercial invoices with custgnpalyment terms and, accordingly, our levels obaots receivable may increase. For
three months ended March 31, 2014 and 2013, servéeenues accounted for more than 90% of our tet@nues. The remainder of our
revenues is primarily comprised of product reverfoes the sale of pre-configured office phones,ahhive offer as a convenience to our
customers in connection with subscriptions to @uvises.

Beginning in 2009, in connection with our introdoat of RingCentral Office, we established a dirétsjde sales force. Since then, we
have continued investing in our direct, inside sd¢gce while also developing indirect sales chésttemarket our brand and our service
offerings. Our indirect sales channel consists éf@vork of over 1, 500 sales agents and reseitaisiding AT&T, which we refer to
collectively as resellers. We intend to continuéotster this network and to expand our network \eitier resellers.
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Since its launch, our revenue growth has primdégn driven by our flagship RingCentral Office $e\woffering, which has resulted in
an incr eased number of customers, increased avstdxgcription revenues per customer, and increaseation of our existing customer and
user base. We define a “customer” as one indivitlilithg relationship for the subscription to owarsices, which generally correlates to one
company account per customer. We define a usemaperson within a customer who has been gransethscription license to use our
services, such that the number of users per custgemerally correlates closely to the number of leyges within a customer account. As of
March 31, 2014, we had over 300,000 customers nglustries including advertising, finance, healtlegdegal services, non-profit
organizations, real estate, retail and technolagg,ranging in size from businesses with fewer ttansers to more than 900 users. In Octobe
of 2013, we launched RingCentral Office in the E@diKingdom. For the three months ended March 314 2d 2013, 99% of our total
revenues were generated in the U.S. and Canadaugh we expect the percentage of our total revedasved outside of the U.S. and Car
to grow as we expand internationally in the Unitédgdom and beyond.

The growth of our business and our future succepsmtd on many factors, including our ability to @xg 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. For example, as a result of ofios$ to expand our customer base to target medized and larger businesses, we expect to
incur additional research and development and stipgpd professional services costs and may experiemger sales cycles that may delay
revenues associated with these costs. Furtherfecause we have limited experience selling to tavgsinesses and international customers,
our investment in marketing our services to thestential customers may not be successful, whicldomaterially and adversely affect our
results of operations and our overall ability towgrour customer base. While these areas repreggificant opportunities for us, they also
pose risks and challenges that we must successidlyess in order to sustain the growth of ourriss and improve our operating results. In
addition, there has been and may be in the futubstantial litigation in the areas in which we ggerregarding intellectual property rights,
including third parties claiming patent infringenteto which we have been subjected in the pashaaylbe subjected in the future. We cannot
assure you that we will be successful in defendigainst any such claims or that we will be ablsetile any such claims or that any such
settlement would be on terms that are favorablesto

We have experienced significant growth in recemiogks, with total revenues of $78.9 million, $114n8lion and $160.5 million in
2011, 2012 and 2013, respectively, generating gear-year increases of 45% and 40%, respectively h@le continued to make significant
expenditures and investments, including thosesearch and development, infrastructure and opasatiad incurred net losses of $13.9
million, $35.4 mil lion and $46.1 million, in 2012012 and 2013, respectively. For the three moatided March 31, 2014 and 2013, our total
revenues were $48.3 million and $35.5 million, extjvely, representing a year-over-year increass6é6. For the three months ended March
31, 2014 and 2013, our net losses were $12.9 mitlizd $10.3 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 resihitd may be expected for any future period (irudamds):

Three Months Ended

March 31,
2014 2013

Revenues:

Services $ 43,85( $ 32,27

Product 4,412 3,252
Total revenue 48,26: 35,52¢
Cost of revenues:

Services 13,71« 10,70¢

Product 4,18¢ 3,02¢
Total cost of revenue 17,90 13,73
Gross profit 30,35¢ 21,78¢
Operating expenses:

Research and developmt 9,67: 7,50¢

Sales and marketir 23,957 17,14

General and administratiy 8,961 6,55(
Total operating expens 42,59% 31,19¢
Loss from operation (12,23¢) (9,409)
Other income (expense), net:

Interest expens (601) (63¢9)

Other income (expense), r (37) (203)
Other income (expense), r (63€) (842)
Loss before provision for income tax (12,87¢) (10,25()
Provision for income taxe 28 12
Net loss $ (12,90¢) $ (10,267)

Percentage of Total Revenues:

Three Months Ended

March 31,
2014 2013

Revenues:

Services 91% 91%

Product 9 9
Total revenue 10C 10C
Cost of revenues:

Services 28 30

Product 9 9
Total cost of revenue 37 39
Gross profit 63 61
Operating expenses:

Research and developmt 20 21

Sales and marketir 50 48

General and administratiy 19 19
Total operating expens 89 88
Loss from operation (26) (27)
Other income (expense), net:

Interest expens @ 2

Other income (expense), r — —
Other income (expense), r (1) (2)
Loss before provision for income tax (27) (29
Provision for income taxe — —
Net loss (27)% (29%
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Comparison of the Three Months Ended March 31, 2014nd 2013 (dollars in thousands):

Revenue:
Three Months
Ended March 31,
(in thousands, except percentage 2014 2013 $ Change % Change
Revenues
Services $ 4385( $ 32,27 $ 11,577 36%
Product 4,412 3,252 1,16( 36%
Total revenue: $ 48,26: $ 35,52F $ 12,737 36%
Percentage of revenue
Services 91% 91%
Product 9 9
Total 10C% 10C%

Service revenues increased by $11.6 million froenttiiee months ended March 31, 2013 to the threghm@nded March 31, 2014,
primarily due to the acquisition of new customerd an increase in the number of users within oigtiexy customer base. In addition, our
services revenues mix contained a higher propodidRingCentral Office customers for the three nhgrended March 31, 2014 compared to
the three months ended March 31, 2013, which aafigher monthly subscription rate versus our oleevice offerings. While the acquisition
of new customers and the increase in the numbeserfs within our existing customer base were tiragiy reasons for the increase, the trend
for these factors have varied from period to pessgome customers made a small initial user siptiser followed by a larger additional user
subscription, while other customers made a larglmser subscription followed by a smaller aduial user subscription. In addition, the
period of time between a customer’s initial sulygtoh and the purchase of additional subscriptiarsed significantly, ranging from one
month to a few years. The overall growth in ourtooeer base was primarily driven by increased bamdreness of our services, driven by
increases in our sales and marketing expenditdré8% for the three months ended March 31, 2014pzoed to the three months ended
March 31, 2013, which include advertising and splErsonnel expenditures that we believe helpedditithte increased customer acceptance
of our services.

Product revenues increased by $1.2 million fromttihee months ended March 31, 2013 to the threeglhm@nded March 31, 2014,
primarily due to increased phone sales driven bygtowth of new customers of RingCentral Officevttich we sell more phones compared to
customers that purchase our other service offerings

Cost of Revenues and Gross Profit

Three Months
Ended March 31,

(in thousands, except percentage 2014 2013 $ Change % Change
Cost of revenues
Services $ 13,71« $ 10,70¢ $ 3,00t 28%
Product 4,18¢ 3,02¢ 1,161 38%
Total cost of revenue $ 17,90 $ 13,737 $ 4,16¢ 30%
Gross profit:
Gross profit % 63% 61%

Cost of services revenues increased by $3.0 miftiam the three months ended March 31, 2013 tdhtee months ended March 31,
2014, primarily due to increases of $ 1.0 milliarpersonnel costs for employees and contractakiding higher share-based compensation
expenses of $0.2 million and increases of $1.5anilin third-party telecommunications service pdwrifees. The higher personnel costs for
the three months ended March 31, 2014 were priynduié to a 13% increase in ending average headcbuatincreases in headcount and ¢
expense categories described herein were drivemapily by investments in our infrastructure andawfy to improve the availability of our
service offerings, while also supporting the growmtimew customers and increased usage of our gsrbig our customer base.

Cost of product revenues increased by $1.2 mifliom the three months ended March 31, 2013 tohteetmonths ended March 31,
2014 due to an increase in phone sales, which vimsply driven by the growth in new RingCentralfoé customers. Phone sales for the
three months ended March 31, 2014 increased by@8#pared to the same period of the prior year.

Our gross margin percentagesre 63% and 61% for the three months ended MatcB@L4 and 2013, respectively. The change in ¢
margin for the three months ended March 31, 201gtpranarily due to a reduction in per usage feaswe paid to
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third-party telecommunications service providersiassult of increased call traffic and economiescale obtained in our operations personne
and infrastructure, partially offset by increasedduct sales which carry low to negative gross mngpgrcentages.

Research and Developme

Three Months
Ended March 31,

(in thousands, except percentage 2014 2013 $ Change % Change
Research and developme $ 9,67 $ 7,50 % 2,16¢ 29%
Percentage of total revent 20% 21%

Research and development expenses increased bgniion from the three months ended March 31, 2@ifhe three months ended
March 31, 2014 primarily due to increases in pensbrosts for employees and contractors of $ 2lllomjincluding increased share-based
compensation expenses of $0.4 million. The higleesgnnel costs for the three months ended MarcB@®IY were primarily due to a 7%
increase in ending average headcount. The incr@asesearch and development headcount were inosuippthe development of additional
software development projects for our cloud-basetiraobile applications.

Sales and Marketing

Three Months
Ended March 31,

(in thousands, except percentage 2014 2013 $ Change % Change
Sales and marketir $ 23957 $ 17,14: $ 6,81¢ 40%
Percentage of total revent 50% 48%

Sales and marketing expenses increased by $6i8mfilbm the three months ended March 31, 2018édtiree months ended March
31, 2014 primarily due to: increases in personnstcfor employ ees and contractors of $3.4 millinaluding higher share-based
compensation expenses of $0.8 million; and incieasether sales and marketing related activitfeb2o7 million. The higher personnel costs
for the three months ended March 31, 2014 wereaiiyndue to a 15% increase in ending average readcWe hired additional sales
personnel to focus on adding new customers andasarg penetration within our existing customeebd$e increases in other sales and
marketing related activities for the three monthdesl March 31, 2014 relate primarily to increasethird-party sales commissions of $1.1
million and increases in internet advertising cast$0.4 million. The increases in sales and mamgeteadcount and other expense categories
described herein were necessary to support ourtrstrategy to acquire new customers and estabiesid recognition to achieve greater
penetration into the North American and United Kiogp markets.

General and Administrative

Three Months
Ended March 31,

(in thousands, except percentages) 2014 2013 $ Change % Change
General and administratiy $ 8,967 $ 6,55C $ 2,417 37%
Percentage of total reven 19% 19%

General and administrative expenses increased dyn$iflion from the three months ended March 3112 the three months ended
March 31, 2014 primarily due to: an increase irspanel costs for employees and contractors of ®dln, including share-based
compensation expenses of $0.7 million. The higleesgnnel costs for the three months ended MarcB®Y4 were primarily due to an incre.
of 34%in ending average headcount. The increases ircheatwere a result of operating as a public compiacluding costs to comply wi
the rules and regulations applicable to compaisésd on a national securities exchange, costterkta compliance and reporting obligations
pursuant to the rules and regulations of the SEC.

Other Income and Expense, net

Three Months
Ended March 31,

(in thousands, except percentages) 2014 2013 $ Change % Change
Other income (expense), n

Interest expens $ (601) $ (639 $ 38 6%
Other income (expense), r $ 37 % (203 $ 16€ 82%

20




Other income (expense), net decreased for thegsepiiesented primarily due to lower exchange losadsreign currency transactions
period over period.

Liquidity and Capital Resources

To date, we have financed our operations primdhnitgugh sales to our customers, private placenwdrasr preferred stock, proceeds
from issuance of debt, proceeds from our initiad aacondary offerings. We believe that our exisligugidity sources will satisfy our cash
requirements for at least the next 12 months. Adarfch 31, 2014 and December 31, 2013, we had 8I68lion and $116.4 million,
respectively, of cash and cash equivalents.

On March 11, 2014, we closed our secondary offaninghich 7,991,551 shares of Class A common statkch included 2,791,551
shares of Class A common stock sold by us and )20Ghares of Class A common stock sold by tHmgedtockholders, were dd at a price
of $21.50 per share. The offer and sale of alhefghares in the secondary offering were registeneér the Securities Act pursuant to a
registration statement on Form S-1 (File No. 333113) (the “Secondary Registration Statement”).didenot receive any proceeds from the
sales of shares by the selling stockholders. Tta gooss proceeds from the offering to us afteludéing underwriting discounts and
commissions of $2.9 million and offering expensagagble by us of $1.1 million, were $56.1 million.

A significant majority of our customers are on 3¢dubscription periods and billed at the beginmihgach 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 sheets as a liability. Deferred revenusistmof the unear ned portion of billed fees far software subscriptions, which we recognize
as revenue in accordance with our revenue recognitblicy. As of March 31, 2014 and December 31,30ve had deferred revenue of $18.3
million and $16.6 million, respectively. We willaegnize this deferred revenue when all of the reea®cognition criteria are met.

As of March 31, 2014 , the carrying value of ngiagable totaled $32.0 million. The balance congis®17.0 million in term loans
under an amended loan and security agreement vlitbrSValley Bank, or SVB, $10.5 million under evolving line of credit pursuant to an
amended loan and security agreement with SVB, drfel @illion from TriplePoint Capital LLC, or TripRoint, under an equipment term loan.

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

Three months endec

March 31,
2014 2013
Net cash used in operating activit $ (2,467 $ (9,499
Net cash used in investing activiti (3,509 (4,069
Net cash provided by (used in) financing activi 56,42: (1,985
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Net Cash Used in Operating Activiti¢

Cash used in operating activities is significaimijuenced by the amount of cash we invest in pameb, marketing, and infrastructure
support the anticipated growth of our businessjnbeease in the number of customers using ourdelmsed software, and the amount and
timing of customer payments. For all of the peripdssented, we experienced increases in custorgaisitton costs combined with increases
in investments in personnel and infrastructurepfihich have significantly exceeded the growtloim customer base, driving net losses from
operations. Cash used in operating activities fgerically come from net losses offset by non-caspense items, such as depreciation and
amortization of property and equipment, and shaigetl compensation, as well as working capital sun€ cash driven by increases in
accounts payable, accrued liabilities and deferegdnue. As we continue to invest in personnelketarg, and infrastructure to support the
anticipated growth of our business, we expect tdinae to use cash in our operating activities.

Net cash used in operating activities decrease®l7ty million from the three months ended MarchZ11,.3 to the three months ended
March 31, 2014, primarily due to: a $5.6 milliortiease in source of cash from accrued liabiligedecrease in use of cash of $1.4 million in
prep aid expenses and other current assets; arfilioh increase in source of cash from deferraecereie; and a $2.0 million increase in non-
cash charges, including depreciation, amortizatimial, share-based compensation expenses. Thesesoficash were offset by an increase i
net loss of $2.6 million. The changes in accruatilities and prepaid and other current assetdtnesmarily from the timing of payments to
our vendors. The higher net loss and non-cash ebagjlect the investments we have made in ounbkasiand infrastructure to support
expected future growth.

Net Cash Used in Investing Activitie

Our primary financing activities have consistedapital expenditures to purchase equipment negessaupport our data center
facilities and our network and other operationsofis business grows, we expect our capital expereditto continue to increase.

Net cash used in investing activities decrease®iOo§ million from the three months ended MarchZ113 to the three months ended
March 31, 2014, primarily due to timing of paymergkated to purchases of property and equipmerditidehal investments in capital
equipment are necessary to support additional dgpawur platform to support our increasing custr base, as well to support the increas
headcount levels in all functions of our business.

Net Cash Provided by Financing Activitie

Our primary financing activities have consistegofate placements of our preferred stock, procéexas issuance of debt, as well a s
proceeds from our IPO and secondary offering coteglen October 2013 and March 2014, respectively.

Net cash provided by financing activities increabg$58.4 million from the three months ended Ma3&h2013 to the three months
ended March 31, 2014, primarily due to $57.2 millio proceeds from our secondary offering in Ma26i4 (net of underwriters’ discounts
and commissions, but before deduction of offerixigemses paid by us) and a $1.7 increase in pro¢emdshe exercise of stock option s and
common stock warrants, offset by a $0.3 milliorr@ase in use of cash for repayment of debt.

Backlog

We have generally signed monthly and annual suftsmmni contracts for our services. The timing of owoices to our customers is a
negotiated term and thus varies among our serapgacts. For multiple-year agreements, it is comnwoinvoice an initial amount at contract
signing followed by subsequent annual invoicesaiyt point in the contract term, there can be anstivat we have not yet been contractually
able to invoice. Until such time as these amourdsravoiced, we do not recognize them as revenuesarned revenue or elsewhere in our
consolidated financial statements. Our subscriptians have monthly, annual, and multiple-year i@ttial terms, however over 90% of our
current customers are on monthly contractual teAasordingly, the vast majority of our customerséaverage non-cancelable terms of 30
days or less. The change in backlog that resuta frthanges in the average nmamcelable term of our subscription arrangementsmabe ai
indicator of the likelihood of renewal or expecfeture revenues and therefore we do not utilizeklogcas a key management metric internally
and do not believe that it is a meaningful measergrof our future revenues.
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Contractual Obligations and Commitments

Except as set forth below and in Note 5, there werenaterial changes in our commitments under aotual obligations, as disclosed in
the Company'’s audited consolidated financial stat@sfor the year ended December 31, 2013. In M20dH, we entered into a new lease fol
its office in Denver, Colorado for approximately,d@0 square feet for a total lease commitment of $dllion through 2019. | n March 2014,
we entered into an amendment to increase the &mer @orporate headquarters by an additional 9safi@re feet for an additional lease
commitment of $0.2 million through the end of 2014.

Contingencies

There has been and may be in the future substiitijation in the areas in which we operate regagdntellectual property rights,
including third parties claiming patent infringemewe record a provision for a liability when welibge that it is both probable that a liability
has been incurred, and the amount can be reasonably &stimSignificant judgment is required to deternfinéh probability and the estimat
amount. Such legal proceedings are inherently wliqteble and subject to significant uncertainte&sne of which are beyond our control.
Should any of these estimates and assumptions elmngove to be incorrect, it could have a makémigact on our results of operations,
financial position, and cash flows.

Off-balance Sheet Arrangements

During the three months ended March 31, 2014 aid®,20e did not have any relationships with uncadsded organizations or
financial partnerships, such as structured finacgpecial purpose entities that would have betablshed for the purpose of facilitating off-
balanc e sheet arrangements.

Item 3: Quantitative and Qualitative Disclosures Almut 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 tradmgposes.

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 sultiesignificant foreign currency risk. Our operatiexpenses are denominated in the currencies
of the countries in which our operations are logatehich are primarily in the U.S., Canada, thdippines, Russia, Ukraine, UK and China .
In the first quarter of 2013, we formed a whollyreed subsidiary in the Netherlands and in the seqoadter of 2013, we formed a wholly
owned subsidiary in Switzerland. Our consolidaesiifts of operations and cash flows are, therefutgiect to fluctuations due to changes in
foreign currency exchange rates and may be adyeaffelcted in the future due to changes in for@igohange rates. To date, we have not
entered into any hedging arrangements with regpdoteign currency risk or other derivative finaldénstruments. During the three months
ended March 31, 2014 and 2013, the effect of a thgtizal 10% change in foreign currency exchanggsrapplicable to our business would
not have had a material impact on our consolidfiteahcial statements, respectively.

Interest Rate Sensitivit

We had cash and cash equivalents of $166.8 méli@h$116.4 million as of March 31, 2014 and Decen®i, 2013, respectively. We
hold our cash and cash equivalents for workingtahpurposes. Our cash and cash equivalents addrheash and short-term money market
funds. Due to the shotérm nature of these instruments, we believe tlatlovnot have any material exposure to changdwifair value of ou
investment portfolio as a result of changes inrggerates. Declines in interest rates, howeveuldvieduce future interest income. During
fiscal 2013 and the three months ended March 314 2te effect of a hypothetical 10% increase arelese in overall interest rates would not
have had a material impact on our interest incdmaddition, as of December 31, 2013, we had apprately $29.1 million in short and long-
term debt with variable interest rate componenthypothetical 10% increase or decrease would hadeal2.9 million impact on our annual
interest expense. At March 31, 2014, we had appratdly $27.8 million in short and long-term debttwiariable interest rate components. A
hypothetical 10% increase or decrease would haget$2.8 million impact on our annual interest exgeerelating to such debt.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clagécutive Officer and our Chief Financial Officeyaluated the effectiveness of our
disclosure controls and procedures as of Marcl2314 . The term “disclosure controls and procedueessdefined in Rules 13a-15(e) and 15d
15(e) under the Securities Exchange Act of 1934nasnded (the “Exchange Act”), means controls ahdrgrocedures of a company that are
designed to ensure that information required tdibelosed by a company in the reports that it fdlesubmits under the Exchange Act is
recorded, processed, summarized and reported mvtithitime periods specified in the SEC's rules famahs. 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 agprate to allow timely decisions regarding reqdidésclosure. Based on the evaluation of our
disclosure controls and procedures as of Marct2@14, our Chief Executive Officer and Chief Finah@fficer 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 ovairfcial 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 contaold procedures, management recognizes that aglgsiise controls and procedures,
no matter how well designed and operated, can geoanly reasonable assurance of achieving theedesantrol objective s. In addition, the
design of disclosure controls and procedures nailgtat 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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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we may be involved in a variefyclaims, lawsuits, investigations, and proceeslirglating to contractual disputes,
intellectual property rights, employment matteegjulatory compliance matters, and other litigativatters relating to various claims that arise
in the normal course of business. Defending suochgaedings is costly and can impose a significarddluon management and employees, we
may receive unfavorable preliminary or interim ng$ in the course of litigation, and there can d@ssurances that favorable final outcomes
will be obtained.

We determine whether an estimated loss from amgeaticy should be accrued by assessing whethes &ldeemed probable and car
reasonably estimated. We assess our potentiditjalisy analyzing specific litigation and regulayomatters using reasonably available
information. We develop our views on estimateddgss consultation with inside and outside counsblch involves a subjective analysis of
potential results a nd outcomes, assuming variooginations of appropriate litigation and settletstrategies. Legal fees are expensed in tf
period in which they are incurred. As of March 2014, we did not have any accrued liabilities rdedrfor such loss contingencies.

Iltem 1A. Risk Factors

This Report contains forward-looking statements #na subject to risks and uncertainties that coaltse 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. Please see page 3 of this QuarterlgrRep Form 10-Q for a discussion of the
forward-looking statements that are qualified bgsehrisk factors. If any of these known or unknaigks or uncertainties actually occurs and
have a material adverse effect on us, our busifiassicial condition and results of operations ddoé seriously 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 notasée to achieve or sustain profitability in the ture.

We have incurred substantial net losses sincenmaiption, including net losses of $13.9 million fiscal 2011, $35.4 million for fiscal
2012, $46.1 million for fiscal 2013 and $12.9 naiflifor the three months ended March 31, 2014, addam accumulated deficit of $142.7
million as of March 31, 2014. Over the past tworgeave have spent considerable amounts of timaranmkey to develop new business
communications solutions and enhanced versionsioéxisting business communications solutions ttjmm us for future growth.
Additionally, we have incurred substantial lossed axpended significant resources upfront to magteimote 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. Intiatdias a public company, we incur
significant accounting, legal and other expenses.

As a result of our increased expenditures, welvaille negative operating cash flows for the fordsledature and will have to gener:
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 neanoomic 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, delaysyieerdelivery and quality problems and
other unknown factors that may result in lossesiare 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 prospectdich may increase the risk of
investing in our stock.

Although we were incorporated in 1999, we did rotrfally introduce RingCentral Office, our currelagship service, until 2009. We
have encountered and expect to continue to encousks and uncertainties frequently experiencedtoying companies in rapidly changing
markets. If our assumptions regarding these uriotiga are incorrect or change in reaction to clearig our markets, or if we do not manage
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;
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increase revenues from existing customers as tiéysers and, in the future, purchase additionadtfonalities and premium
service editions

successfully acquire customers on a cost-effettagis;

improve the performance and capabilities of ouvises and applications through research and deredapand third party service
providers

successfully expand our business to larger cus®arat internationally;

successfully compete in our markets;

continue to innovate and expand our service offgrin

continue our relationship with AT&T and other rdeed, and successfully launch with TELUS;

successfully protect our intellectual property aefiend against intellectual property infringemdatrus;

generate leads and convert potential customergating customers;

maintain and enhance our third-party data centstitg facilities to minimize interruptions in theaiof our services; and
hire, integrate, and retain professional and texdinalent.

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

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

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

the actions of our competitors, including pricirfganges 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 adverntjsind marketing efforts;

the timing, operating cost and capital expendituedested to the operation, maintenance and expamsgiour business;
service outages or security breaches and any dalagact 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 resolvingladtlal property infringement and other claims;
changes in tax laws, regulations, or accountings;ul

the timing and cost of developing or acquiring tedbgies, services or businesses and our abilispteessfully manage any such
acquisitions; ani

the impact of worldwide economic, political, indysand market conditions.

Any one of the factors above, or the cumulativeafbf some or all of the factors referred to aboray result in significant
fluctuations in our quarterly and annual resultsérations. This variability and unpredictabilityuld result in our failure to meet our internal
operating plan or the expectations of securitiegyaits or investors for any period, which couldseour stock price to decline. In addition, a
significant percentage of our operating expenséses in nature and is based on forecasted rewetraads. Accordingly, in the event of
revenue shortfalls, we may not be able to mitigla¢enegative impact on net income (loss) and marigitthe 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.
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To deliver our services, we rely on third parties four network connectivity and co-location faciiés, and for certain of the features in our
services

We currently use the infrastructure of third-pargtwork service providers, in particular, the seggiof Level 3 Communications, Inc.
and Bandwidth.com, Inc., to deliver our servicesraheir networks. Our third party network servizeviders provide access to their Internet
protocol, or IP, networks, and public switched pélene networks, or PSTN, and provide call termaratind origination services, including
911 emergency calling in the U.S. and equivalentises in Canada and the United Kingd om, or UKJ kxtal number portability for our
customers. We expect that we will continue to tedgvily on third-party network service providergtovide these services for the foreseeabls
future. Recently, we have begun obtaining certaimectivity and network services from our whollyred subsidiary, RCLEC, Inc. in certain
geographic markets; however RCLEC also uses thasimficture of third party network service proviltr deliver its services. Historically,
reliance on third-party networks has reduced oe@raiing flexibility and ability to make timely séce changes and control quality of service,
and we expect that this will continue for the faeable future. If any of these network service jglens stop providing us with access to their
infrastructure, fail to provide these services$mun a cost-effective basis, cease operationgherwise terminate these services, the delay
caused by qualifying and switching to another Hpadty network service provider, if one is avaimbtould have a material adverse effect on
our business and results of operations.

In addition, we currently use and may in the futuse third-party service providers to deliver derfeatures of our services. For
example, we rely on Free Conference Call GlobalZlibr some conference calling features, Zoom Vi@emmunications for our HD video
and web conferencing and screen sharing featundd,.@yered Communications for our texting capabdit If any of these service providers
elects to stop pro viding us with access to theivises, fails to provide these services to us oost-effective basis, ceases operations, or
otherwise terminates these services, the delayedaws qualifying and switching to another third{gaservice provider, if one is available, or
building a proprietary replacement solution coudtdn a material adverse effect on our businessesudts of operations.

Finally, if problems occur with any of these thjpdrty 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 rfreror poor call quality in our service,
whether caused by our systems or a third-party ordtar service provider, may result in the los®wof existing customers, delay or loss of
market acceptance of our services, terminatioruofelationships and agreements with our resedletimbility for failure to meet service level
agreements, and may seriously harm our businesgeantis 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 inthermn California and northern
Virginia, where we lease space from Equinix, Ine ®so serve customers in the UK, and expect tesarstomers in other European
countries, from two third-party data center hosfagjlities in Amsterdam, the Netherlands, and ZoriSwitzerland. In addition, RCLEC uses
two third-party co-location facilities to provide with network services, and we expect RCLEC toadshtional third-party co-location
facilities in the future. Any damage to, or faillo these facilities, the communications networbviders with whom we or they contract, or
with the systems by which our communications prekscallocate capacity among their customers, imetuds, could result in interruptions in
our service. Additionally, in connection with thepansion or consolidation of our existing data eefdcilities, we may move or transfer our
data and our customers’ data to other data ceridespite precautions that we take during this pscany unsuccessful data transfers may
impair or cause disruptions in the delivery of sarvice. Interruptions in our service may reducersuenues, may require us to issue credi
pay penalties, subject us to claims and litigat@ayse customers to terminate their subscriptindsadversely affect our renewal rates and oul
ability to attract new customers. Because ourtghili attract and retain customers depends onlailityao provide customers with a highly
reliable service, even minor interruptions in oemvice could harm our brand and reputation and bBaveaterial adverse effect on our business

As part of our current disaster recovery arrangesemur North American infrastructure and all of dlorth American customers’ data
is currently replicated in near real-time at ouotlata center facilities in the U.S., and our Eesapproduction environment and all of our UK
and other European customers’ data will be re@ité near real-time at our two European data céatdi ties. We do not control the
operation of these facilities or of RCLEC’s co-ltioa facilities, and they are vulnerable to damag@terruption from earthquakes, floods,
fires, power loss, telecommunications failures, singilar events. They may also be subject to bieaksabotage, acts of vandalism, and
similar misconduct. Despite precautions taken @sdtfacilities, the occurrence of a natural disastan act of terrorism or other unanticipated
problems at these facilities could result in leygtiterruptions in our service. Even with the disasecovery arrangements in place, our sel
could be interrupted.

27




We may also be required to transfer our servereto data center facilities in the event that welsrable to renew our leases on
acceptable terms, if at all, or the owners of talities decide to close their facilities, and may incur significant costs and possible service
interruption in connection with doing so. In adadiitj any financial difficulties, such as bankruptryforeclosure, faced by our third-party data
center operators, or any of the service providetis which we or they contract may have negativea# on our business, the nature and extel
of which are difficult to predict. Additionally, ibur data centers are unable to keep up with aneasing 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, possibly leading our customers t@itch to our competitors or to avoid using our s&es.

Unlike traditional communications services, ouvgsss depend on our customers’ high-speed broaddecess 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 apiplicadue to capacity constraints and other Inéeimfrastructure limitations. As our
customer base grows and their usage of communmnsatiapacity increases, we will be required to nadditional 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 increaseg)eturork may be unable to achieve or
maintain sufficiently high data transmission capacieliability or performance. In addition, if krtnet service providers and other third parties
providing Internet services have outages or detgitms in their quality of service, our customeil not have access to our services or may
experience a decrease in the quality of our sesvigerthermore, as the rate of adoption of newneldyies increases, the networks on which
our services and applications rely may not be abuifficiently adapt to the increased demandHtesé services, including ours. Frequent or
persistent interruptions could cause current oemtl users to believe that our systems or ses\ace unreliable, leading them to switch to our
competitors or to avoid our services, and couldrerently harm our 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, 4G or LTHES® our services and applications. Currently,dhiess is provided by companies that hav
significant and increasing market power in the di@and and Internet access marketplace, includioignibent phone companies, cable
companies and wireless companies. Some of thesalprs offer products and services that directijnpete with our own offerings, which ¢
potentially give them a competitive advantage. Atkese providers could take measures that degdétapt or increase the cost of user ac
to third-party services, including our servicesréstricting or prohibiting the use of their infrasture to support or facilitate third-party
services or by charging increased fees to thirtlgsaor the users of third-party services, any biolw would make our services less attractive t
users, and reduce our revenues.

In December 2010, the Federal Communications Cosiomsor FCC, adopted net neutrality rules thatenaknore difficult for
broadband Internet access service providers tkpttegrade or discriminate against our servicesséhules apply to wired broadband Inte
providers, but not all of the rules apply to wisddroadband service. In January 2014, the U.St1©@bAppeals for the District of Columbia
Circuit vacated portions of the FCC'’s net neutyalitles relating to anti-discriminatio n and anliddking. On April 24, 2014, the FCC
Chairman announced that a rulemaking would beaiigiti soon to consider the court’s decision and abtidns the FCC should take in
response and that he intended to complete thahakllimg by the end of 2014. An FCC decision allowlingadband internet providers to cha
web-based services such as ours for priority adcesgstomers could result in increased costs dadsaof existing users, which could impair
our ability to attract new users, and materiallg adversely affect our business and opportunitegifowth.

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 encougafiem to add users and, in the future, to purchasiitional functionalities and
premium service editions, could materially and adsely affect our financial performance

Our customers generally do not have long-term estdrwith 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 t o as turnover. Our customers with supon agreements 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 ptabie renewal rates for customers that have entategubscription contracts with us.
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Customer turnover, as well as reductions in thebmmof 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 encoutiagm 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 theirdweand expectations. Turnove r and reductionsamthmber 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 ourtiegig£ustomer base, on an ongoing t
simply to maintain our existing level of customarsl revenues. If a significant number of custortemsinate, 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 aqusts, and such additional marketing expendituresddearm our business and results of
operations.

Our future success also depends in part on odutyatuilsell additional subscriptions and additiohaictionalities to our current
customers. This may also require increasingly sifgaited and more costly sales efforts and a losgless cycle. Any increase in the costs
necessary to upgrade, expand and retain exististpmers could materially and adversely affect marfcial performance. If our efforts to
convince customers to add users and, in the futogyrchase additional functionalities are notcessful, 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 ounsgees on a co-effective basis, our business will be materiallydaadversely affected.

In order to grow our business, we must continuattiact new customers and expand the number of useur existing customer base
on a cost-effective basis. We use and periodiaaljyst the mix of advertising and marketing proggampromote our services. Significant
increases in the pricing of one or more of our ailsiag channels would increase our advertisingscos may cause us to choose less expe
and perhaps less effective channalgptomote our services. As we add to or changenikeof our advertising and marketing strategies,ma
need to expand into channels with significantlyhieigcosts than our current programs, which coulterizly 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 unablenaintain 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

Some of our potential customers learn about usifiréeading search engines, such as Google, YambBing. While we employ
search engine optimization and search engine magkstrategies, our ability to maintain and inceettee 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 ooirsf search engine companies restrict or
prohibit us from using their services, fewer pontustomers may click through to our websiteadiition, the cost of purchased listings has
increased in the past and may increase in thedfufudecrease in website traffic or an increassearch costs could materially and adversely
affect our customer acquisition efforts and ouuhssof operations.

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

We market our products and services principallgr@ll and medium-sized businesses. These custonagrbe 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 itJtlse and global economies has resulted in
and may in the future result in increased numbérsjected credit and debit card payments, whidildcanaterially 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
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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 ofesgtions could be materially and adversely affected

We currently derive only a small portion of our eeues from sales to medium-sized and larger busgsess we target more of our
sales efforts to medium-sized and larger businessegexpect to incur higher costs and longer safekes and we may be less effective at
predicting when we will complete these sales. Ia tharket segment, the decision to purchase ourcesrmay require the approval of more
technical personnel and management levels witlpiotantial customer’s organization than w e havelisally encountered, and if so, these
types of sales would require us to invest more &ahecating these potential customers about thefiten&our services. In addition, larger
customers may demand more features, integratiaticesrand customization. Also, we have only limitegherience in developing and
managing sales channels and distribution arrangeni@nlarger businesses. As a result of thesefacthese sales opportunities may requi
to devote greater research and development resoancksales, support and professional serviceanasoto individual customers, resulting in
increased costs and would likely lengthen our @isales cycle, which could strain our limited saled professional services resources.
Moreover, these larger transactions may requite aelay recognizing the associated revenues weedizom these customers until any
technical or implementation requirements have lveen Furthermore, because we have limited expegisaelting to larger businesses, our
investment in marketing our services to these piatetustomers may not be successful, which cowdtenally and adversely affect our results
of operations and our overall ability to grow oustomer base. Following sales to medium-sizedrgelacustomers, we may experience fewel
opportunities to expand these customers’ user twasell them additional functionalities, or expege increased subscription terminations as
compared to our experience with smaller businessgsof which could materially and adversely impaat results of operations.

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@wvenues.

Our future success depends on our continued aluligstablish and maintain a network of channelti@hships, and we expect that we
will need to maintain and expand our network asseleto larger customers and expand into internationarkets. An increasing portion of our
revenues is derived from our network of over 1,58@s agents and resellers, including AT&T, whiehrefer to collectively as resellers, mi
of which sell or may in the future decide to sh#it own services or services from other cloud-tdsesiness communications providers. We
generally do not have long-term contracts with ¢hesellers, and the loss of or reduction in stlesigh these third parties could materially
reduce our revenues. Our competitors may in somesdae effective in causing our resellers or p@ergsellers to favor their services or
prevent or reduce sales of our services. If wetdaihaintain relationships with our resellers, faidevelop relationships with new resellers in
new markets or expand the number of resellersiimetwork in existing markets, or if we fail to naye, train, or provide appropriate
incentives to our existing resellers, or if ouralésrs are not successful in their sales effoetlessof our services may decrease and our redt
operations would suffer. In this regard, we regeatitered into an agreement with TELUS Corporatinder which TELUS will market and
resell services in Canada that incorporate ourccfmatform. If we are unable to implement our sesvivith TELUS or maintain our relations
with TELUS or other carrier resellers, or if TELW@®other carrier resellers reduce resources comdnitt reselling the service, our results of
operations may suffer.

Recruiting and retaining qualified resellers in aetwork and training them in our technology andise offerings requires significant
time and resources. To develop and expand oureicid#ales channels, we must continue to scalenapicbve our processes and procedures to
sup port these channels, including investment &tesgs and training. Many resellers may not be mgltio invest the time and resources
required to train their staff to effectively marlatr services.

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 maoageloud-based business communications solutiosneart devices. As new
smart devices and operating systems are releaseahay encounter difficulties supporting these deviand services, and we may need to
devote significant resources to the creation, sttppad maintenance of our mobile applicationsaddition, if we experience difficulties in the
future integrating our mobile applications into strdevices or if problems arise with our relatioipshwith providers of mobile operating
systems, such as those of Apple Inc. or Google tno.future growth and our results of operatiooslad suffer.
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We face intense competition in our markets and magk sufficient financial or other resources to cqmete successfully.

The cloud-based business communications industigrigpetitive, 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 provglens as Alcatel-Lucent, S.A., Avaya Inc., Ciscat8ms, Inc., Mitel Networks
Corporation, ShoreTel, Inc., Siemens EnterpriseMdgks, LLC, their resellers and others; as welt@spanies such as Microsoft Corporation
and Broadsoft, Inc. that generally license theftvgare, and their resellers. In addition, certaimor resellers are also our competitors. For
example, AT&T serves, and we expect that TELUS selive, as a reseller to us but they are also ditonsefor business communications. All
of these companies do now or may in the future ladst their solutions through the cloud. We als®feompetition from other cloud
companies such as j2 Global, Inc., 8x8, Inc., megia, Vonage Holdings Corp., Nextiva, Inc. aneg JBommunications, Inc., as well as from
established communications providers, such as AT&T, Verizon Communications Inc. and Comcast Caafion in the United States, and
TELUS and others in Canada, that resell on-preimsdware, software and hosted solutions. We mayfatse competition from other large
Internet companies, such as Google Inc., Yahoa!dnd Amazon.com, Inc., any of which might launishown cloud-based business
communications services or acquire other cloud-bassiness communications companies in the future.

Many of our current and potential competitors hlawveyer operating histories, significantly greasaurces 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 downwaidny 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 positioms)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 seffering, 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 ng@rvices 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 mmerging market that is characterized by rap#hges in customer
requirements, frequent introductions of new andaeckd services, and continuing and rapid techncédbgidvancement. 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 aoetito design, develop, manufacture and sell nelveahanced services that provide
increasingly higher levels of performance and bdliy 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-effectiaaner may harm our ability to renew our subsicniyst with existing customers and create
or increase demand for our services, and may ralljeaind adversely impact our results of operations

The introduction of new services by competitorshar development of entirely new technologies tdaegp existing offerings could
make our solutions obsolete or adversely affectaisiness and results of operations. Announcenoéfitéure releases and new services and
technologies by our competitors or us could causg¢omers to defer purchases of our existing sesyighic h also could have a material
adverse effect on our business, financial conditioresults of operations. We may experience diffies with software development,
operations, design or marketing that could delagrevent our development, introduction or implenaéinh of new or enhanced services and
applications. We have in the past experienced detathe planned release dates of new featurespgrddes, 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 efor enhanced services or applications may reguiostantial investment, and we must
continue to invest a significant amount of resosificeour research and development efforts to devidlese services and applications to remai
competitive. We do not know whether these investsiill be successful. If customers do not widedppt any new or enhanced services anc
applications, we may not be able to realize a retur our investment. If we are unable to develagnise, or acquire new or enhanced service
and applications on a timely and ce$tective basis, or if such new or enhanced sesvég®l applications do not achieve market acceptanc
business, financial condition, and results of ofi@na may be materially and adversely affected.
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A security breach could delay or interrupt serviteeour customers, harm our reputation, or subjecs to significant liability.

Our operations depend on our ability to protectrmtivork 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 ofisenvor DDOS, attacks by hackers intent on
bringing down our services, and we may be sub@BtROS attacks in the future. We cannot assuretlyatiour backup systems, regular data
backups, security protocols and other proceduresuarentl y in place, or that may be in placehia future, 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 maliciofisvere programs or similar disruptive problemssealiby our customers, employees,
consultants or other Internet users who attemptiade public and private data networks. Furthresdme cases we do not have in place
disaster recovery facilities for certain ancill@sgrvices, such as email delivery of messages. ftlyy@early all of our customers authorize us
to bill their credit or debit card accounts dirgdtr all transaction fees that we charge. We aglyencryption and authentication technology to
ensure secure transmission of confidential informmaincluding 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 attemptedtie past, and may attempt in the future, to frautlyenduce domestic and
international employees, consultants or custonmesdisclosing sensitive information, such as usenes, passwords or customer proprietary
network information, or CPNI, or other informatiomorder to gain access to our customedega or to our data. CPNI includes information ¢
as the phone numbers called by a consumer, thaedney, duration, and timing of such calls, and seryices purchased by the consumer, suc
as call waiting, call forwarding, and caller ID,addition to other information that may appear aoasumer’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 ounimfiation technology systems. In addition, becahsddchniques used to obtain unauthorizec
access, or to sabotage systems, change frequentiyemerally are not recognized until launchedreia target, we may be unable to
anticipate these techniques or to implement adequatventative measures. Any system failure orriigdareach that causes interruptions or
data loss in our operations or in the computeresystof our customers or leads to the misappropriatf our or our customers’ confidential or
personal information, or CPNI, could result in sfipant liability to us, cause our service to beqeved as not being secure, cause conside
harm to us and our reputation (including requinagification to customers, regulators or the mediay deter current and potential customers
from using our services. Any of these events ctialde a material adverse effect on our businessitsesf operations, and financial condition.

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

We currently depend on various third parties fanemf our software development efforts, qualityuaasce, operations and customer
support services. Specifically, we outsource sofrmipsoftware development and design, quality msste and operations activities to third-
party contractors that have employees and consdtimeated in St. Petersburg, Russia and Odessaijrigkin addition, we outsource a pori
of our customer support, inside sales and netwpetaiion control functions to a third-party contoadocated in Manila, the Philippines. Our
dependence on third-party contractors creates deuof risks, in particular, the risk that we may maintain service quality, control or
effective management with respect to these busimssations. In addition, the recent political amidlitary events in the Ukraine, including
political demonstrations, the recent annexatiothefCrimea region of Ukraine by Russia and thegiasingly hostile relations between Russia
and the Ukraine, could have an adverse impact othind-party software development and quality aasae operations in Odessa, Ukraine.
Further, the deteriorating relations between th&. ldnd Russia and possible sanctions by the UdsthanEuropean Union against Russia coul
adversely impact our third-party software developtread quality assurance operations in St. PetegsRussia. We have established
contingency plans that could mitigate some of thisdes in the event of any disruption, but thera ba no guarantee that we will be successfu
in mitigating these risks.

Our agreements with these thipdsty contractors are either not terminable by tifetiner than at the end of the term or upon an tau
breach by us) or require at least 60 days’ priatter notice of termination. If we experience peabbk with our third-party contractor s, the
costs charged by our third-party contractors ineee@ our agreements with our third-party contnacéwe terminated, we may not be able to
develop new solutions, enhance or operate existhgions or provide customer support in an altermaanner that is equally or more efficient
and cost-effective.

We anticipate that we will continue to depend aesthand other third-party relationships in ordegrtaw our business for the
foreseeable future. If we are unsuccessful in ragiirtg existing and, if needed, establishing neati@enships with third parties, our ability to
efficiently operate existing services or developirservices and provide adequate customer suppold be impaired, and, as a result, our
competitive position or our resu Its of operatieosild suffer.
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Growth may place significant demands on our managathand our infrastructure.

We have recently experienced substantial growtiumbusiness. This growth has placed and may asmtim place significant demar
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 imp rove 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 requisesto 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 and resellersgldgvand improve our operational, financial and aggament controls, enhance our reporting
systems and procedures and recruit, train anchrhtghly skilled personnel. In addition, given @xpected growth, we expect to move our
headquarters offices and our Denver offices, oargeadditional space in our current buildings dreotbuildings, within the next six months. If
we fail to achieve the necessary level of efficieimcour organization as we grow, our businesgjlte®f operations and financial condition
could be materially 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 aieaghich we operate regarding intellectual propeigyts. 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 infringemgigfation brought against us; however, we cannstasyou that we will be able to settle any
future claims or, if we are able to settle any scielims, that the settlement will be on terms fabbe to us. Our broad range of technology ma
increase the likelihood that third parties williotathat we infringe their intellectual property hig. In this regard, in June 2011, j2 Global, Inc.
and Advanced Messaging Technologies, Inc. naméd aipatent infringement lawsuit seeking a permamgunction, damages and attorneys’
fees. In April 2013, we entered into a license seitlement agreement with j2 Global, Inc. and dniesa@ffiliates to settle the matter. Under
terms of the settlement agreement, the partiedeptlarach other certain patent cross licenses far b¥ years and the parties have dismissed
claims in these matters without prejudice. In additin December 2012, we were named as a defemdarpatent infringement lawsuit by
Callwave Communications, LLC, or CallWave, which laieve to be a non-practicing entity. In Septen#fH 3, we entered into a license
and settlement agreement with Callwave to setdenthtter. Under the terms of the settlement agregr@allWave granted us a non-exclusive
license and agreed to dismiss all claims in theasars without prejudice.

We have in the past received, and may in the futoeive, notices of claims of infringement, misaypiation or misuse of other
parties’ proprietary rights. Furthermore, regarslletheir merits, accusations and lawsuits lileséhmay require significant time and expense
to defend, may negatively affect customer relatijpes may divert managemesttention away from other aspects of our operatand, upo
resolution, may have a material adverse effectwsrbasiness, results of operations, financial comaiand cash flows.

Certain technology necessary for us to provideseavices may, in fact, be patented by other pagither now or in the future. If such
technology were validly patented by another persgnwould 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 at all. The existence of such a pateraur inability to negotiate a license f or any
such technology on acceptable terms, could forde usase using the technology and cease offeeingces 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 couldsaiject to liability for such
infringement, which could be material. We couldbab® prohibited from using or selling certain seeg, 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.

These and other outcomes may:
« resultin the loss of a substantial number of eéxgstustomers or prohibit the acquisition of nevgtomers;

« cause us to pay license fees for intellectual ptypee are deemed to have infringed,;

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

» cause our cost of goods sold to increase;

« cause us to accelerate expenditures to presersgngxievenues;

« cause existing or new vendors to require prepaysnanietters of credit;

» materially and adversely affect our brand in thekagplace and cause a substantial loss of goodwill;

« cause us to change our business methods or services
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» require us to cease certain business operatiooffesing certain services or features; 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, copyrigid &rade secret law to protect our intellectuaperty in the U.S. and abroad. We s
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-par ty 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 unauthorimedor disclosure of confidential information andy not provide an adequate remedy in
the event of such unauthorized use or disclosuajtanay be possible for a third party to legatlyerse engineer, copy or otherwise obtair
use our technology without authorization. In additimproper disclosure of trade secret informabigrour current or former employees,
consultants, thirgrarty contractors, customers or vendors to theipablothers who could make use of the trade séaf@tmation would likel
preclude that information from being protected &imde secret.

We also rely, in part, on patent law to protectiotellectual property in the U.S. and internatibnaOur intellectual property portfolio
includes 32 issued.S. patents, which expire between 2026 and 2032alb have 48 patent applications pending exammat the U.S., an
23 patent applications pending examination in fymgurisdictions all of which are related to U.pphcations. We cannot predict whether suct
pending patent applications will result in issuedemts or whether any issued patents will effebtipeotect our intellectual property. Even if a
pending patent application results in an issuedriathe patent may be circumvented or its validigy be challenged in various proceeding
United States District Court or before the U.SeRttind Trademark Office, such as reexaminatioigiwimay require legal representation and
involve substantial costs and diversion of managerime and resources. In addition, we cannot asgou that every significant feature of «
solutions is protected by our patents, or that wermark our products with any or all patents treybody. As a result, we may be prevented
from seeking damages in whole or in part for irdément of our 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 pretd and services. To that end, we have registeraterous trademarks and service m arks
and have applied for registration of additionatimarks and service marks and have acquired arargber of domain names in and outside
the U.S. to establish and protect our brand name=awd of our intellectual property strategy. If applications 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 Bne tonsuming to defend against. If we are notessftl in protecting our trademarks, our
trademark rights may be diluted and subject tolehgk or invalidation, which could materially antivarsely affect our brand.

Despite our efforts to implement our intellectusdgerty strategy, we may not be able to prote@ndorce our proprietary rights in the
U.S. or internationally (where effective intelleatyroperty 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 €adétkraine. 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 funatid®Ve cannot assure you that agreements with theseparty contractors or their agreeme
with their employees and contractors will adequapebtect our proprietary rights in the applicajalgsdictions and foreign countries, as their
respective laws may not protect proprietary rigbthe same extent as the laws of the U.S. In magiour competitors may independently
develop technologies that are similar or supedarur technology, duplicate our technology in a naarthat does not infringe our intellectual
property rights or design around any of our patdaisthermore, detecting and policing unauthorizsel of our intellectual property is difficult
and resource-intensive. Moreover, litigation maybeessary in the future to enforce our intelldgua@perty rights, to determine the validity
and scope of the proprietary rights of otherspatdfend against claims of infringement or invajidBuch litigation, whether successful or not,
could result in substantial costs and diversiomahagement time and resources and could have aiahatdverse effect on our business,
financial condition and results of operations.

Our success depends on the public acceptance ofseuvices and applications.

Our future success depends on our ability to sicanitly increase revenues generated from our clasgd business communications
solutions. The market for cloud-based business aomitations 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 adelsr affect our business.
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Our growth depends on the continued use of voicengonications by businesses, as compared to enthivtuer data-based methods.
A decline in the overall rate of voice communicatdy businesses would harm our business. Furthiefraor 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 increasnkitvoice 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 bandwidthitsat 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 ancetietusers about the benefits of Internet voiecemanications 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 ioigal a variety of new computer hardware, as agefloftware that is developed
in-house or licensed or acquired from third-paydors, our services may have errors or defectetistomers identify after they begin using
them that could result in unanticipated interruptsoof service. Internet-based services frequethtain undetected errors and bugs when firs
introduced or when new versions or enhancementselased. While the substantial majority of oustomers are small and medium-sized
businesses, the use of our services in complicktegk-scale network environments may increaseegposure to undetected errors, failures ot
bugs in our services. Although we test our servioedetect and correct errors and defects befeie general release, we have from time to
time experienced significant interruptions in oerdce as a result of such errors or defects andarperience future interruptions of service if
we fail to detect and correct these errors andatiefé he costs incurred in correcting such defectsrors may be substantial and could harm
our results of operations. In addition, we relyhamdware purchased or leased and software licénsmcthird parties to offer our services.

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

. cause a reduction in revenues or delay in marlegance 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 & dlifficult to attract new customers;

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

. increase our technica | 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 effortsee demand for and cost of online and traditi@uertising have been increasing and ma
continue to increase. Accordingly, we may neecdhtodase our investment in, and devote greater resto, advertising, marketing, and other
efforts to create and maintain brand loyalty amosers. Brand promotion activities ma y not yieldr@ased revenues, and even if they do, an
increased revenues may not offset the expenseséualcin building our brands. If we fail to promaed maintain our brand, or if we incur
substantial expense in an unsuccessful attempbtagie and maintain our brands, our business dmilthaterially and adversely affected.

Our services, as well as those of our competiamesyegularly reviewed and commented upon by orimesocial media sources, as
well as computer and other business publicatioegalve reviews, or reviews in which our compesit@roducts and services are rated more
highly than our solutions, could negatively affeat brand and reputation. From time to time, owgtamers have expressed dissatisfaction
our servi ces, including dissatisfaction with oustmmer support, our billing policies and the way services operate. If we do not handle
customer complaints effectively, our brand and tafion may suffer, we may lose our customers’ aetfce, and they may choose to
terminate, reduce or not to renew their subscmgtion addition, many of our customers participatsocial media and online blogs about
Internet-based services, including our serviced,@am success depends in part on our ability tamize negative and generate positive
customer feedback through such online channelsemdsting and potential customers seek and shérenation. If actions we take or
changes we make to our services upset these custaimeir blogging could negatively affect our litamd reputation. Complaints or negative
publicity about our services or customer serviagldonaterially and adversely impact our abilityattract and retain customers and our
business, financial condition and results of openst
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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 biditrcredit 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 exposufeaudulent activity. We also i ncur charges, ethive refer to as chargebacks, from the
credit card companies from claims that the custaitbnot authorize the credit card transactionumpase our service, something that we |
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 rigltcepacredit cards for payment. In addition, credid issuers may change merchant
standards, including data protection and documientatandards, required to utilize their servigesftime to time. We are compliant with the
Payment Card Industry Data Security Standard, dy iRGhe United States and Canada. We are develapiplan to become PCIl-compliant in
the UK; however, if we fail to maintain compliane#h current merchant standards, such as PCl ildiofaneet new standards, the credit card
associations could fine us or terminate their aperes with us, and we would be unable to acceplitocards as payment for our services. Our
services may also be subject to fraudulent usagkiding but not limited to revenue share fraudndstic traffic pumping, subscription fraud,
premium text message scams, and other fraudulbetrses. Although our customers are required toastvpords and Personal Identification
Numbers, or PINs, to protect their accounts and caafigure in which destinations international aglis enabled from their extensions, tr
parties have in the past and may in the futureblbeta access and use their accounts through flanidoeans. In addition, third parties may
have attempted in the past, and may attempt ifutinee, to fraudulently induce domestic and intéioveal employees or consultants into
disclosing customer credentials and other accauotrnation. Communications fraud can result in uhatized access to customer accounts
and customer data, unauthorized use of customamgtes, charges to customers for fraudulent uaageexpense that we must pay to carriers
We may be required to pay for these charges anelnmgs with no reimbursement from the customerpandeputation may be harmed if our
services are subject to fraudulent usage. Althouglimplement multiple fraud prevention and detettiontrols, we cannot assure you that
these controls will be adequate to protect agdiast. Substantial losses due to fraud or our litglhd accept credit card payments, which
could cause our paid customer base to significatgbrease, could have a material adverse effestipresults of operations, financial
condition and ability to grow our business.

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

We rely on our information systems and those afitbarties for processing customer orders, ditidbuof our services, billing our
customers, processing credit card transactionsomes relationship management, supporting finargehning and analysis, accounting
functions and financial statement prepar ation@herwise running our business. Information systarag experience interruptions, including
interruptions of related services from third-pastgviders, which may be beyond our control. Sucsiress interruptions could cause us to fail
to meet customer requirements. All information sgsd, both internal and external, are potentiallperable to damage or interruption from a
variety of sources, including without limitatiomrputer viruses, security breaches, energy blaskoatural disasters, terrorism, war and
telecommunication failures and employee or othefttlas well as third-party provider failures. Adigruption in our information systems and
those of the third parties upon which we rely cchdde a significant impact on our business.

In addition, we transitioned from a number of digppa systems and in 2012 we implemented NetSuB@aa® enterprise resource
planning system, to handle various business, dpgrahd financial processes. We plan to transitiom a spreadsheet-based financial
modeling system and implement a third-party corfgoperformance management system. In additiomdriture we intend to implement a
third-party SaaS billing system to replace our entiinternally developed billing system. We mayataplement further and enhanced
information systems in the future to meet the datsarsulting from our growth and to provide additibcapabilities and functionality. The
implementation of new systems and enhancementsdaéntly disruptive to the underlying businesamgnterprise, and can be time-
consuming and expensive, increase management sibjliies and divert management attention. Anywiions relating to our systems
enhancements or any problems with the implememagarticularly any disruptions impacting our opnas or our ability to accurately report
our financial performance on a timely basis dutimg implementation period, could materially andexdely affect our business. Even if we do
not encounter these material and adverse efféetsniplementation of these enhancements may be maooh costly than we anticipated. If
are unable to successfully implement the infornmasigstems enhancements as planned, our finandaiqeg results of operations and cash
flows could be negatively impacted.
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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 requirethake the source code for our proprietary sofwehich contains our valuable trade
secrets) generally available to third parties,udalg competitors, at no cost, to seek licensas fitdrd parties in order to continue offering our
services, to re-engineer our technology, or toatiioue 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 futuegislative or regulatory actions could adverselffeect 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, portingwimbers, 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 ctymgith FCC rules and regulations, we could be sdtjto 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 reputatiaihe industry, possibly impair our ability to kelir services to customers and could have &
materially adverse impact on our revenues.

Through RCLEC, we also provide competitive locatleange carrier services, or CLEC services, whielregulated by the FCC as
traditional telecommunications services. Our CLEG/i&es depend on certain provisions of the Telenanications Act of 1996 that permit
to procure facilities and services from incumbeggl exchange carriers, or ILECs, that are necgssarovide our servi ces. Over the past
several years, the FCC has reduced or eliminatedrder of regulations governing ILECs’ offeringslLIECs are not required by law to
provide services to us or do not continue to peusnito purchase these services from them under eootharrangements at reasonable rates.
our business could be adversely affected and atrad@roviding CLEC services could increase. Tusld have a materially adverse impact
on our results 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 Enforcemenit 8r 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 pgercentage of our revenues to support certderdé programs;
» payment of annual FCC regulatory fees based oimtenstate and international revenues;

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

« FCC rules regarding CPNI, which requires that weuse such information without customer approuathject to certain exceptions
and that we file annual certifications regarding\NCBrotections

If we do not comply with any current or future rsiler regulations that apply to our business, wédcbe subject to substantial fines
and penalties, we may have to restructure ourc@offerings, exit certain markets or raise theguof our services, any of which could
ultimately harm our business and results of openati

State Regulation

States currently may not regulate our Internete@i@mmunications services. However, a small nurabstates have ruled that non-
nomadic Internet voice communications services orego fall within the definition of “telecommunidahs servicesand therefore those sta
assert that they have jurisdiction to regulatesétrrice. No states currently require certificationnomadic Internet voice communicat ions
service providers. Even if a state does not redoiernet voice communications service providersaaertified, a number of states require us
to register as a VolP provider, contribute to sta®#, contribute to E-911 and pay other surchangbge others are actively considering
extending their public policy programs to inclutie services we provide. We pass USF, E-911 feesthed surcharges through to our
customers, which may result in our services becgmiore expensive or require that we absorb thests.cd/e expect that state public utility
commissions will continue their attempts to appbte telecommunications regulations to Internet&@ommunications services like ours.
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Our subsidiary’s CLEC services are subject to raiuh by the public utility regulatory agency irode states where we provide local
telecommunications services. This regulation inekithe requirement to obtain a certificate of publinvenience and necessity or other sir
licenses prior to offering our CLEC services. Weyrakso be required to file tariffs that describe GILEC’s services and provide rates for
those services. We are also required to comply stite regulations that vary from state to stateeming service quality, disconnection and
billing requirements. State commissions also hatbaity to review and approve interconnection agrents between incumbent phone
carriers and CLECs such as our subsidiary, andriduct arbitration of disputes arising in the negjain of such agreements.

Both we and our CLEC subsidiary are also subjestdte consumer protection laws, as well as Uafe str municipal sales, use,
excise, utility user and ad valorem taxes, feesuocharges.

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 UK.

We are a provider of Internet voice telecommunaraiservices in Canada. As a provider of Interna&escommunications services,
we are subject to regulation in Canada by the and®ladio-television and Telecommunications Comimigsor CRTC. We are registered
with the C RTC as a reseller of telecommunicat®ervices and have been issued a basic internateleabmmunications services, or BITS,
license by the CRTC. As an Internet voice commuitoa provider, we are subject to obligations imggbby the CRTC, including providing
access to emergency calling services, providingsgto operator assistance, directory informatovices, number portability, providing
minimum customer information, charging customersade regulatory charges and paying contributioarges. We are also subject to Cana
federal privacy laws and provincial consumer prioteclegislation. As a holder of a BITS license, also must comply with various annual
reporting requirements.

As a provider of electronic communications servicethe UK, we, through our subsidiary, are subjeaegulation in the UK by the
Office of Communications, or Ofcom. Some of thesgutatory obligations include providing accessneegency call services (E999/112);
providing access to operator assistance , direst@md directory enquiry services, offering corigadgth minimum terms, providing and
publishing certain information transparently, pdixg itemized billing, protecting customer infornaeat (including personal data); porting
phone numbers upon a valid customer request aniegmngmting a code of practice. We are required topdp with laws and matters relating
among other things, competition law, distance isgJle-commerce and consumer protection. We mustcalsiply with various reporting and
recordkeeping requirements.

In addition, our international operations are ptitdly subject to country-specific governmentaluégion and related actions that may
increase our costs or impact our product and sexfierings or prevent us from offering or provigiour products and services in certain
countries. Certain of our services may be useduisjoeners located in countries where VolP and dtrens 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 continueséoaur 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 igidl€¢o do so, and any such penalties or governrhactian may be costly and may harm our
business and damage our brand and reputation. Wédengequired to incur additional expenses to rappticable international regulatory
requirements or be required to discontinue thosécss 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 sefégulatory schemes, contractual obligations, andhet legal obligations related to privacy, which
increase our costs, decrease adoption and use ofpwaducts and services and expose us to liability.

There are a number of federal, state, local areldarlaws and regulations, as well as contractblfjations and industry standards,
that provide for certain obligations and restrioiavith respect to data privacy and security, &edcollection, storage, retention, protection,
use, processing, transmission, sharing, disclasudeprotection of personal informati and other customer data. The scope of thesgatiolns
and restrictions is changing, subject to differimgrpretations, and may be inconsistent amongtcesror conflict with other rules, and their
status remains uncertain. Within the European UrootU, strict laws already apply in connectiothathe collection, storage, retention,
protection, use, processing, transmission, shadisglosure and protection of personal informatod other customer data. The EU model ha
been replicated in many jurisdictions outside th8.Uincluding Asia-Pacific Economic Cooperatiomgies. Regulators have the power to
fine non-compliant organizations significant amaufithere are proposals to increase the maximunhdé¥imes that EU regulators may
impose to the greater of €100 million or 5% of wlaride annual sales. As Internet commerce and coruation technologies continue to
evolve, increasing online service providers’ antivoek users’ capacity to collect, store, retairgtpct, use, process and transmit large volume
of personal information, increasingly restrictiegulation by federal, state or foreign agencie®iyexs more likely. For example, a variety of
regulations that would increase restrictions onnenservice providers in the area of data privaeycarrently being proposed, both in the U.S.
and in other jurisdictions, and we believe thatdbeption of increasingly restrictive regulatiortlire field of data privacy and security is likely,
possibly as restrictive as the EU model. In Canad®; anti-spam legislation that prescribes certalies regarding the use of electronic
messages for commercial purposes will take effactudy 1, 2014. This new law also contains provisithat will take effect in January 2015,
imposing certain restrictions on a service provilability to electronically automatically updateahange software used in a customer’s
service without the customer’s consent. Penaltesdn-compliance with the new Canadian anti-spagislation are considerable, including
administrative monetary penalties of up to $10iomilland a private right of action. Obligations aasitrictions imposed by current and future
applicable laws, regulations, contracts and ingustasindards may affect our ability to provide b# turrent features of our products and
services and our customegiility to use our products and services, and coedgire us to modify the features and functiogaiit our product
and services. Such obligations and restrictions lin@y our ability to collect, store, process, us@nsmit and share data with our customers,
and to allow our customer to collect, store, retphotect, use, process, transmit, share and disdata with others through our products and
services. Compliance with, and other burdens imghbse such obligations and restrictions could iaseethe cost of our operations. Failure to
comply with obligations and restrictions relateditda privacy and security could subject us to laigsfines, criminal penalties, statutory
damages, consent decrees, injunctions, adverseipphhd other losses that could harm our business

Our customers can use our services to store caamacother personal or identifying information, dagbrocess, transmit, receive, st
and retrieve a variety of communications and messagcluding information about their own custorreamd other contacts. In addition,
customers may use our services to transmit pratdwtalth information, or PHI, that is protected enthe Health Ins urance Portability and
Accountability Act, or HIPAA; further, some customselso may use our services to store protectedMliRformation, notwithstanding that
we inform customers that our services should natdsal for such storage purposes. Noncompliancelavith and regulations relating to
privacy and HIPAA may lead to significant finesnpdies or liabilities. Our actual compliance, eustomers’ perception of our compliance,
costs of compliance with such regulations and enstcconcerns regarding their own compliance olibgat(whether factual or in error) may
limit the use and adoption of our service and redmerall demand. Furthermore, privacy concerr@duding the inability or impracticality of
providing advance notice to customers of privasyés related to the use of our services, may @auseustomers’ customers to resist
providing the personal data necessary to allowcastomers to use our services effectively. Everptreeption of privacy concerns, whethe
not valid, may inhibit market adoption of our sesvin certain industries.

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

While we try to comply with all applicable data protion laws, regulations, standards, and codesmduct, as well as our own posted
privacy policies and contractual commitments todgkient possible, any failure by us to protectusars’privacy and data, including as a re:
of our systems being compromised by hacking orratieicious 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, Ukraine, India and Palianay have access to customer data. If thes
or other third-party vendors violate applicable $aov our policies, such violations may also put@ustomers’ information at risk and could in
turn have a material and adverse effect on oumnlessi
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Use or delivery of our services may become subiectew or increased regulatory requirements, taxedees.

The increasing growth and popularity of Interneiceccommunications heighten the risk that goverrseiill regulate or impose new
or increased fees or taxes on Internet voice contations services. To the extent that the use pEewices 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, co uld cause euvises 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, weistmme subject to new regulations, taxes, sugelsaor fees. Increased regulatory
requirements, taxes, surcharges or fees on Inteaig communications services, which could be ss by governments retroactively or
prospectively, would substantially increase outsosnd, as a result, our business would suffemdtition, 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 igierg, such as our company, to provide E-911 seivi@all 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 FCCstaté regulators to provide E-911 service to therdxhat they provide services to end
users.

In Canada, the Canadian Radio-television and Tatewmanications Commission, or the CRTC, has impogadas requirements
related to the provision of E-911 services in adlas of Canada where the wireline incumbent caoffers such 911 services. The CRTC also
mandates certain customer notification requirempuatsuant to which new customers are required teotified of 911 service limitations and
to consent to the same before their service wittonsmences and we are required to provide annuatepubtifications to our customers of
911 limitations of our service. The CRTC has relyeciincluded a proceeding that canvassed issugsation to the provision of 911 services
in Canada and the decision rendered by the CRTRIsmproceeding may result in changes to how 9idices are to be offered by service
providers in Canada such as us.

Additionally, as a provider of electronic commurioas services in the UK, we are subject to redutein the UK by Ofcom. Similar
to the position in the U.S., Ofcom requires eletit@wommunications providers, such as our compngrovide all users access to both 112
(EU-mandated) and 999 (UK-mandated) emergencya@enuimbers at no charge. Ofcom a Iso requires cigaoly and transparently inform
our users of any emergency service limitationshair tdevice including by way of labels and netwarnnouncements.

We provide E-911/999/112 service in compliance whith Ofcom, the CRTC and the FCC's rules, as apiplig to substantially all of
our customers’ interconnected VolIP lines. In soimeumstances, 911/999/112 calls may be routednatianal emergency call center that
routes the call to the appropriate PSAP. In addljteertain of our Intenet voice communications services that work witbbite devices and a
accessed through Wi-Fi networks may not be abt®toplete 911/999/112 calls. The FCC is consider@agiiring providers of Internet voice
communications services on mobile devices and Softps to provide E-911 service, if such service bwysed to make calls to the public
telephone network. The adoption of such a requirgmeuld increase our costs and make our servige expensive, which could adversely
affect our results of operations.

In May 2013, the FCC issued an order requiringpadlviders of interconnected text messaging sentc@sovide, by September 30,
2013, an automatic bounce-back text message tigitis where a consumer attempts to text messa@fEltand text-to-911 is not available.
We believe we are in compliance with this ordere HCC is considering requiring, by December 3142@toviders of interconnected text
messaging services to route text messages to PtBAPare capable of receiving text mes sages.

In connection with the regulatory requirements thatprovide E-911/999/112 to all of our intercoreelcVolP customers, we must
obtain from each customer, prior to the initiatafror changes to service, the physical locationshath the service will first be used for each
VolP line. For services that can be utilized fromrenthan one physical location, we must providéarasrs one or more methods of updating
their physical location. Because we do not validh&ephysical address at each loc ation wheredheces may be used by our customers, anc
because customers may use the services in locdtiahdiffer from the registered location withoubpiding us with the updated information, it
is possible that E-911/999/112 calls may get rotettie wrong public safety answering point, or PSXe are also aware that certain
customer registered addresses are incorrect, onwmidyave been updated. If E-911/999/112 callsateouted to the correct PSAP, and if the
delay results in serious injury or death, we cdaddsued and the damages substantial. We are engluatasures to attempt to verify and
update the addresses for locations where our smraie used. The FCC is also considering requiimbegconnected VolP providers to
automatically update subscriber location informmatiior purposes of routing 911 calls.
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We could be subject to enforcement action by th€ Re CRTC or Ofcom for our customer lines thatnea provide E-911/999/112
service. This enforcement action could result gmgicant monetary penalties and restrictions onatility to offer non-compliant services.

Customers may in the future attempt to hold usaesible for any loss, damage, personal injury,eathd suffered as a result of
delayed, misrouted or uncompleted emergency secalt® The New and Emerging Technologies 911 Iwmgmeent Act of 2008 provides that
Internet voice communications providers have tlmeesprotections from liability for the operation@f1 service as traditional wire-line and w
ireless providers. Limitations on liability for tieeovision of 911 service are normally governedstate law, and these limitations typically are
not absolute. It is also unclear under the FCQles whether the limitations on liability wowd@ply to those customer lines for which we do
provide E-911 service. In the UK, by law we caniimott our liability for any death or injury arisingut of our negligence, including as a result
of emergency service calls that are delayed, mistbar uncompleted due to our negligence. In CarthdaCRTC does not permit any
limitation of liability related to the provision &-911 services that is due to our gross negligeneehere negligence on the part of a service
provider results in physical injury, death or dam&gthe customer's property or premises. In agditCanadian provincial consumer protec
laws may constrain our ability to limit liabilityptour non-business customers for any liability egudue to the 911 shortfalls inherent in
Internet voice communications services. In the bK|law we cannot limit our liability for any deatin injury arising out of our negligence,
including as a result of emergency service cali$ éine delayed, misrouted or uncompleted due tmegligence.

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 provider customers with reliable, higlguality service, our reputation will be harmed, amege may
lose customers.

We offer customer support through both our onlioeoant 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 deayma oper ating E-911 services. On mobile devisesgenerally 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 damag reputation.

If any of these third parties do not provide relgalhigh-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, veady have significant
operations outside the U.S. and Canada, includipgresion into the UK in the fourth quarter of 20&8d we expect to grow our international
revenues in the future. The future success of asiness will depen d, in part, on our ability tgpard our operations and customer base
worldwide. Operating in international markets reggisignificant resources and management atteatidrwill subject us to regulatory,
economic and political risks that are differenifirchose in the U.S. Because of our limited expegeanith international operations and
developing and managing sales and distribution rélarin international markets, our internationgd@&xsion efforts may not be successful. In
addition, we will face risks in doing business migionally that could materially and adverselyeaffour business, including:

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

- difficulties and costs associated with staffing amahaging foreign operations;

«» potentially greater difficulty collecting accountsceivable and longer payment cycles;
» the need to adapt and localize our services fariipeountries;

« the need to offer customer care in various naangliages;

« reliance on third parties over which we have ligit®ntrol, including TELUS and other internationedellers, for marketing and
reselling our service:

- availability of reliable broadband connectivity anitle area networks in targeted areas for expansion
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» lower levels of adoption of credit or debit carcgs for Internet related purchases by foreign ecoste and compliance with various
foreign regulations related to credit or debit cardcessing and data privacy requireme

« difficulties in understanding and complying witlkcld laws, regulations, and customs in foreign flicons;

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

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

» compliance with various anti-bribery and aodirruption laws such as the Foreign Corrupt Prastict and United Kingdom Bribe
Act of 2010;

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

- fluctuations in currency exchange rates, which dautrease the price of our services outside ofl&, increase the expenses of
our international operations, including expensésted to foreign contractors, and expose us tagareurrency exchange rate ri

« fluctuations in currency exchange rates, which deatiuce the amount of revenues we generate outkttie U.S. related to
customer contracts that are denominated in loaaénaies of the countries we operate in, curreGdyada and the Ut

« exchange control regulations, which might reswicprohibit our conversion of other currencies ibt&. Dollars;

« restrictions on the transfer of funds;

« our ability to effectively price our services inmpetitive international markets;

« new and different sources of competition;

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

« political or social unrest, economic instabilitpndlict or war in a specific country or region, sugs the recent events in the Ukraine
including political demonstrations, the recent a@tion of the Crimea region of Ukraine by Russid #re increasingly hostile
relations between Russia and the Ukraine, whichddoave an adverse impact on our third-party saftveevelopment and quality
assurance operations the

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 ¢ty of whom could adversely
affect our business, results of operations and fir@al condition.

Our future performance depends on the continuaedcssrand contributions of our senior managemedtatiner 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 arvant the achi evement of our development andegfi@bbjectives. In particular, we depend
to a considerable degree on the vision, skillseeepce and effort of our dounder, Chairman and Chief Executive Officer, \ithaid Shmunis
None of our executive officers or other senior ng@maent personnel is bound by a written employmgreeament 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 alvditsontinue to attract and retain highly skillextgonnel. 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)enver, Colorado, where our U.S. sales and austsupport office is located, and in other loazsd
where we maintain offices. We must provide competicompensation packages and a high-quality wovirenment to hire, retain and
motivate employees. If we are unable to retainrantlvate our existing employees and attract qualifiersonnel to fill key positions, we may
be unable to manage our business effectively, distuthe development, marketing and sale of exjstind new services, which could have a
material adverse effect on our business, finarmatition and results of operations. To the extemtire personnel from competitors, we may
be subject to allegations that they have been ipgsty solicited or divulged proprietary or othenfidential information.
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Volatility in, or lack of performance of, our stopkice may also affect our ability to attract amthin key personnel. Many of our key
personnel are, or will soon be, vested in a sulistaamount of shares of common stock, stock ogtimnrestricted stock units. Employees may
be more likely to terminate their employment withiithe shares they own or the shares underlyiag vested options have significantly
appreciated in value relative to the original passprices of the shares or the exercise prickmaiptions, or if the exercise prices of the
options that they hold are significantly above terket price of our Class A common stock. If we @amable to retain our employees, our
business, results of operations, and financial itimmdwill 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 resuf operations.

Our business strategy may, from time to time, idelacquiring or investing in complementary servitéeshnologies 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 kgsistrategy or the expected return on our invegtroe manage a geographically dispersed
company. Any such acquisition or investment coudtarially and adversely affect our results of opers. Acquisitions and other strategic
investments involve significant risks and uncetias) including:

« the potential failure to achieve the expected hitnef the combination or acquisition;
» unanticipated costs and liabilities;

- difficulties in integrating new products and seedcsoftware, businesses, operations and technolfrggtructure in an efficient and
effective mannet

« difficulties in maintaining customer relations;

« the potential loss of key employees of the acquiresinesses;

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

« the potential adverse effect on our cash positidihé extent that we use cash for the purchase;pric

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

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

- the inability to maintain uniform standards, colgrgolicies and procedures.

Any acquisition or investment could expose us thnarvn liabilities. Moreover, we cannot assure Vioak e will realize the
anticipated benefits of any acquisition or investitmén 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 maggi d expenses.

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

Prior to 2012, we did not collect or remit U.S tetar 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. F or
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 sa%ees, 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 usoorr customers, which could materially and advgraéfect our results of operations and our
relationships with our customers.

In 2012, we voluntarily began collecting and rem@tU.S. state sales, use or other taxes, surchaagd fees. The collection of these
taxes, fees, or surcharges could have the effattaiasing or eliminating price advantages we naayg had over ot her providers. We may
not accurately calculate these taxes, particularfgreign jurisdictions. In addition, we have reded a contingent sales tax liability for sales
prior to 2012. If our ultimate liability exceedstbollected and accrued amount, it could resutgnificant charges to our earnings.
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Finally, the application of other indirect taxeadk as sales and use tax, value added tax, or y&dds and services tax, business tax
and gross receipt tax) to e-commerce businesses asuours, is a complex and evolving area. In Ndoer 2007, the U.S. federal government
enacted legislation extending the moratorium otestand other local authorities imposing accesisariminatory taxes on the Internet thro
November 2014. This moratcum does not prohibit federal, state, or local atities from collecting taxes on our income or fronilecting
taxes that are due under existing tax rules. Tiplicgtion of existing, new, or future laws, whetlrethe U.S. or internationally, could have
adverse effects on our business, prospects, antisre$ operations. There have been, and will carito be, substantial ongoing costs
associated with complying with the various indirot requirements in the numerous markets in whierconduct or will conduct business.

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

Our future effective tax rates could be subjeatdfatility 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 lassryforwards;

« tax effects of share-based compensation;

« certain non-deductible expenses as a result ofisitiqas;

« expansion into new jurisdictions;

« potential challenges to and costs related to implgation and ongoing operation of our intercompamgngements; and
» changes in tax laws and regulations and accouptingiples, or interpretations or applications tudr

Any changes in our effective tax rate could adgraffect our results of operations.

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, 2013, we had federal and s&tteperating loss carryforwards, or NOLs, of $9#illion and $77.9 million,
respectively, available to offset future taxableome, due to prior period losses, which, if nolized, will begin to expire in 2023 and 2014 for
federal and state purposes, respectively. We a@sge federal research tax credit carryforwardshthbegin to expire in 2028. Realization of
these net operating loss and research tax cradjffeavards depends on future income, and theeerisk that our existing carryforwards could
expire unused and be unavailable to offset futbcerne tax liabilities, which could materially andvarsely affect our results of operations.

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

No deferred tax assets have been recognized doatamce sheet related to these NOLs, as they Byedserved by a valuation
allowance. If we have previously had, or have mftiture, one or more Section 382 “ownership chasigecluding in connection with our
initial public offering or another offering, orvfe do not generate sufficient taxable income, wg nw be able to utilize a material portion of
our NOLs, even if we achieve profitability. If weedimited in our ability to use our NOs in future years in which we have taxable income
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 being a public company, we needudlier develop and maintain our internal control @v financial reporting. If our internal
control over financial reporting is not effectiva, may adversely affect investor confidence in aompany. If we lose our status as an
“emerging growth company”, we will no longer qualiffor the exemption from Section 404 of the Sarbar@xley Act, under the JOBS Act
and need to fully comply with Section 404 of therBanes-Oxley Act by December 31, 2014.

We will be required, pursuant to Section 404 of Haebanes-Oxley Act, to furnish a report by manag@ron, among other things, the
effectiveness of our internal control over finahceporting as of December 31, 2014. This assesswi#meed to include disclosure of any
material weaknesses identified by our managememtiirinternal control over financial reporting.
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We are in the early stages of the costly and chgiifey process of compiling the system and procgssitumentation 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 assdrattour internal controls are effective. For exampi connection 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 posyilfilat a material misstatement of our annual tarim financial statements will not be
prevented or detected on a timely basis. The n#ét@gakness that our independent registered pabtiounting firm identified related to our
lack of sufficient, qualified personnel in accougtiand financial reporting matters to perform pescievel controls and other controls. We
believe that we remediated this material weakne2912.

However, in connection with the audit of our colidated financial statements for fiscal 2012, odeipendent 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 sevilran a material weakness, yet important enougtetit attention by those resp onsible for
oversight of our financial reporting. The signifitaleficiencies that our independent registeredipalccounting 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. While we believe we
remediated the first of these two significant deficies in 2013, in connection with the audit of oansolidated financial statements for 2013,
our independent registered public accounting figtedmined that the second significant deficiendyrsimained as of December 31, 2013.

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 coul d lose investor confidence in the accusmy completeness of our financial reports, whialddtcause the price of our Class A
common stock to decline, and we may be subjectvestigation or sanctions by the Securities anchBrge Commission, or the SEC.

We will be required to disclose changes made inimternal control and procedures on a quarterlysbatowever, our independent
registered public accounting firm will not be repa to formally attest to the effectiveness of imernal 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 mdgeenacted Jumpstart our Bus iness Startups A20b2, or JOBS Act, if we take
advantage of the exemptions contained in the JO&SI#the aggregate market value of our votingktbeld by non-affiliates exceeds $700
million on June 30, 2014, we will cease to be aemyimg growth company and will not be able to tallgantage of these exemptions from
Section 404 provided in the JOBS Act for the 2G&ddl year. At such time, our independent registgngblic accounting firm may issue a
report that may be adverse in the event it is atisfied with the level at which our controls amcdmented, designed or operating. As a result
we may need to undertake various actions, sucmpleimenting new internal controls and proceduresharing accounting or internal audit
staff. Our remediation efforts may not enable uauwoid a material weakness in the future.

We may not be successful in obtaining local accessvices through our recently-created CLEC.

We have formed a competitive local exchange castibsidiary, RCLEC, to allow us to purchase netvsakices 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.Badwidth.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 anéghteaance of a CLEC requires significant expen@sguand we may not realize much or any
benefit from our investment in our subsidiary if d@ 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 asndtl to improve the quality of our
services or lower the cost of our services.
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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 pdlitgbwhich allows our customers to transfer toarsl thereby retain their existing
phone numbers when subscribing to our servicesisfearing numbers is a manual process that canuplte 15 business days or longer to
complete. A new customer of our services must raairttoth our service and t he customer’s existimgng service 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 carrieesy mefuse or substantially delay the transfer o
these numbers to us. Local number portability issedered an important feature by many potentialazners, 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 pbnwith specified number porting timeframes wheistomers leave our service for the
services of another provider. In Canada, the CRagiimposed a similar number portability requiren@nservice providers like us. Similarly
in the UK, Ofcom requires providers of electronierenunications services, like us, to provide nungmetability as soon as practicable and on
reasonable terms. If we, or our third-party casii@re unable to process number portability regueghin the requisite timeframes, we could
be subject to fines and penalties, including, e, compensation payable to our customers. Aalukitily, in the U.S., both customers and
carriers may seek relief from the relevant statdiputility commission, the FCC, or in state odéal court for violation of local number
portability requirements.

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 liretU.S. and foreign countries in
desirable locations at a reasonable cost and witlestrictions. Our ability to procure and disti®lDIDs depends on factors outside of our
control, such as applicable regulations, the prastdf the communications carriers that provide Hiibe cost of these DIDs, a nd the level of
demand for new DIDs. Due to their limited availéiilthere are certain popular area code prefiraswe generally cannot obtain. Our
inability to acquire DIDs for our operations woutthke our services less attractive to potentialarusts in the affected local geographic areas
In addition, future growth in our customer base@gtber with growth in the customer bases of otheviders of cloud-based business
communications, has increased, which increasedepgndence on needing sufficiently large quantitfd3IDs.

We rely on third-party hardware and software thaiambe 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 o f the right to use any of this haate or 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, Incpfeones that we offer for sale to our customeais tise our services. In addition,
we rely on one fulfillment agent to configure arelider our phones to our customers. We currentlypaiohave long-term contracts with these
vendors or with the fulfilment agent. As a resthigse 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 doiake 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 searsystems, which contain complex specificationsilize multiple protocol
standards and software applications. Currentlypti@nes we sell are manufactured by only two thady providers, Cisco Systems, Inc. and
Polycom, Inc. If either of these providers chanipesoperation of their phones, we will be requit@dndertake development and testing efl
to ensure that the new phones interoperate wittsygtem. These efforts may require significanttedyjgind employee resources, and we may
not accomplish these development efforts quicklgast-effectively, if at all. If our vendor-suppiigghones do not interoperate effectively with
our system, our customers’ ability to use our sEwicould be delayed or orders for our servicekldmelicancelled, which would harm our
business, financial condition and results of openst
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We may not be able to manage our inventory levéisatively, which may lead to inventory obsolesceribat would force us to incur
inventory write-downs.

Our vendor-supplied phones have lead times of B®taeeks for delivery and are built to forecabts fire 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 imesnlevels would subject us to the risk of invagtobsolescence, while insufficient levels of
inventory may negatively affect relations with @mers. For instance, our customers rely upon oilityats 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 financialratition may be adversely affected.

We intend to continue to make expenditures andsimvents to support the growth of our business asyl require additional capital to
pursue our business objectives and respond todsssimpportunities, challenges or unforeseen cirtamoss, including the need to develop
solutions or enhance our existing solutions, endan operating infrastructure, and acquire complaary businesses and technologies.
Accordingly, we may need to engage in equity ortdielncings to secure additional funds. Howevddi@onal 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. In addition, the restrictive
covenants in our current credit facilities withi&h Valley Bank and TriplePoint or in other crefditilities we may secure in the future may
restrict us from being able to conduct our operetim a manner required for our business and nsigiceour growth, which could have an
adverse effect on our business, financial condibioresults of operations.

We cannot assure you that we will be able to comilly any such restrictive covenants.. For exammtepne instance in 2013, we
were temporarily out of compliance with one of cawenants in our SVB credit agreement which wasadhby SVB. In the event that we are
unable to comply with these covenants in the fytwmeewould seek an amendment or waiver of the cawisn We cannot assure you that any
such waiver or amendment would be granted. In suent, we may be required to repay any or all efexisting borrowings, and we cannot
assure you that we will be able to borrow underentisting credit agreements, or obtain alternafiveling arrangements on commercially
reasonable terms, or at all.

In addition, volatility in the credit markets mage an adverse effect on our ability to obtain dielaincing. If we raise additional
funds through further issuances of equity or cotilvierdebt securities, our existing stockholdemsldsuffer significant dilution, and any new
equity securities we issue could have rights, pesfees, and privileges superior to those of holdémir Class A common stock. If we are
unable to obtain adequate financing or financingesms satisfactory to us, when we require it, ahility to continue to pursue our business
objectives and to respond to business opportunitieslenges or unforeseen circumstances coulijbdisantly limited, and our business,
results of operations, financial condition and pexds could be materially 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 eese us to curtail our operations.

Our corporate headquarters, one of our data ceaet®ne of our subsidiary’s co-location facilita® located in northern California,
our sole third-party customer service call centmrated by our contractor is located in the Phitipp, and one of our research and
development facilities is located on the coastlmih@. All of these locations are on the Pacific Riear known earthquake fault zones and,
therefore, are vulnerable to damage from earthguakd tsunamis. Additionally, our China facilityresole third-party customer service and
support facility in the Philippines, and our CLEGbsidiary’s co-location facility in Florida are lated in areas subject to hurricanes. We and
our contractors are also vulnerable to other tyfelisasters, such as power loss, fire, floodsdparics, cyber-attack, war, political unrest and
terrorist attacks and similar events that are bdyam control. If any disasters were to occur, ahitity to operate our business could be
seriously impaired, and we may endure system uqpéions, reputational harm, loss of intellectualgarty, delays in our services developm
lengthy interruptions in our services, breachedath security and loss of critical data, all of @éhcould harm our future results of operations.
In addition, we do not carry earthquake insuramgkvae may not have adequate insurance to covdosses resulting from other disasters or
other similar significant business interruptiongyAsignificant losses that are not recoverable undeinsurance policies could seriously
impair our business and financial condition.
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The requirements of being a public company may 8traur resources, divert management’s attention aaffiect our ability to attract and
retain executive management and qualified board niesrs.

As a public company, we are subject to the repgmaguirements of the Securities Exchange Act 8419s amended, or the Excha
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 may increaseegalland financial compliance costs, make someites more difficult, time-consuming or
costly and increase demand on our systems androesgyparticularly 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 amatpdures 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 résuit, management’s attention may be
diverted from other business concerns, which cbaltn our business and results of operations. Ahave have already hired additional
employees to comply with these requirements, we negygl 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 publidasece are creating uncertainty for
public companies, increasing legal and financiahpliance costs and making some activities more-tioresuming. These laws, regulations
and standards are subject to varying int erpretatim many cases due to their lack of specifi@tyd, as a result, their application in practice
may evolve over time as new guidance is providedelgylatory and governing bodies. This could reisudtontinuing 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 ig¢aed administrative expenses and a
diversion of management’s time and attention frerenuegenerating activities to compliance activities. @ailure to comply with these law
regulations and standards could materially and @éle affect our business and results of operations

However, for as long as we remain an “emerging ¢inavempany” as defined in the JOBS Act we will taldvantage of certain
exemptions from various reporting requirements #natapplicable to other public companies thanate'emerging growth companies,”
including, but not limited to, exemption from thexuirement to comply with the auditor attestatiequirements of Section 404 of the
Sarbanes-Oxley Act, reduced disclosure obligatiegarding executive compensation in our periodicais and proxy statements, and
exemptions from the requirements of holding a niodinig advisory vote on executive compensation amckkolder 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) January 1, 2019, (ii) thstffiscal year after our annual
gross revenues are $1.0 billion or more, (iii) da¢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 valueof common stock held by non-affiliates
exceeded $700 million as of the end of the secaradter of that fiscal year. If the aggregate maviedtie of our voting stock held by non-
affiliates exceeds $700 million on June 30, 201d will cease to be an emerging growth companytfer2014 fiscal year.

As a result of filings required of a public compaour business and financial condition has becomeemisible, which we believe m
result in more litigation, including by competitaard other third parties. If such claims are susfegsour business and results of ope rations
could be materially and adversely affected, andhéfhe 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 definethénJOBS Act, and we will take advantage of certai@mptions from various
reporting requirements that apply to other pubimpanies that are “emerging growth companies” wiclg, but not limited to, not bein g
required to comply with the auditor attestationuiegments of Section 404 of the Sarbanes-Oxley rechiced disclosure obligations regarding
executive compensation in our periodic reports@uoaty statements, and exemptions from the requinésn& holding a nonbinding advisory
vote on executive compensation and stockholderosapof any golden parachute payments not prewoasproved. We cannot predict if
investors will find our Class A common stock leisagtive because we may rely on these exemptlbaeme investors find our Class A
common stock less attractive as a result, therebmeayless active trading market for our Class iaroon stock and our stock price may be
more volatile. If the aggregate market value ofting stock held by noaffiliates exceeds $700 million on June 30, 2014 will cease to k
an emerging growth company and will not be ablake advantage of the exemptions provided in tH&SJ@ct for the 2014 fiscal year.
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In addition, Section 107 of the JOBS Act also pdes that an “emerging growth company” can take aidwege 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 d elay the adoptiboestain accounting standards until those starsdanxalild otherwise apply to private
companies. However, we are choosing to “opt outhaf extended transition period, and as a resatwill 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 complyinghwilew 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 fdmrtetogy-related stocks in particular, has beenligigblatile. As a result, the market
price and trading volume for our Class A commortlstoas been and may continue to be highly volaitel investors in our Class A common
stock may experience a decrease in the value ofghares, including decreases unrelated to ouratipg performance or prospects. Factors
that could cause the market price of our Class roon stock to fluctuate significantly include:

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

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

» changes in earnings estimates or recommendatiossduyities or research analysts who track oursGdasommon stock;
« market and industry perception of our successaak thereof, in pursuing our growth strategy;

- strategic actions by us or our competitors, suchcggiisitions or restructurings;

» changes in government and other regulations;

» changes in accounting standards, policies, guidantpretations or principles;

« arrival and departure of key personnel;

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

- changes in general market, economic, and politieatiitions in the U.S. and global economies orrfaia markets, including those
resulting from natural disasters, telecommunicatifailure, cyber attack, civil unrest in varioustpaof the world, acts of war,
terrorist attacks, or other catastrophic eve

Any of these factors may result in large and suddemges in the trading volume and market pricauofClass A common stock and
may prevent investors from being able to sell tehares at or above the price they paid for yoareshof our Class A common stock.
Following periods of volatility in the market pric# a company’s securities, stockholders oftendée urities class-action lawsuits against suc
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, finhoondition and results of operations.

Sales of a substantial number of shares of our Gas 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@asommon stock in the public market, or the pptioe that these sales might oct
could depress the market price of our Class A comstock and could impair our ability to raise capibrough the sale of additional equity
securities. As of March 31, 2014, we had 39,348 dhafes of Class B common stock and 27,615,16@sleéiClass A common stock
outstanding.

Of the total shares of our Class A and Class B comstock outstanding, 37,553,507 shares are ftesd@able without restriction or
further registration under the Securities Act 0839as amended, or the Securities Act, exceptripishares held by our “affiliates” as defined
in Rule 144 under the Securities Act. The remair@8g09,700 shares of Class A and Class B comnoak sutstanding as of March 31, 20
are restricted as a result of securities laws,-lqglagreements, or other contractual restriction# at least June 2, 2014, subject in each case
certain exceptions.
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As of March 31, 2014, the holders of an aggregh8(575,919 shares of Class B common stock, ate4af the total number of
outstanding shares of our Class A and Class B canstazk, based on shares outstanding as of Marck034 calculated on a fully diluted
basis, or their permitted transferees, will betldito rights with respect to registration of thehares under the Securities Act pursuant to an
investors’ rights agreement. Shares of our ClaserBmon stock automatically will convert into shaoé®ur Class A common stock upon any
sale or transfer, whether or not for value, exéeptertain transfers described in our amendedresighted certificate of incorporation to
become effective upon completion of this offeritighese holders of our Class B common stock, reiging their registration rights, sell a
large number of shares, they could materially aheesely affect the market price for our Class fomon stock. If we file a registration
statement for the purposes of selling additionata$ito raise capital and are required to inclhdees held by these holders pursuant to the
exercise of their registration rights, our abili¢yraise capital may be impaired. In addition, fslarch 31, 2014, there were outstanding opl
to purchase 9,679,798 shares of our Class A constomk and Class B common stock, 4,112,015 sharesich were vested as of March 31,
2014. As of March 31, 2014, there were also 318%@0es of restricted stock units of our Class Broon stock, none of which were veste
of March 31, 2014. These shares are freely tradaliteough they are subject to the lock-up arrareygmwe describe below and elsewhere in
this Annual Report on Form 10-K and vesting limdas.

In connection with our secondary offering, we, directors and officers, and the selling stockhalderthe secondary offering, agreed,
subject to certain limited exceptions, not to affell, contract to sell or otherwise dispose ofmter into, any transaction that is designeat
could be expected to, result in the dispositioamf shares of our common stock or other secuitesertible into or exchangeable or
exercisable for shares of our common stock untieJ2y 2014 without the prior written consent of @oén, Sachs & Co. and J.P. Morgan
Securities LLC. In the case of releases with resfecur officers or directors, the representatiovbthe underwriters will, at least three busir
days before the effective date of such releaséyngt of the impending release. We have agreethtmunce such release by press release
through a major news service at least two busidags before the effective date of the release. &vaat predict what effect, if any, market
sales of securities held by our stockholders omatrelability of these securities for future saldl wave on the market price of our Class A
common stock.

We may also issue shares of our Class A commolk stoother securities from time to time as constien 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 otherg@suthat we may issue may in turn be substanti@ may also gran t registration rights
covering those shares of our Class A common stockher securities in connection with any such &itjans and investments.

The dual class structure of our common stock as taned 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 shadlep@nClass A common stock has one vote per sBéwekholders who hold sha
of Class B common stock, including our foundersyus investors and our executive officers, empésyand directors and their affiliates,
together hold approximately 9 3.4% of the votingvpo of our outstanding capital stock. As a reduoltthe foreseeable future, our pre-offering
stockholders will have significant influence ovieetmanagement and affairs of our company and beepttcome 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 colletfivall continue to control a majority
of the combined voting power of our common stock @og as the shares of Class B common stock repres least 10% of all outstanding
shares of our Class A and Class B common stocls. ddnicentrated control will limit your ability tafluence corporate matters for the
foreseeable future, and, as a result, the markad pf our Class A common stock could be adverafficted.

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 tiative voting power of those holders of Classofnmon stock who retain their shares in the
long term. If, for example, Mr. Shmunis retainggngicant portion of his holdings of Class B commstock for an extended period of time, he
could, in th e future, control a majority of thentioined voting power of our Class A and Class B camistock. As a board member,

Mr. Shmunis owes a fiduciary duty to our stockhoédend must act in good faith in a manner he ressgrbelieves to be in the best interests
of our stockholders. As a stockholder, even a adlivig stockholder, Mr. Shmunis is entitled to vdiis shares in his own interests, which may
not always be in the interests of our stockholderserally.
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We have never paid cash dividends and do not aptité paying any cash dividends on our common stock.

We currently do not plan to declare dividends aarstof our common stock in the foreseeable futaceman 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 an investor@stment in our company will be if the
market price of our Class A commo n stock appresiand the investor sells its shares at a prdi#rd is no guarantee that the price of our
Class A common stock that will prevail in the mankal ever exceed the price that an investor pays.

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

The trading market for our Class A common stock @dpend in part on the research and reports ¢isagtarch 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 researchtatar business, th e price of our Class A comntocksmay decline. If one or more of the
research analysts ceases coverage of our compdaysaio publish reports on us regularly, demamorddur Class A common stock may
decrease, which could cause our stock price oinigacblume to decline.

Anti-takeover provisions in our restated certificate iotorporation and bylaws and under Delaware corpbe law could make an
acquisition of us more difficult, limit attempts bgur stockholders to replace or remove our currenanagement and limit the market price
of our Class A common stock.

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

« authorize our board of directors to issue, witHouther action by the stockholders, up to 100,000,6hares of undesignated
preferred stock

« require that, once our outstanding shares of Bassmmon stock represent less than a majority@ttimbined voting power of o
common stock, any action to be taken by our stolcidne be effected at a duly called annual or spewéeting and not by written
consent; specify that special meetings of our $tolders can be called only by our board of diregttre Chair of our board of
directors, or our Chief Executive Office

«» establish an advance notice procedure for stockhg@bposals to be brought before an annual meetiolyding proposed
nominations of persons for election to our boardicdctors;

« establish that our board of directors is dividet itree classes, Class I, Class Il and Claswith each class serving three-year
staggered term:

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

«» 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 outstandingyet of capital stock to amend «
bylaws and certain provisions of our certificateraforporation; an

« reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any giterlny our stockholders to replace or remove oueoll 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 incorgbnat®elaware, we are governed by the provisionSasftion 203 of the Delaware General
Corporation Law, which generally prohibits a Delagvaorporation from engaging in any of a broad ramd business combinations with any
“interested” stockholder for a period of three yefmlowing the date on which the stockholder beeam “interested” stockholder.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

a) Sale of Unregistered Securities

From January 1, 2014 through March 31, 2014, weedsin aggregate of 276,592 shares of Class B camstnok upon the exercise of
common stock warrants held by Silicon Valley Bankl 3riplePoint Capital, LLC in connection with otebt agreements. The warrants were
issued with exercise prices per share ranging $2rh0 to $9.69 and the exercise price was settlatiares of Class B common stock at the
option of the warrant holder in accordance withtrens of the warrants.

None of the foregoing transactions involved anyamditers, underwriting discounts or commissiornrsaimy public offering and we
believe that each transaction was exempt fromebestration requirements of the Securities Acteliance on Section 4(2) of the Securities
Act, as transactions by an issuer not involvingihlis offering. Each recipient of the securitieghese transactions represented his or her
intention to acquire the securities for investmami and not with a view to, or for resale in cocti@n with, any distribution thereof, and
appropriate legends were affixed to the sharefimaties issued in each such transaction. In ea®h, the recipient represented that such
recipient had received adequate information abdmiRegistrant or had adequate access, through hex oelationship with the Registrant, to
information about the Registrant.

b) Use of Proceeds from Public Offering of Commont8ck

On October 2, 2013, we closed our IPO whereby 80®bshares of Class A common stock, which inclugl&d5,000 shares of Class A
common stock sold by us (including 1,125,000 shafe®@mmon stock from the exercise of the overaikmt option of shares granted to the
underwriters), and 80,000 shares of Class A comshack sold by the sellin g stockholders, were sold price of $13.00 per share. The offer
and sale of all of the shares in the initial publifering were registered under the SecuritiespAgsuant to a registration statement on Forfin S
(File No. 333-190815). Goldman, Sachs & Co., J.Brddn, BofA Merrill Lynch, Allen & Company LLC, andaymond James acted as the
underwriters. We did not receive any proceeds filoensales of shares by the selling stockholders.tdtal gross proceeds from the offering to
us after deducting underwriting discounts and cossions of $7.8 million and offering expenses pagdiyl us of $4.0 million, were $99.3
million. There has been no material change in thaned use of proceeds from our initial public dffg as described in our final prospectus
filed with the SEC on September 27, 2013 pursuaiule 424(b) of the Securities Act. We investealftinds received in registered money
market funds.

¢) Use of Proceeds from Secondary Offering of Commdstock

On March 11, 2014, we closed our secondary offanihgreby 7,991,551 shares of Class A common stelclch included 2,791,551
shares of Class A common stock sold by us (inclydi®l,551 shares of common stock from the full eiserof the overallotment option of
shares granted to the un derwriters), and 5,200:886:s of Class A common stock sold by the se#lingkholders, were sold at a price of
$21.50 per share. The offer and sale of all ofstieres in the secondary offering were registereléutne Securities Act pursuant to a
registration statement on Form S-1 (File No. 333132). Goldman, Sachs & Co., J.P. Morgan, BofA Mdrynch, Raymond James, William
Blair, Oppenheimer & Co., Macquarie Capital, andtNland Capital Markets acted as the underwrit&s.did not receive any proceeds from
the sales of shares by the selling stockholders.tdtal gross proceeds from the offering to usraféelucting underwriting discounts and
commissions of $2.9 million and offering expensagagble by us of $1.1 million, were $56.1 milliorhére has been no material change in the
planned use of proceeds from our initial publicdfig as described in our final prospectus filethwiie SEC on March 5, 2014 pursuant to
Rule 424(b) of the Securities Act. We investedfthrels received in registered 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 pittie Quarterly Report.
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EXHIBIT
INDEX

Incorporated
Incorporated by by Reference
Exhibit Reference From From Exhibit
Number Description Form Number Date Filed
10.1 Third Amendment to Lease, dated as of March 1942bB¢ and
between the Company and 1400 Fashion Island | Filed herewitr
31.1 Certification of the Chief Executive Officer pursudo Section 302
of the Sarban«-Oxley Act. Filed herewitr
31.2 Certification of the Chief Financial Officer pursudo Section 302
of the Sarban«-Oxley Act. Filed herewitr
31.2* Certification of the Chief Executive Officer pursudo Section 906
of the Sarban-Oxley Act. Furnished herewit
32.2* Certification of the Chief Executive Officer pursudo Section 906
of the Sarban«-Oxley Act. Furnished herewit
101.INS** XBRL Instance Documer Furnished herewit
101.SCH**  XBRL Taxonomy Extension Schema Docum Furnished herewit
101.CAL**  XBRL Taxonomy Extension Calculation Linkbase Docuntr Furnished herewit
101.DEF**  XBRL Taxonomy Extension Definition Linkbase Docun Furnished herewit
101.LAB**  XBRL Taxonomy Extension Label Linkbase Docum Furnished herewit
101.PRE**  XBRL Taxonomy Extension Presentation Linkbase Doeunt Furnished herewit

* The certifications furnished in Exhibits 32.1d882.2 hereto are deemed to accompany this QuaReport on Form 1@ and will not be
deemed “filed” for purposes of Section 18 of theB#ies Exchange Act of 1934, as amended. Sudlffications will not be deemed to
be incorporated by reference into any filings urttierSecurities Act of 1933, as amended, or thenr8ms Exchange Act of 1934, as
amended, except to the extent that the registpatifically incorporates it by referenc

**  XBRL (Extensible Business Reporting Languag&pirmation is furnished and not filed or a paraakgistration statement or prospectus
for purposes of sections 11 or 12 of the Securfietsof 1933, as amended, is deemed not filed fwppses of section 18 of the Securities
Exchange Act of 1934, as amended, and is othemassubject to liability under these sectic
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SIGNATURES

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

RingCentral, Inc.

Date: May 2, 201- By: /s/ Clyde Hosein
Clyde Hoseir
Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Office
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Exhibit 10.1
THIRD AMENDMENT TO LEASE

THIS THIRD AMENDMENT TO LEASE (“Amendment’) is dated as of March 19, 2014, by and betwedi0IEashion

Island LLC, a Delaware limited liability companyl(andlord ), and RING CENTRAL, INC., a California corporatid” Tenant”).

1.

RECITALS

A. Landlord and Tenant are parties to t hat cer@fiice Lease dated as of April 1, 2011, as ameriedi) that
certain First Amendment to Lease dated as of Aug@s011; and (ii) that certain Second Amendmemhigase dated as of
November 1, 2012 (collectively, thd tase”), pursuant to which Tenant leases from Landladain premises on the 7th floor
known as Suite 700 and containing 18,102 rentahlare feet, Suite 602 on the 6th floor containiAd 29 and Suite 603 on 6th
floor containing 2,949 rentable square feet fastaltof 31,180 rentable square feet (collectiviitg, “ Existing Premises) of the
building (the “Building ") known as Century Centre Il located at 1400 Fashsland Blvd., San Mateo, California, which
Existing Premises are more thoroughly describdtierl_ease. Capitalized terms not otherwise defirerdin shall have the
meanings given them in the Lease.

B. Landlord and Tenant presently desire to amead_&ase in order to add to the Lease additionahises known
as Suite 310 on the 3rd floor of the Building, amoldify the Lease in certain other respects, alhenterms and conditions set
forth herein.

NOW, THEREFORE, in consideration of the foregoitigg parties hereto agree as follows:

Additional Premise.

a. Additional Premises Effective as of the Effective Date (as definedblw), and continuing through September 30,
2014 (the “Additional Premises Terni), Landlord shall lease to Tenant, and Tenant shaiddrom Landlord, Sui
310 on the 3rd floor of the Building, shown outlihen the attached Exhibit A (theAdditional Premises), subject
to the terms and conditions of this Amendment. rélerences in the Lease to thBremises’ shall be deemed to
refer to the Existing Premises and the Additionanfises, collectively. Landlord and Tenant herstigulate for all
purposes of the Lease that the Additional Premisegain 9,288 rentable square fe

b. Effective Date. The" Effective Date” shall be March 1, 2014

C. Condition of Additional Premises: Landics Work.

i. Delivery of Additional Premises Landlord shall deliver the Additional PremisesTenant immediately
upon mutual execution of this Amendment. On opbbeMarch 15, 2014, Landlord shall replace any
missing or damaged ceiling tiles and replace amsghbeards (as needed) within the Additional Prenasels
shall cause the carpet in the Additional Premisdsetprofessionally cleaned (collectively.dndlord’s
Pre-Delivery Obligations’). Tenant shall accept the Additional Premisethiir “AS 1S” condition except
that the HVAC system shall be in good working ceiodi. Subject to Landlord’s obligation to perform
Landlord’s Pre-Delivery Obligations, Landlord shadlve no obligation to make or pay for any renretj
alterations, additions or improvements to preplaeeAdditional Premises for Tenant’s occupancy. Any
renovations, alterations, additions or improveméthis “ Alterations”) desired by Tenant in the Additional
Premises shall be constructed by Tenant at Tensmlescost and expense in a good and workmanlike
manner and in accordance with the procedures anireenents of the Lease, including Article 5
thereof. Tenant shall submit to Landlord for LandIs prior reasonable written approval detaileahgland
specifications showing the Alterations Tenant desip make including a detailed space and furnfilae
(the “Space Plarf). Tenant’s right to make the Alterations is fugt conditioned upon: (i) Tenant's
acquiring all necessary permits required by allliapple governmental authorities based on the fifahs
and specifications approved by Landlord in writi¢ig; Tenant furnishing copies of such permits to
Landlord; and (iii) the compliance by Tenant withcanditions of said permits in a prompt and expieds
manner.

ii. Landlords Work. Other than Landlord’s Pre-Delivery Obligatiotigre shall be no Landlord’s Work in
connection with this Amendment or in connectionhwtie Additional Premise
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Monthly Rent and Operating Expenseb addition to the Monthly Rent payable pursuanérticle 1(M) of the Lease,
commencing as of the Effective Date, Tenant stallmonthly rent for the Additional Premises in #eount of $31,114.80
(the “ Additional Premises Reri)). Landlord agrees that the Additional Premises Reall be abated from the Effective D.
through March 14, 2014. Notwithstanding the foiegpon or before March 15, 2014, Tenant shall fealyandlord an
amount equal to $17,062.95, which amount shallesgnt the Additional Premises Rent due and payeititerespect to the
Additional Premises from March 15, 2014 - March 3014. Commencing on April 1, 2014 and continuamgthe first day of
each month thereafter during the Additional PremiBerm, Tenant shall pay Landlord the full AddigbRremises

Rent. There shall be no operating expense ovefag#ise Additional Premises

Security Deposi. Tenant shall not be required to deliver a ségdeposit in connection with the Additional Preass
Parking Spaces In addition to the surface parking spaces pmdith Tenant under the Lease, Tenant shall bdeshtd use
up to an additional 28 non-assigned, surface pgriraces at the Building, free of charge duringitiditional Premises
Term, or any extension thereof, for a total of h®t-assigned surface parking spac

Holding Over. Notwithstanding anything to the contrary in &k 15 of the Lease, Tenant shall pay Landlord 300%e
amount of the Additional Premises Rent then applegrorated on a per diem basis, for each dawfteshall remain in
possession of the Additional Premises or any pareiof after the expiration or earlier terminatafrthe Additional Premises
Term or the Lease, together with all actual oupofket damages sustained by Landlord on accourggheThe foregoing
provisions shall not serve as permission for Tet@hbld-over, nor serve to the extend the AddaidPremises Term or the
Term of the Lease (although Tenant shall remaimbda comply with all provisions of the Lease ufitinant vacates the
Additional Premises) and Landlord shall have tlyatrat any time thereafter to enter and possesadtd#ional Premises and
remove all property and persons therefrom. Nostéthding the foregoing, Landlord and Tenant agraethe provisions of
this Section 5 shall not apply if during the Addital Premises Term Landlord or Harvest, as the wasebe, and Tenant
enter into a subsequent lease or amendment toeielpursuant to which Landlord or Harvest ageé=t additional space
in the Building to Tenant, and Landlord or Harvisstinable to deliver such additional space to Tep&or the end of the
Additional Premises Term. In such instance, Teshatl have the right to occupy the Additional Pises on a month-to-
month basis, and subject to all of the terms amdlitions of this Amendment (including the paymeh#fdditional Premises
Rent), until such time as such additional spadeisered by Landlord or Harvest to Tenant, or soitter date as the parties
mutually agree

Real Estate Broke..

a. Tenant represents and warrants to Landlord thetsitnot authorized or employed, or acted by imfiioao
authorize or to employ, any real estate brokemat@ssnan to act for Tenant in connection with this
Amendment. Tenant shall hold Landlord harmlesmfemd indemnify and defend Landlord against anyadhd
claims by any real estate broker or salesman éemamission, finder’s fee or other compensation essalt of
Tenant’s entering into this Amendment if such claigainst Landlord is based on said broker or saladming
employed or authorized by Tena

b. Landlord represents and warrants to Tenant thetsitnot authorized or employed, or acted by imfiioao
authorize or to employ, any real estate brokemat@ssan to act for Landlord in connection with #fiimendment
other than CBRE, Inc. Upon the mutual executiothif Amendment, Landlord shall pay a market steshda
brokerage commission to CBRE, Inc. Landlord shaltl Tenant harmless from and indemnify and defBerant
against any and all claims by CBRE, Inc. for a cassion, finder’s fee or other compensation as alred
Landlord’s entering into this Amendment if suchimlaagainst Tenant is based on CBRE, Inc. being eyeypl or
authorized by Landlor

Landlord Termination Right Notwithstanding anything to the contrary herdiis Amendment is subject to and conditioned
upon the consummation of the sale of the Buildipndg.&dndlord to Harvest Properties, Inc., a Califarnorporation (‘Harvest
"), or its assignee, pursuant to that certain Pasehand Sale Agreement and Joint Escrow Instrig;taated February 18,
2014, by and among Landlord, 1450 Mariners Islabh@,la Delaware limited liability company and Harv/ébe “Purchase
Agreement”). Tenant agrees that if the transactions contatad by the Purchase Agreement fail to close figrraason on
or before April 15, 2014, Landlord shall have thght to terminate this Amendment at any time ptiothe expiration of the
Additional Premises Term by delivering written metito Tenant (the Termination Notice”) in accordance with Article 30
the Lease. Tenant agrees to vacate the Additlreahises no later than fifteen (15) days afterdloeipt of the Termination
Notice. If Tenant fails to vacate the AdditionaéRises as provided in this Paragraph 7, thendld-over provisions of
Paragraph 5 above shall apy

Authority . Tenant hereby covenants and warrants that (@rftés duly incorporated or otherwise establistie
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10.

formed and validly existing under the laws of itste of incorporation, establishment or formatigr), Tenant has and is duly
qualified to do business in the state in whichBlidding is located, (c) Tenant has full corporptaver and authority to enter
into this Amendment and to perform all Tenant'sigditions hereunder, and (d) each person (and #tleopersons if than one
signs) signing this Amendment on behalf of Tenamtuly and validly authorized to do ¢
Miscellaneous This Amendment and the Lease as amended hegplgsents the entire agreement of the partiesdiegar
the matters set forth herein, and all prior agregmeith respect to such matters, whether writtearal are merged
herein. This Amendment and the Lease as amendebyhghall bind, and shall inure to the benefittio§ successors and
assigns of the parties. This document may be ézddén counterparts with the same force and e#isdf the parties had
executed one instrument, and each such countestpaittconstitute an original hereof. No provisafrthis Amendment that
held to be inoperative, unenforceable or invalidlishffect the remaining provisions, and to thisl@fl provisions hereof are
hereby declared to be severable. Time is of theree of this Amendment. This Amendment shalldemed by the laws
of the State of California, and shall not be effezbr enforceable against either party until antéss it is executed by both
parties and delivered by each to the ot
Lease in Full Force and EffectExcept as amended by this Third Amendment, #sk remains in full force and effect ar
hereby ratified and affirmed by the parties her

[SIGNATURE PAGE FOLLOWS]




IN WITNESS WHEREOF, the parties have executedAlnendment as of the date and year first aboveenritt

Landlord : Tenant:
1400 FASHION ISLAND LLC, RING CENTRAL, INC.,
a Delaware limited liability company a California corporation
By: 1400 Manager, LLC, a Delaware By: /s/ John Marlow
limited liability company NameJohn Marlow
Title: SVP
By: /s/ Sherrilyn Fisher By: /s/ Clyde Hosein
Name: SHERRILYN FISHEI NameClyde Hosein
Title: Secretary and Treasurer Title: CFO
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Exhibit 31.1

Certification of Principal Executive 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

[, Vladimir Shmunis, certify that:

1. I have reviewed this Quarterly Report on Forr-Q of RingCentral, Inc.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to
the period covered by this repc

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

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimiisclosure controls and procedures
(as defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proceduresgused such disclosure controls and procedures tkesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Evaluated the effectiveness of the registisadi5sclosure controls and procedures and preséntais report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on

such evaluation; an

(c) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabirg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors fa@rsons performing the equivalent
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

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

/s/ Vladimir Shmunis
Vladimir Shmunis

Chief Executive Officer and Chairman

(Principal Executive Officer

Date: May 2, 2014



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. I have reviewed this Quarterly Report on Forn-Q of RingCentral, Inc.

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or om#téde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to
the period covered by this repc

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

4. The registrant’s other certifying officer(s)daihare responsible for establishing and maintagjmisclosure controls and procedures
(as defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isg prepared

(b) Evaluated the effectiveness of the registiadisclosure controls and procedures and preseantbis report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; an

(c) Disclosed in this report any change in the regittseinternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabmrg that has material
affected, or is reasonably likely to materiallyeadtf, the registra’s internal control over financial reporting; &

5.  The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internalrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors farsons performing the equivalent
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

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

/s| Clyde Hosein
Clyde Hosein

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

Date: May 2, 2014



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 10-Q for the qealy period ended March 31,
2014 as filed with the Securities and Exchange Ci@sion 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 requirermsenf section 13(a) or 15(d) of the Securities ExgjeaAct of 1934, as
amended; an

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operatio
of the Company

Date: May 2, 2014

/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 10-Q for the qealy period ended March 31,
2014 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), |, Ciiesein, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to 8 906 of the Sarbanes-Oxley®2002, that:

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

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operatio
of the Company

Date: May 2, 2014

/s/ Clyde Hosein
Clyde Hosein

Executive Vice President and Chief Financial Offi

(Principal Financial Officer)



