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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 managenietiefs 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 suctaaticipates,” “believes,” “could,” “seeks,”

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

negatives of those terms. Forward-looking statemiude, but are not limited to, statements about
* our future financial 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 tieesls, and our ability to
successfully monetize thel

®* maintaining and expanding our customer b

* 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 custienand internationally

* 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 regs in which we or our subcontractors oper

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

forward-looking statements. We discuss these iiskgeater detail in the section entitled “Risk 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 bgagaterially 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, evenii mformation becomes available in the
future.




PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

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

June 30, December 31
2014 2013
Assets:
Current assets:
Cash and cash equivale $ 151,418  $ 116,37!
Accounts receivable, n 5,11¢ 3,04t
Inventory 2,172 2,111
Prepaid expenses and other current a: 9,12¢ 5,21«
Total current assets 167,83! 126,74
Property and equipment, r 24,51¢ 16,66(
Other asset 2,05: 1,77
Total assets $ 194,40 % 145,18!
Liabilities and Stockholders' Equity:
Current liabilities:
Accounts payabl $ 425 % 4,41
Accrued liabilities 25,80« 20,55¢
Current portion of capital lease obligati 92( 347
Current portion of lon-term debt 9,10t 9,871
Deferred revenu 20,17: 16,55:
Total current liabilities 60,25: 51,74
Long-term debi 20,49 24,35¢
Sales tax liability 3,93¢ 3,98¢
Capital lease obligatio 69¢ 247
Other lon¢-term liabilities 3,19: 1,33¢
Total liabilities 88,57¢ 81,67(
Commitments and contingencies (Note
Stockholders' equity:
Common stocl 7 6
Additional paic-in capital 262,44 193,57:
Accumulated other comprehensive | (640 (310
Accumulated defici (155,989 (129,75
Total stockholders' equity 105,82! 63,51!
Total liabilities and stockholders' equity $ 194,40. $ 145,18!

See accompanying notes to condensed consolidatathficial statements




Revenues:
Services
Product
Total revenue:
Cost of revenues:
Services
Product
Total cost of revenue
Gross profit
Operating expenses:
Research and developmt
Sales and marketir
General and administrati
Total operating expens
Loss from operation
Other income (expense), net:
Interest expens

Other income (expense), r

Other income (expense), r

RINGCENTRAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited, in thousands, except per share data)

Three Months Ended

Six Months Ended

Loss before provision (benefit) for income ta
Provision (benefit) for income tax

Net loss

Net loss per common sha
Basic and dilutel

Weighted-average number of shares used in compnéhtpss per

share
Basic and dilutes

June 30, June 30,

2014 2013 2014 2013
$ 47,867 $ 34,47 % 91,717 % 66,74«
4,92( 3,23¢ 9,33 6,48¢
52,78} 37,70¢ 101,04¢ 73,22¢
14,79: 11,38¢ 28,50¢ 22,09¢
4,751 3,27: 8,94( 6,301
19,54: 14,66 37,44¢ 28,39¢
33,24 23,04: 63,60: 44,83(
10,87« 8,60¢ 20,541 16,11(
25,68¢ 16,32« 49,64¢ 33,46¢
9,492 11,23: 18,45¢ 17,78
46,05¢ 36,16! 88,65 67,35
(12,810 (13,119 (25,049 (22,52)
(476) (589 (1,077) (1,227)
93 (44) 56 (247)
(383) (632) (1,02)) (1,479
(13,199 (13,757 (26,069 (24,007
137 (132) 165 (120)
$ (13,330 $ (13619 $ (26,23) $ (23,88)
$ 0.20 $ 0.600 $ 0.40 $ (1.05)
67,29¢ 22,76¢ 65,557 22,69¢

See accompanying notes to condensed consolidatathficial statements




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

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Net loss $ (13,3300 $ (13,619 $ (26,239 $ (23,88))
Other comprehensive loss:
Foreign currency translation adjustments, (230) 35 (330) 244
Comprehensive loss $ (13,560) $ (13,584 $ (26,564 $ (23,637)

See accompanying notes to condensed consolidatathficial statements




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

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Sharebased compensatic
Noncash interest expense related to
Loss on disposal of ass¢
Deferred income ta
Changes in assets and liabiliti
Accounts receivabl
Inventory
Prepaid expenses and other current a:
Other asset
Accounts payabl
Accrued liabilities
Deferred revenu
Other liabilities
Net cash used in operating activit
Cash flows from investing activities:
Purchases of property and equipir
Restricted investmen
Net cash used in investing activiti
Cash flows from financing activities:
Net proceeds from secondary public offering of canratock
Net proceeds from debt agreeme
Repayment of det
Repayment of capital lease obligatic
Proceeds from issuance of preferred stock war
Payment of offering cos
Proceeds from exercise of stock options and comstaok warrant:
Net cash provided by (used in) financing activi
Effect of exchange rate changes on cash and casbaéts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents:
Beginning of perioc
End of perioc
Supplemental disclosure of cash flow data:
Cash paid for intere:
Cash paid for income tax
Noncash investing and financing activities:
Change in liability for unvested exercised opti
Accrued liability for deferred offering cos
Equipment purchased and unpaid at period
Equipment acquired under capital le

See accompanying notes to condensed consolidatathficial statements

Six Months Ended

June 30,
2014 2013

(26,23) $  (23,88)
4,59( 4,35]
7,10¢ 2,33¢
122 15¢
24 —
82 (45)
(2,079 72¢
(63) (31¢)
(3,911 (2,055)
(66€) (58)
(504) 132
5,11¢ 3,25¢
3,61¢ 2,41¢
1,80¢ 624
(10,982 (12,35)
(10,50¢) (5,957
— (130)
(10,506 (6,08))
57,167 —
— 3,65¢
(4,75)) (3,96))
(123 (20€)
— 26t
(1,219 (232)
5,47¢ 42¢
56,55( (50)
(22) (10
35,04( (18,499
116,37¢ 37,86¢
151,41t $ 19,36¢
604 $ 68t
67 31
28 % 7€
— 1,23¢
1,56¢ 1,141
1,14¢ —




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 providersafftware-as-a-service (“SaaS”) solutions for bussnr@mmunications. The Company
was incorporated in California in 1999 and wasaeiporated in Delaware on September 26, 2013. Tdmepany is headquartered in San
Mateo, California.

Public Offerings

On October 2, 2013, the Company completed an lipitiblic offering (“IPO”)and sold 8,625,000 shares of Class A common stothe
public, including the underwriters’ overallotmergtion of 1,125,000 shares of Class A common stock&D,000 shares of Class A common
stock sold by selling stockholders, at a price 18.90 per share. The offer and sale of all of tiees in the IPO were registered under the
Securities Act pursuant to a registration staternarfeorm S-1 (File No. 333-190815) (the “Initialgi&ration Statement”). The Company
received aggregate proceeds of $103,309,000 frentP®, net of underwriters’ discounts and commissidut before deduction of offering
expenses of approximately $3,888,000.

On March 11, 2014, the Company completed its sesmynalublic offering and sold 7,991,551 shares @fs€IA common stock to the
public, including 791,551 of the underwritems/erallotment option and 5,200,000 shares of Chassmmon stock sold by selling stockholde
at a price of $21.50 per share. The offer and aiaddl of the shares in the secondary public offgnivere registered under the Securities Act
pursuant to a registration statement on Form Sié 0. 333-194132) (the “Secondary Registratioat&nent”). The Company received
aggregate proceeds of $57,167,000 from the secppdétic offering, net of underwriters’ discountsdacommissions, but before deduction of
offering expenses of approximately $1,050,000.

Basis of Presentatiol

The unaudited condensed consolidated financiamsimts and accompanying notes of the Company retflleadjustments (all of which
are normal and recurring in nature) that, in thimiop of management, are necessary for a fair ptaien 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 expkfte any subsequent quarter or for 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 fimdstatements 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 changg®i€ompany’s significant accounting policies frtrmase that were disclosed in the
Company'’s audited consolidated financial statemtntthe fiscal year ended December 31, 2013.

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make egtsiand assumptions that
affect the reported amounts of assets and liaslgind disclosure of contingent assets and ligisilét the date of the financial statements and
the reported amounts of revenues and expensegdbemneporting period. The significant estimateglmby management affect 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 thewpdjtested prospectively based upon such periodiluatian. Actual results could differ from
those estimates.




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Recent Accounting Pronouncemen

In May 2014, the Financial Accounting Standardsr8dthe “FASB”) issued Accounting Standards UpdégsU”) No. 2014-09,
Revenue from Contracts with Customers (Topic . The new guidance is a result of a joint projeith the International Accounting
Standards Board (the “IASB”) to clarify and convertfe revenue recognition principles under U.S. ®%hd IFRS and to develop guidance
that would streamline and enhance revenue recogméiquirements. Entities have the option of usittiger a full retrospective or modified
retrospective approach for the adoption of thedsteth The ASU is effective for fiscal years, antbiim periods within those years, beginning
after December 15, 2016. The Company is currendyjuating the impact that the standard will havétsrwonsolidated financial statements.

In June 2014, the FASB issued ASU No. 2014A&ounting for Share-Based Payments When the Tafrars Award Provide That a

Performance Target Could Be Achieved after the RéguService Perio. The new standard requires that a performancetténgt affects
vesting and that could be achieved after the régussrvice period be treated as a performanceittomdAs such, the performance target
should not be reflected in estimating the grana-dair value of the award. The ASU is effective fiscal years, and interim periods within

those years, beginning after December 15, 2014 Cdmpany is currently evaluating the impact thatstandard will have on its consolidated

financial statements.

Note 2. Financial Statement Components

Cash and cash equivalents consisted of the follg\imthousands):

June 30, December 31,
2014 2013
Cash 22,38¢ 34,561
Money market fund 129,02¢ 81,817
Total cash and cash equivale 151,41¢ 116,37¢
Accounts receivable, net consisted of the follow(imgthousands):
June 30, December 31
2014 2013
Accounts receivabl 3,85¢ 2,192
Unbilled accounts receivab 1,365 992
Allowance for doubtful accoun (103) (139)
Accounts receivable, n 5,11¢ 3,04E
Property and equipment, net consisted of the fatigwin thousands):
June 30, December 31
2014 2013
Computer hardware and softwz 39,88t¢ 30,44¢
Interna-use software development co 5,13t 4,63¢
Furniture and fixture 1,88: 1,12
Leasehold improvemen 2,37¢ 85¢
Property and equipment, grc 49,28 37,07:
Less: accumulated depreciati (24,766 (20,417
Property and equipment, r 24,51t 16,66(




RINGCENTRAL, INC.

Notes to Condensed Consolidated Financial StatemanfUnaudited)

Accrued liabilities consisted of (in thousands):

June 30, December 31
2014 2013
Accrued compensation and bene 6,13¢ 5,66(
Accrued sales, use and telecom related t 5,57¢ 3,967
Accrued expense 13,11( 10,16¢
Other 982 764
Total accrued liabilitie: $ 25,80+ $ 20,55¢

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 tearefiability 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 esse 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 supportelittiy or no market activity and that are basedmamagement’s assumptions, including fair
value measurements determined by using pricing lepdiscounted cash flow methodologies or siméahhiques.

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

Balance at
June 30, 201« (Level 1) (Level 2) (Level 3)
Cash equivalent:
Money market fund $ 129,02¢ $ 122,73 $ 6,29¢ % —
Other asset:
Certificates of depos $ 630 $ —  $ 630 3 —
Balance at
December 31, 201. (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, the stable interederenvironment and considering our credit risks,darrying value of debt approximates fair
value.

Note 4. Debt

As of June 30, 2014, the Company'’s debt is comgrisdorrowings under loan and security agreemeasteymended, with Silicon
Valley Bank (“SVB") and TriplePoint Capital LLC (‘fTplePoint”).
SVB Loan Agreemen

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

10




RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

The 2012 term loan was borrowed in March 2012 wifirincipal amount of $8,000,000, which is beingaid 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%4.50% or (ii) adjusted LIBOR rate (based on,dn®, three or six-month interest periods)
plus a margin of 3.25% or 3.50%, in each case mualyin being determined based on cash balancedaimad with SVB. The Company
elected the prime rate option and, based on cdahdss maintained with SVB at June 30, 2014, theeatiinterest rate is 3.5%. In addition, a
final terminal payment equal to 0.5% of the oridjile@n principal is due at maturity. As of June 3014, the outstanding principal balance of
the 2012 term loan was $2,000,000.

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 (basadaoe, two, three or six-month interest
periods) plus a margin of 3.75% or 4.00%, in eaadecsuch margin being determined based on casfckalaaintained with SVB. The
Company elected the prime rate option and basexasim balances maintained with SVB at June 30, 28&4;urrent interest rate is 4.0%. A
June 30, 2014, the outstanding principal balantbe®®013 term loan was $13,438,000.

The revolving line of credit provides for a maximinorrowing of up to $15,000,000 subject to limigsbd on the outstanding principal
balance of the 2012 term loan and recurring supsen revenue amounts as defined in the agreenfietrecurring 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 Corigaption 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 Companyesldbe prime rate option and based on cash balanamtained with SVB at June 30,
2014, the current interest rate is 3.5%. All outdtag principal and unpaid interest must be repgidugust 13, 2015. As of June 30, 2014, the
outstanding principal balance and the availabledwing capacity of the line of credit were $10,70(&) and $2,222,000, 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 emsrthat limit the Company’s ability to, amongeatthings, incur additional
indebtedness, grant liens, make investments, repsecstock, pay dividends, transfer assets andenoercpnsolidate. The SVB agreement alst
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 ageaern®n June 17, 2014, the Company adjusted cdimaincial covenant thresholds to
expand its ability to invest in certain foreign sidiaries. The Company was in compliance with allenants under its credit agreement with
SVB as of June 30, 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. As of June 30, 2014, the outstanding@pal balance of the TriplePoint equipment teramlavas $3,676,000.

The TriplePoint equipment loan and security agregroentains customary negative covenants that timeitCompany’s ability to, among other
things, incur additional indebtedness, grant lienake investments, repurchase stock, pay dividdératssfer assets and merge or consolidate.
The TriplePoint equipment loan and security agregrakso contain customary affirmative covenantsluiding requirements to, among other
things, deliver audited financial statements. OmeJii7, 2014, the Company adjusted certain finagoaknant thresholds to expand its ability
to invest in certain foreign subsidiaries. The Campwas in compliance with all covenants undecritglit agreements with TriplePoint as of
June 30, 2014.
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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. atetniational 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-lamatigreements to support its cloud infrastructurdlarch 2014, the Company entered into a
new lease for its office in Denver, Colorado fdotal lease commitment of $4,653,000 million thro @919 and lease incentives totaling
$1,159,000 million. In May 2014, the Company enddrgo a new lease for its office in London, Engldar a total lease commitment of
approximately $1,941,000 million through 2019 watt option to extend through 2024. Both agreememita escalating monthly rental
payments over the lease term, which will be amedtito rent expense on a straight-line basis oeeleiise term.

Sales Tax Liability

During 2010 and 2011, the Company increased iessaid marketing activities in the U.S., which rhayasserted by a number of states
to create an obligation under nexus regulatioreotiect sales taxes on sales to customers in #te. frior to 2012, the Company did not co
sales taxes from customers on sales in all stiidise second quarter of 2012, the Company comnteocakecting and remitting sales taxes on
sales in all states so a loss contingency relatedles taxes exists for sales and marketing &ietivin 2010, 2011 and the six months ended
June 30, 2012. As of June 30, 2014 and Decemb&(3B, the Company had a balance for a long-tefes $ax liability of $3,939,000 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 fututeea€ompany obtains new information which canlteéswadjustments 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 aimt¢s expected to be remitted in the next twelve ttmoof $4,306,000 and $3,451,00(
included in accrued liabilities as of June 30, 2@hd December 31, 2013, respectively.

Legal Matters

The Company determines whether an estimated lossdrcontingency 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 potentedults and outcomes, assuming various combinatibagpropriate litigation and settlement
strategies. Legal fees are expensed in the pariwndhich they are incurred. As of June 30, 2014 @adember 31, 2013, the Company did not
have any accrued liabilities recorded for such tasgingencies.

Note 6. Share-Based Compensation

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

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Cost of services revenu $ 348 % 87 $ 644  $ 168
Research and developmt 848 242 1,50C 517
Sales and marketir 1,30t 225 2,265 404
General and administratiy 1,43C 668 2,69¢ 1,247
Total shar-based compensation expel $ 3931 % 1,222 3 7,108 $ 2,33¢€
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

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

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Options $ 2,61 % 1,22z $ 507z % 2,33€
Employee stock purchase plan rig 425 — 930 —
Restricted stock uni 888 — 1,10€ —
Total shar-based compensation expel $ 3931 $ 1,22z  $ 7,106 % 2,33€

As of June 30, 2014 and December 31, 2013, theseapproximately $22,466,000 and $22,439,000 ofaageized share-based
compensation expense, net of estimated forfeituedeted to nonvested stock option grants, whidhbeirecognized on a straight-line basis
over the remaining weighted-average vesting perddpproximately 2.7 years and 3.0 years, respalgti

Equity Incentive Plans

As of June 30, 2014 a total of 7,795,000 sharesimed available for grant under the 2013 Plan. irsary of option activity under
all of the Company’s equity incentive plans at J88e2014 and changes during the period then eisda@sented in the following table:

Weighted-
Number of Weighted- Average Aggregate
Options Average Contractual Intrinsic

Outstanding Exercise Price Term Value

(in thousands) Per Share (in Years) (in thousands)
Outstanding at December 31, 2( 11,15¢ $ 5.87 77 $ 139,48«
Grantec 840 16.14
Exercisec (2,00€) 1.5C
Canceled/Forfeite (403) 5.62
Outstanding at June 30, 20 9,587 $ 7.69 75 $ 73,09¢
Vested and expected to vest as of June 30, 9,087 $ 7.5€ 74 % 70,604
Exercisable as of June 30, 2C 4,411 $ 4.08 64 $ 48,84+
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

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):

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Weighted average grant date fair value per s $ 5.7 $ 572 $ 6.52 $ 5.40
Total intrinsic value of options exercis $ 4,75¢ $ 1,12¢ $ 27,34C $ 2,26€

The Company estimated the fair values of each n@twarded on the date of grant using the Black-feshaption 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@mgrmodels in the periods presented were as fstlow

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Expected term for employees (in yez 4.3 6.1 4.4 6.1
Expected term for n-employees (in year: 7.0 10.C 7.0 10.0
Risk-free interest rat 1.34% 1.42% 1.36% 1.36%
Expected volatility 48% 54% 48% 55%
Expected dividend raf 0% 0% 0% 0%

On January 29, 2014, the Compensation CommittéeeoBoard of Directors approved an amendment toedse 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 purchaseesha#the Class A common stock at a discount thrguayroll deductions of up to t
lesser of 15% of their eligible compensation or $28 per calendar year, at not less than 90% diihenarket value, as defined in the ESPP,
subject to any plan limitations. A participant 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 Nober 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 offeringgeends six months after the beginning of
the offering period, on the last trading day omfter May 10th and November 10th of each yearhatand of the offering period, the purchase
price is set at the lower of: (i) 90% of the faalwe of the Company’s common stock at the beginofrtge six month offering period, and
(ii) 90% of the fair value of the Company’s comnginck at the end of the six month offering peridd.of June 30, 2014, there was a total of
$395,000 of unrecognized share-based compensagmmee, net of estimated forfeitures, related tBESvhich will be recognized on a
straight-line basis over the remaining weightedrage vesting period of approximately 0.4 yearsJuste 30, 2014, a total of 1,658,000 share:
were available for issuance under the ESPP.

Restricted Stock Unit

For the three months ended June 30, 2014, we i€i&850 restricted stock units of Class A commtonksunder the 2013 Plan with a
weighted average grant date fair value of $15.%5hare. As of June 30, 2014, there was a tothl 6f175,000 of unrecognized share-based
compensation expense, net of estimated forfeituedeted 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 and six months edded 30, 2014 and 2013. Property and equipmegébgraphic location is based on the
location of the legal entity that owns the assétlune 30, 2014 and December 31, 2013, more th#na®@ 84%, respectively, of the
Company’s property and equipment was located iruthieed States, with no single country outsidelWimited States representing more than
10% of property and equipment.
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RINGCENTRAL, INC.
Notes to Condensed Consolidated Financial StatemanfUnaudited)

Note 8. Income Taxes

The provision (benefit) for income taxes for thesthand six months ended June 30, 2014 and 20%3$1&Y,000, ($132,000), $165,000
and ($120,000), respectively. The provision foloime taxes during the three and six months endesl Jun2014 consisted primarily of state
minimum taxes, foreign income taxes, and the woffesf a foreign deferred tax asset recognizeddh® The benefit for income taxes during
the three and six months ended June 30, 2013 ¢tedsitforeign income taxes, state minimum taxabsraaognition of a foreign tax credit.

For the three and six months ended June 30, 2042@183, the provision for income taxes differedrirthe U.S federal statutory amol
primarily due to state and foreign taxes curreptlyable, and the Company realized no benefit foreot year losses due to maintaining a full
valuation allowance against the U.S. and foreigrdeéerred tax assets.

The realization of tax benefits of deferred taxetsss dependent upon future levels of taxablenresmf 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 asselisb&irealizable. Accordingly, the Company has fded a full valuation allowance against the
domestic and foreign net deferred tax assets asra 30, 2014 and December 31, 2013. The Compé#anydis to maintain the remaining
valuation allowance until sufficient positive evithe exists to support a reversal of, or decregdbérnvaluation allowance.

During the three and six months ended June 30,,20&de have been no material changes to theaotalint of unrecognized 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 shateriguted by giving effect to all potential sharésammon stock, including preferred stock,
warrants to exercise common and preferred stodkmgpand restricted stock units, to the extent #reydilutive. Upon the effectiveness of the
Initial Registration Statement and the filing of @ertificate of Incorporation in Delaware on Semter 26, 2013, all outstanding preferred
stock and warrants to purchase preferred stock aereerted to common stock and warrants to purcbasemon stock, respectively. For the
three and six months ended June 30, 2014 and 20K8ich common stock equivalents have been exdlfrden diluted net loss per share as
the effect to net loss per share would be antitigiu

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

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013

Numerator

Net loss $ (13,330 $ (13,61¢) $ (26,239 $ (23,88))
Denominatol

Weighted-average common shares for basic and dihgé

loss per shar 67,29¢ 22,76¢ 65,557 22,69¢

Basic and diluted net loss per sh $ (0.20) $ (0.6C) $ (0.40) $ (1.05)
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The following table sets forth the potential shasEsommon stock that were excluded from dilutedgiveed-average common shares
outstanding (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Shares of common stock issuable upon conversipnedérred
stock — 30,36¢ — 30,36¢
Shares of common stock issuable upon conversigragfants — 370 — 370
Shares of common stock subject to repurcl 22 61 22 61
Shares of common stock issuable under equity ine@atvards
outstanding 10,54( 9,84¢ 10,54( 9,84¢
Potential common shares excluded from diluted ot per
share 10,562 40,64¢ 10,56: 40,64¢
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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 aradeelnotes 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”) vifth SEC. As
discussed in the section titled “Special Note Rdgay Forward-Looking Statements,” the followingalission and analysis contains forward-
looking statements that involve risks and uncetited) 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, thasentified 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 markdiudsiness 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 customerspsall their locations, all their employees, ladl time, thus enabling a more productive anc
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, includinwartphones, 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, bissr®MS, integration with Dropbox, Box, Google Draved Microsoft Office and Outlook,
and conferencing capabilities. Our Premium Editrtudes the Standard Edition functionality togetivéh Salesforce CRM integration,
automatic call recording and premium support. OuteEprise Edition was launched in 2013 which inekithe Premium Edition functionality
together with multipoint HD video and web confergigcand online meetings functionality. During Ma12, these new features (multipoint
HD video and web conferencing and online meetimgge added to our Standard and Premium editionsrendl! editions vary in the number
of toll-free minutes and number of attendees.

We primarily generate revenues by selling subsorigtfor our RingCentral Office, RingCentral Prafiemal, and RingCentral Fax
offerings. RingCentral Office is offered at montisiybscription rates, varying with the specific fimalities 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 ofspag® phone humbers allotted to the plan

Our subscription plans have historically had montirlannual contractual terms and approximately @%ur current customers are
on monthly contractual terms, although we also tsescription plans with multi-year contractuahtsr generally with larger customers. We
believe that this flexibility in contract duratia®mimportant to meet the different needs of out@uers. Generally, our fees for subscription
plans have been billed in advance via credit ddaivever, as the number of RingCentral Office cugtwith more users grows, we expect
bill more customers through commercial invoiceshwitistomary payment terms and, accordingly, owsl$eof accounts receivable may
increase. A significant component of our accouateivable is derived from resellers. For the tlane@ six months ended June 30, 2014 and
2013, services revenues accounted for more thandd@r total revenues. The remainder of our reesria primarily comprised of product
revenues from the sale of pre-configured officer@sy which we offer as a convenience to our custeimeconnection with subscriptions to
our services.

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 sdtece while also developing indirect sales chétemarket our brand and our service
offerings. Our indirect sales channel consists né@vork of over 1,500 sales agents and reseitarisiding AT&T, which we refer to
collectively as resellers. We intend to continuéotster this network and to expand our network eitfier resellers. In 2014, we entered into
agreements with TELUS Communications Company, dtU¥, and British Telecommunications plc, or BT etpand our indirect sales
channel in Canada and the United Kingdom, respalgtiv
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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 increased number of customers, increased aveudigeription revenues per customer, and incre@seqdtion of our existing customer and
user base. We define a “customer” as one indivitliilithg 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
June 30, 2014, we had over 300,000 customers fndmrstries including advertising, finance, healtb¢éagal services, non-profit
organizations, real estate, retail and technolagg,ranging in size from businesses with fewer tttansers to more than 1,200 users. In
October of 2013, we launched RingCentral Officéhim United Kingdom. For the three and six monttadeenJune 30, 2014 and 2013, 99% of
our total revenues were generated in the U.S. am&da, although we expect the percentage of alrrextenues derived outside of the U.S.
and Canada to grow as we expand internationaligarinited Kingdom 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 futbstantial 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 ablsetble 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 million and $46.1 million, in 2012012 and 2013, respectively. For the three montde& June 30, 2014 and 2013, our total
revenues were $52.8 million and $37.7 million, exdjvely, representing a year-over-year increas#ét. For the six months ended June 30,
2014 and 2013, our total revenues were $101.0amilind $73.2 million, respectively, representingar-over-year increase of 38%. For the
three months ended June 30, 2014 and 2013, olossets were $13.3 million and $13.6 million, respety, and for the six months ended
June 30, 2014 and 2013, our net losses were $2Bi@mand $23.9 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 Six Months Ended
June 30, June 30,
2014 2013 2014 2013

Revenues:

Services $ 47,867 $ 34,47 $ 91,717 $ 66,74«

Product 4,92( 3,23 9,33: 6,48~
Total revenue 52,78 37,70 101,04¢ 73,22¢
Cost of revenues:

Services 14,79: 11,38¢ 28,50¢ 22,09¢

Product 4,751 3,27: 8,94( 6,301
Total cost of revenue 19,54 14,66: 37,44¢ 28,39¢
Gross profit 33,24« 23,04 63,60: 44,83(
Operating expenses:

Research and developm 10,87 8,60¢ 20,54° 16,11(

Sales and marketir 25,68¢ 16,32« 49,64t 33,46¢

General and administrati 9,49: 11,23 18,45¢ 17,78
Total operating expens 46,05« 36,16 88,65 67,35’
Loss from operation (12,810 (13,119 (25,049 (22,527
Other income (expense), net:

Interest expens (47¢€) (58¢) (1,077) (1,227

Other income (expense), r 93 (44 56 (247)
Other income (expense), r (389) (632) (1,029 (1,479
Loss before provision (benefit) for income ta (13,199 (13,75) (26,069 (24,00
Provision (benefit) for income tax 137 (132) 16E (120
Net loss $ (13,330 $ (13,619 $ (26,239 $ (23,88))
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Percentage of Total Revenues:

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013

Revenues:

Services 91% 91% 91% 91%

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

Services 28 30 28 30

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

Research and developmt 21 23 20 22

Sales and marketir 49 43 49 46

General and administratiy 18 30 18 24
Total operating expens 88 96 87 92
Loss from operation (25) (35) (24) (31)
Other income (expense), net:

Interest expens @ 2 Q) 2

Other income (expense), r — — — —
Other income (expense), r (D) 2 (1) (2
Loss before provision (benefit) for income ta (26) (37 (25) (33
Provision (benefit) for income tax — — — —
Net loss (26)% (37% (25)% (33)%

Comparison of the Three and Six Months Ended June(@ 2014 and 2013 (dollars in thousands):

Revenue
Three Months Six Months
Ended June 30 Ended June 30
(in thousands, except percentages) 2014 2013 $ Change % Change 2014 2013 $ Change % Change
Revenues
Services $ 47867 $ 34,47 $ 13,39¢ 39% $ 91,717 $ 66,74¢ $ 24,97 37%
Product 4,92( 3,23: 1,68 52% 9,33: 6,48¢ 2,84 44%
Total revenue $ 52,78 $ 37,700 $ 15,08: 4C% $101,04¢ $ 73,22¢ $ 27,82 38%
Percentage of revenue
Services 91% 91% 91% 91%
Product 9 9 9 9
Total 10(% 10C% 10C% 10(%

Service revenues increased for the three and sittrm@nded June 30, 2014 primarily due to the adeprn of new customers and an
increase in the number of users within our existingtomer base. In addition, our services revemiggontained a higher proportion of
RingCentral Office customers for the three andnsbnths ended June 30, 2014 compared to the thtesixamonths ended June 30, 2013,
which carry a higher monthly subscription rate usreur other service offerings. While the acqusitbf new customers and the increase in th
number of users within our existing customer baseevthe primary reasons for the increase, the sreardhese factors have varied from perioc
to period as some customers made a small initel sigbscription followed by a larger additional usabscription, while other customers made
a large initial user subscription followed by a #israadditional user subscription. In addition, theriod of time between a customer’s initial
subscription and the purchase of additional supsoris varied significantly, ranging from one motaha few years. The overall growth in our
customer base was primarily driven by increaseddeavareness of our services, driven by increasesri sales and marketing expenditure
57% and 48% for the three and six months ended 30n2014 compared to the similar respective peraidhe prior year, which include
advertising and sales personnel expenditures thdialieve helped to facilitate increased custorneeptance of our services.
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Product revenues increased for the three and sithm@nded June 30, 2014 compared to the simépeotive periods of the prior year
primarily due to increased phone sales driven bygtiowth of new customers of RingCentral Officewtiom we sell more phones compare
customers that purchase our other service offerings

Cost of Revenues and Gross Margin

Three Months Six Months
Ended June 30 Ended June 30
(in thousands, except percentage 2014 2013 $ Change % Change 2014 2013 $ Change % Change
Cost of revenue:
Services $ 14,79z $ 11,38¢ $ 3,40¢: 30% $ 28,506 $ 22,09¢ $ 6,40¢ 29%
Product 4,751 3,273 1,47¢€ 45% 8,94( 6,301 2,63¢ 42%
Total cost of revenue $ 1954 $ 14662 $ 4,881 33% $ 37,44¢ $ 28,39¢ $ 9,047 32%
Gross margin
Gross margin ¢ 63% 61% 63% 61%

Cost of services revenues increased for the thréesia months ended June 30, 2014 compared tarthikusrespective periods of the
prior year primarily due to increases of $1.0 railliand $2.0 million in personnel costs for empleyaed contractors, respectively; and
increases of $1.6 million and $3.1 million in thjpdrty telecommunications service provider feespeetively. The higher personnel costs for
the three and six months ended June 30, 2014 ceahpathe similar respective periods of the priearywere primarily due to a 6% and 4%
increase in ending average headcount, respectiVktyincreases in headcount and other expenseocaggescribed herein were driven
primarily by investments in our infrastructure azapacity to improve the availability of our serviafferings, while also supporting the growth
in new customers and increased usage of our sergiceur customer base.

Cost of product revenues increased for the thrdessmmonths ended June 30, 2014 compared toithiasrespective periods of the
prior year due to an increase in phone sales, whahprimarily driven by the growth in new RingGahtffice customers. Phone sales for
three and six months ended June 30, 2014 incrdnsBa% and 44%, respectively, compared to the amnédspective periods of the prior year.

Our gross margin was 63% for the three and six hmanhded June 30, 2014 and 61% for the three amdaiths ended June 30, 2013.
The change in gross margin for the three and simthsoended June 30, 2014 compared to the simdaentive periods of the prior year was
primarily due to a reduction in per usage feeswwpaid to thirgsarty telecommunications service providers as altre§increased call traffi
and economies of scale obtained in our operatiensopnel and infrastructure, partially offset bgremsed product sales which carry low to
negative gross margin percentages.

Research and Developme

Three Months Six Months

Ended June 30. Ended June 30
(in thousands, except percentage 2014 2013 $ Change % Change 2014 2013 $ Change % Change
Research and developm $ 10,872 $ 8,606 $ 2,26¢ 26% $ 20,547 $ 16,11C $ 4,437 28%
Percentage of total revent 21% 23% 20% 22%

Research and development expenses increased filwéteeand six months ended June 30, 2014 compatbd similar respective
periods of the prior year primarily due to increasepersonnel costs for employees and contraofd$2.3 million and $4.4 million, including
increased share-based compensation expenses ohi#iioé and $1.0 million, respectively. The highggrsonnel costs for the three and six
months ended June 30, 2014 compared to the simdpective periods of the prior year were primadlilg to 20% and 12% increases in en
average headcount, respectively. The increaseséearch and development headcount were in supfibi¢ development of additional
software development projects for our cloud-basetiraobile applications.
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Sales and Marketing

Three Months Six Months

Ended June 30. Ended June 30
(in thousands, except percentages) 2014 2013 $ Change % Change 2014 2013 $ Change % Change
Sales and marketir $ 25,68¢ $ 16,32¢ $ 9,364 57% $ 49,64t $ 33466 $ 16,17¢ 48%
Percentage of total revent 49% 43% 49% 46%

Sales and marketing expenses increased for the émek six months ended June 30, 2014 comparee Girttilar respective periods of
the prior year primarily due to: increases in parsd costs for employees and contractors of $4lBomiand $7.6 million, including higher
sharebased compensation expenses of $1.1 million arfirfiillion, respectively; and increases in otheesalnd marketing related activities
$4.0 million and $6.7 million, respectively. Thigher personnel costs for the three and six moatioed June 30, 2014 compared to the
similar respective periods of the prior year wetienprily due to 21% and 18% increases in endingaye headcount, respectively. We hired
additional sales personnel to focus on adding nestoeners and increasing penetration within ourtexjscustomer base. The increases in ¢
sales and marketing related activities for thedtaed six months ended June 30, 2014 comparee ®irttilar respective periods of the prior
year relate primarily due to increases in t-party sales commissions of $1.6 million and $2.llioni and increases in internet advertising c
of $1.1 million and $1.5 million, respectively. Threreases in sales and marketing headcount aed etipense categories described herein
were necessary to support our growth strategydaiege new customers and establish brand recogrtiti@chieve greater penetration into the
North American and United Kingdom marke

General and Administrative

Three Months Six Months

Ended June 30 Ended June 30
(in thousands, except percentage 2014 2013 $ Change % Change 2014 2013 $ Change % Change
General and administratiy $ 949z $ 11,231 $ (1,739 (15)% $ 18,45¢ $ 17,781 $ 678 4%
Percentage of total reven 18% 30% 18% 24%

General and administrative expenses for the thiesttm ended June 30, 2014 decreased compareddiifer period in the prior year
primarily due to legal contingency charges of $#iBion recorded in the three months ended June803 that did not recur in the current
period offset by higher personnel costs for empdsyand contractors of $2.5 million in the currestiqgd. The legal contingency charges
primarily relate to the Callwave Communications,@,lor CallWave legal settlement matter, in whichware named as a defendant in a
patent infringement lawsuit by CallWave, which kesttent was accrued for in the three months endee 30, 2013 and paid out in the three
months ended September 30, 2013. There are nodegahgency liabilities recorded at June 30, 201 $2.5 million increase in personnel
costs for employees and contractors, includingesbased compensation expenses of $0.8 million prémearily due to an increase of 35% in
ending average headcount. The increase in headsoamesult of our operations as a public comparguding costs incurred to comply with
the rules and regulations applicable to compaisésd on a national securities exchange and congaiand reporting obligations pursuant to
the rules and regulations of the SEC.

General and administrative expenses for the sixthsoended June 30, 2014 increased compared tamitargeriod in the prior year
primarily due to higher personnel costs for empésyand contractors of $5.0 million in the curresrtiqud offset by legal contingency charge
$4.3 million recorded in the six months ended JB®e2013 that did not recur in the current peritite legal contingency charges primarily
relate to the CallWave legal settlement matterctvhvas accrued for in the three months ended JOn203.3 and paid out in the three months
ended September 30, 2013. There are no legal gemdy liabilities recorded at June 30, 2014. Th@ $4llion increase in personnel costs for
employees and contractors, including share-basegpensation expenses of $1.5 million were primatilg to an increase of 34% in ending
average headcount. The increase in headcoume®u# of operating as a public company, includingts to comply with the rules and
regulations applicable to companies listed on &nat securities exchange and costs related to tange and reporting obligations pursuar
the rules and regulations of the SEC.

22




Other Income and Expense, net

Three Months Six Months

Ended June 30. Ended June 30.
(in thousands, except percentages) 2014 2013 $ Change % Change 2014 2013 $ Change % Change
Other income (expense), n
Interest expens $ 4760 $ (588 $ (112 (199% $ (1,077) $ (1,227 $ (150 (12)%
Other income (expense), r $ 93 $ (44) $ 137 311% $ 56 $ (247 $ 303 123%

Other income (expense), net for all periods presbdecreased for the periods presented primardytallower exchange losses on
foreign currency transactions period over period lamer interest expense. Interest expense is lawer result of lower debt balances period
over period and refinancing some of our debt olilige to a lower interest rate on December 31, 2013

Liquidity and Capital Resources

To date, we have financed our operations primahnitgugh sales to our customers, private placenwdrasr preferred stock, proceeds
from issuance of debt and proceeds from our indtiel secondary public offerings. We believe thatentsting liquidity sources will satisfy o
cash requirements for at least the next 12 moAth®sf June 30, 2014 and December 31, 2013, we h&dl.4 million and $116.4 million,
respectively, of cash and cash equivalents.

On March 11, 2014, we closed our secondary pulfiéiag in which 7,991,551 shares of Class A comretmtk, which included
2,791,551 shares of Class A common stock sold ands5,200,000 shares of Class A common stockisotte selling stockholders, were s
at a price of $21.50 per share. The offer andaladdl of the shares in the secondary public offgnvere registered under the Securities Act
pursuant to a registration statement on Form Sié . 333-194132). We did not receive any prosdedm the sales of shares by the selling
stockholders. The total gross proceeds from theriofj to us after deducting underwriting discowartd commissions of $2.9 million and
offering expenses payable by us of $1.1 millionren&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 syiigmn 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 revenueanily consists of the unearned portion of billedd for our software subscriptions, which we
recognize as revenue in accordance with our reveeaggnition policy. As of June 30, 2014 and Decengi, 2013, we had deferred revenue
of $20.2 million and $16.6 million, respectively.@Mill recognize this deferred revenue when athef revenue recognition criteria are met.

As of June 30, 2014, the carrying value of noteapke totaled $29.6 million. The balance consi§$1%.4 million in term loans under
an amended loan and security agreement with Sialley Bank, or SVB, $10.5 million under a revalgiline of credit pursuant to an
amended loan and security agreement with SVB, &idillion from TriplePoint Capital LLCor TriplePoint, under an equipment term loan

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

Six months endec

June 30,
2014 2013
Net cash used in operating activit $ (10,982) $ (12,357)
Net cash used in investing activiti (10,50¢€) (6,087)
Net cash provided by (used in) financing activi 56,55( (50)
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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 pamey marketing, and infrastructure to
support the anticipated growth of our businessjrtbeease in the number of customers using ourdelmased 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 infrastructuregfihich have significantly exceeded the growtloim customer base, driving net losses from
operations. Cash used in operating activities fgercally come from net losses offset by non-caspense items, such as depreciation and
amortization of property and equipment, and shaigell compensation, as well as working capital ®sup€ 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®ilby million from the six months ended June 30,2M@ithe six months ended June 30,
2014, primarily due to increases in sources of ¢ash operations of $8.2 million offset by decreagesources of cash from operations of ¢
million. The increases in sources of cash are caegpof: $1.9 million from accrued liabilities; $Infllion from deferred revenue; and $5.1
million in non-cash charges, including depreciatiamortization, and share based compensation eepehkese decreases in sources of cash
are composed of: $1.9 million from prepaid expersebother current assets; $2.8 million from act®uveceivable; and an increase in net los:
of $2.4 million. The changes in accrued liabiliteesd prepaid and other current assets result phnfeom the timing of payments to our
vendors. The higher net loss and non-cash chaeflestrthe investments we have made in our busimedsnfrastructure to support expected
future growth. The higher deferred revenue anddrigitcounts receivable balances reflect the ovgralth in our business with larger
customers and resellers.

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 increase®4y million from the six months ended June 30,2@lthe six months ended June 30,
2014, primarily due to a $4.6 million increase sewf cash related to purchases of property angmgnt. Additional 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 consistegdfate placements of our preferred stock, procéeuais issuance of debt, as well as
proceeds from our IPO and secondary public offecompleted in October 2013 and March 2014, respagti

Net cash provided by financing activities increabg$56.6 million from the six months ended JuneZ8l 3 to the six months ended
June 30, 2014, primarily due to $56.1 million inpeeds from our secondary public offering in Ma2éii4 (net of underwriters’ discounts and
commissions and offering expenses paid by us) é&&lGmillion increase in proceeds from the exerofstock options and common stock
warrants. These sources of cash were offset by7arfiilion decrease in source of cash from borrgsiand a $0.8 million increase 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 sergiogacts. For multiple-year agreements, it is comtaoinvoice an initial amount at contract
signing followed by subsequent annual invoicesaiyt point in the contract term, there can be anmtivat we have not yet been contractually
able to invoice. Our subscription plans have mgntahnual, and multiple-year contractual terms, énsv approximately 90% of our current
customers are on monthly contractual terms. Acogiiglj the vast majority of our customers have agenaon-cancelable terms of 30 days or
less. The change in backlog that results from chamgthe average non-cancelable term of our sigiiecr arrangements may not be an
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, the Company entered into a
new lease for its office in Denver, Colorado fopagximately 40,000 square feet for a total leasarndément of $4.7 million through 2019 and
lease incentives totaling $1.2 million. In May 20# entered into a new lease for our office indam England for approximately 8,500
square feet for a total lease commitment of appnaely $1.9 million through 2019.

Contingencies

There has been and may be in the future substiditijation 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 reasoestbiyated. Significant judgment is required tced®ine both probability and the estimated
amount of loss. Such legal proceedings are inhigranpredictable and subject to significant undettas, some of which are beyond our
control. Should any of these estimates and assangpthange or prove to be incorrect, it could reweaterial impact on our results of
operations, financial position, and cash flows.

Off-balance Sheet Arrangements

During the six months ended June 30, 2014 and 2043lid not have any relationships with unconstdidarganizations or financial
partnerships, such as structured finance or spgaiglose entities that would have been establifdrettie purpose of facilitating off-balance
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 th&).S., Canada, the Philippines, Russia, Ukraine, UK,

Switzerland, the Netherlands and Chiar consolidated results of operations and dastsfare, therefore, subject to fluctuations du
to changes in foreign currency exchange rates aydba adversely affected in the future due to chamg foreign exchange rates. To date, we
have not entered into any hedging arrangementsregiect to foreign currency risk or other deriwafiinancial instruments. The effect of a
hypothetical 10% change in foreign currency excleamages applicable to our business would not hadeshmaterial impact on our historical
consolidated financial statements.

Interest Rate Sensitivit

We had cash and cash equivalents of $151.4 mélith$116.4 million as of June 30 2014 and Dece®bgP013, respectively. We hi
our cash and cash equivalents for working capiigb@ses. Our cash and cash equivalents are he&sinand short-term money market funds.
Due to the short-term nature of these instrumewgshelieve that we do not have any material exgotuchanges in the fair value of our
investment portfolio as a result of changes inrggerates. Declines in interest rates, howeveuldvieduce future interest income. During
fiscal 2013 and the three and six months ended 3002014, the effect of a hypothetical 10% inceeaisdecrease in overall interest rates
would not have had a material impact on our intaremme. In addition, as of December 31, 2013hag approximately $29.1 million in she
and long-term debt with variable interest rate congmts. A hypothetical 10% increase or decreatiecimpplicable interest rate would have
had a $2.9 million impact on our annual interegtemse. As of June 30, 2014, we had approximate8y2$aillion in short and long-term debt
with variable interest rate components. A hypoti#ti 0% increase or decrease in the applicablesistteate would have had a $2.6 million
impact on our annual interest expense.
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Iltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cliigécutive Officer and our Chief Financial Officexaluated the effectiveness of our
disclosure controls and procedures as of June@0L. Z'he term “disclosure controls and proceduras defined in Rules 13a-15(e) and 15d-1
(e) under the Securities Exchange Act of 1934 nasnaled (the “Exchange Act”), means controls andrgbhocedures of a company that are
designed to ensure that information required tdibelosed by a company in the reports that it filesubmits under the Exchange Act is
recorded, processed, summarized and reported nvtftbitime periods specified in the SEC's rules famchs. Disclosure controls and
procedures include, without limitation, controlsigarocedures designed to ensure that informatiguired to be disclosed by a company in the
reports that it files or submits under the Exchafgeis accumulated and communicated to the compangnagement, including its principal
executive and principal financial officers, as agpfate to allow timely decisions regarding reqgdidésclosure. Based on the evaluation of our
disclosure controls and procedures as of June@®0l, dur Chief Executive Officer and Chief Finah€¥ficer concluded that, as of such date,
our disclosure controls and procedures were effecti the reasonable assurance level.

Changes in Internal Control over Financial Reportirg

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

Limitations on Effectiveness of Controls and Procedres

In designing and evaluating our disclosure contaoid procedures, management recognizes that aclgsiise controls and procedures,
no matter how well designed and operated, can geoanly reasonable assurance of achieving theaegkesantrol objectives. In addition, the
design of disclosure controls and procedures naiigtat the fact that there are resource constraimtisthat management is required to apply it
judgment in evaluating the benefits of possibletada and procedures relative to their co
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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 and outcomes, assuming variooatations of appropriate litigation and settlemsndtegies. Legal fees are expensed in th
period in which they are incurred. As of June 3M 4 we did not have any accrued liabilities reedrtbr 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 bgsenrisk 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 notasde 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 $26.2 naiflifor the six months ended June 30, 2014, ancdhhatcumulated deficit of $156 million as
of June 30, 2014. Over the past few years, we Bpgat considerable amounts of time and money teldp\new business communications
solutions and enhanced versions of our existingnless communications solutions to position us tidurle growth. Additionally, we have
incurred substantial losses and expended signtfiemources upfront to market, promote and sellsoiutions and expect to continue to do so
in the future. We also expect to continue to infesfuture growth, including for advertising, caster acquisition, technology infrastructure,
storage capacity, services development and infenatexpansion. In addition, as a public compavg jncur 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.
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Our limited operating history makes it difficult tevaluate our current business and future prospecthich may increase the risk of
investing in our stock.

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

« retain and expand our customer base;

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

« successfully acquire customers on a cost-effettasss;

« improve the performance and capabilities of ouvises and applications through research and dereapand third party service
providers;

« successfully expand our business to larger custoarat internationally;

« successfully compete in our markets;

« continue to innovate and expand our service offgsin

« continue our relationship with AT&T and other rdsed, and successfully launch with TELUS and BT;

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

- generate leads and convert potential customerpamng customers;

« Mmaintain 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 wstalor investors, which could cause our stock prto fluctuate.

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

« our ability to retain existing customers and ressll expand our existing customers’ user base @ratianew customers;
« our ability to introduce new solutions;

« the actions of our competitors, including priciftanges 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 advergjsind marketing efforts;

- the timing, operating cost and capital expendituedsted to the operation, maintenance and expamdiour business;
« service outages or security breaches and any ddlagact 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 resolvingledtlal property infringement and other claims;

« changes in tax laws, regulations, or accountingsiul

- the timing and cost of developing or acquiring teabgies, services or businesses and our abilisptzessfully manage any such
acquisitions; ani

- the impact of worldwide economic, political, indysand market conditions.
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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 securitiegdyaits 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 revetraads. Accordingly, in the event of
revenue shortfalls, we may not be able to mitiglaenegative impact on net income (loss) and marigitthe short term. If we fail to meet or
exceed the expectations of research analysts estors, the market price of our shares could tddsgantially, and we could face costly
lawsuits, including securities class-action suits.

To deliver our services, we rely on third 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 serviceviders provide access to their Internet
protocol, or IP, networks, and public switched phlene networks, or PSTN, and provide call termaratind origination services, including
911 emergency calling in the U.S. and equivalentises in Canada and the United Kingdom, or UK, kxodl number portability for our
customers. We expect that we will continue to tedgvily on third-party network service providergtovide these services for the foreseeabl
future. We have begun obtaining certain connegtiaitd network services from our wholly owned suiasid RCLEC, Inc. in certain
geographic markets; however RCLEC also uses thasinficture of third party network service provilgy deliver its services. Historically,
reliance on third-party networks has reduced orating flexibility and ability to make timely seéce 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 tadty network service provider, if one is avai@btould 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 derfaeatures of our services. For
example, we rely on Free Conference Call Global; lfar some conference calling features, Zoom Vi@emmunications for our HD video
and web conferencing and screen sharing featuned,@yered Communications for our texting capabitIf any of these service providers
elects to stop providing us with access to thawises, fails to provide these services to us cos-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 coudardn a material adverse effect on our businessemuts of operations.

Finally, if problems occur with any of these thipdsty network or service providers, it may causersror poor call quality in our
service, and we could encounter difficulty ideritify the source of the problem. The occurrence mfrgor poor call quality in our service,
whether caused by our systems or a third-party ordtar service provider, may result in the losgwof existing customers, delay or loss of
market acceptance of our services, terminatioruofelationships and agreements with our 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, In@ ®Wso serve customers in the UK, and expect tesarstomers in other European
countries, from two third-party data center hosfagjlities in Amsterdam, the Netherlands, and ZuriSwitzerland. In addition, RCLEC uses
four third-party co-location facilities to provides with network services, and we expect RCLEC toadditional 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 preksdallocate capacity among their customers, imotuds, could result in interruptions in
our service. Additionally, in connection with thepansion or consolidation of our existing data eefacilities, we may move or transfer our
data and our customers’ data to other data cedespite 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 litigatzayse customers to terminate their subscriptiodsadversely affect our renewal rates and oul
ability to attract new customers. Because ourtgtili attract and retain customers depends onlalityato provide customers with a highly
reliable service, even minor interruptions in oeivice could harm our brand and reputation and baveterial adverse effect on our business
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As part of our current disaster recovery arrangdsyeur North American infrastructure and all of dlorth American customers’ data
is currently replicated in near real-time at ouo tlata center facilities in the U.S., and our Eeapproduction environment and all of our UK
and other European customers’ data will be rem@it@t near real-time at our two European data céatdities. We do not control the
operation of these facilities or of RCLEC's co-ltioa facilities, and they are vulnerable to damagaterruption from earthquakes, floods,
fires, power loss, telecommunications failures, singilar events. They may also be subject to binaksabotage, acts of vandalism, and
similar misconduct. Despite precautions taken esétfacilities, 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.

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

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 sérss.

Unlike traditional communications services, ounvgas depend on our customers’ high-speed broadderess to the Internet, usually
provided through a cable or digital subscriber lmeDSL, connection. Increasing numbers of usadsiacreasing bandwidth requirements r
degrade the performance of our services and afiplsadue to capacity constraints and other Intanieastructure limitations. As our
customer base grows and their usage of communisatiapacity increases, we will be required to neadditional 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 ndladoba to us as our customers’ usage increases)eiurork may be unable to achieve or
maintain sufficiently high data transmission capaceliability or performance. In addition, if krtnet service providers and other third parties
providing Internet services have outages or detitns in their quality of service, our custometl not have access to our services or may
experience a decrease in the quality of our sesvieerthermore, as the rate of adoption of newnteldgies increases, the networks on which
our services and applications rely may not be tb&ufficiently adapt to the increased demandHtiese services, including ours. Frequent or
persistent interruptions could cause current oemiil users to believe that our systems or ses\ace unreliable, leading them to switch to out
competitors or to avoid our services, and couldrzerently harm our reputation and brands.

In addition, users who access our services andcapiphs through mobile devices, such as smartpghand tablets, must have a high-
speed connection, such as Wi-Fi, 3G, 4G or LTHis® our services and applications. Currently,dbiess is provided by companies that hav
significant and increasing market power in the Hi@and and Internet access marketplace, includicgnitent phone companies, cable
companies and wireless companies. Some of thesalpre offer products and services that directignpete with our own offerings, which c
potentially give them a competitive advantage. Athese providers could take measures that degdéstapt or increase the cost of user ac
to third-party services, including our servicesréstricting or prohibiting the use of their infragture to support or facilitate third-party
services or by charging increased fees to thirtlgsor the users of third-party services, any biclw would make our services less attractive t
users, and reduce our revenues.

In December 2010, the Federal Communications Cosiomisor FCC, adopted net neutrality rules thatenaknore difficult for
broadband Internet access service providers tkptiegrade or discriminate against our servicess&hules apply to wired broadband Inte
providers, but not all of the rules apply to wissédroadband service. In January 2014, the U.St@bAppeals for the District of Columbia
Circuit vacated portions of the FCC'’s net neutyalitles relating to anti-discrimination and abtdcking. On April 24, 2014, the FCC Chairn
announced that a rulemaking would be initiated goaronsider the court’s decision and what actibes=CC should take in response and tha
he intended to complete that rulemaking by thea@D14. An FCC decision allowing broadband intépreviders to charge web-based
services such as ours for priority access to custsmmould result in increased costs and a losgisfirg users, which could impair our ability
attract new users, and materially and adversescatiur business and opportunities for growth.
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Most of our customers may terminate their subscigpts 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 to as turnover. Our customers with subBoripgreements 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 fewersjsshorter contract lengths, or for a less
expensive service plan or edition. We cannot ptetie renewal rates for customers that have entategubscription contracts with us.

Customer turnover, as well as reductions in thelremof 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 theirdseeand expectations. Turnover and reductions imtimeber of users for whom a customer
subscribes may also increase due to factors begwndontrol, 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 ourtiegi£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 outyatuilsell additional subscriptions and additiohalctionalities to our current
customers. This may also require increasingly sijgaited and more costly sales efforts and a losgless cycle. Any increase in the costs
necessary to upgrade, expand and retain exististpmers could materially and adversely affect marfcial performance. If our efforts to
convince customers to add users and, in the futomgyrchase additional functionalities are notcessful, our business may suffer. In addition
such increased costs could cause us to increaseibscription 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 materiallycaadversely affected.

In order to grow our business, we must continugttiact 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 channels to promotsenrices. As we add to or change the mix of ouedthing and marketing strategies, we may
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 aslaaesuch expenditures. We have mad
the past, and may make in the future, significapeeaditures and investments in new advertising @agms, and we cannot assure you that an
such investments will lead to the cost-effectivguasition of additional customers. If we are unableénaintain effective advertising programs,
our ability to attract new customers could be maligrand adversely affected, our advertising aratkating expenses could increase
substantially, and our results of operations mdfesu

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

We market our products and services 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-bmxing capacity, than larger entities. Because st majority of our customers pay for our
services through credit and debit cards, weakmessrtain segments of the credit markets and ittlse and global economies has resulted
and may in the future result in increased numbérsjected credit and debit card payments, whidllcdcanaterially affect our business by
increasing customer cancellations and impactingability to engage new customers. If small and medsized businesses experience finar
hardship as a result of a weak economy, industngaiaation or the overall demand for our servicesld be materially and adversely affec

n

We face significant risks in our strategy to targetediumsized and larger businesses for sales of our sewiand, 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 busgses\s 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 witipiotantial customer’s organization than we haveohisilly encountered, and if so, these
types of sales would require us to invest more &aha@cating these potential customers about thefitenéour 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 servicean@soto individual customers, resulting in
increased costs and would likely lengthen our jsales cycle, which could strain our limited saded 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 expegisalting 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 $ell our services; our failure to effectively dewpl manage, and maintain our indirect sales
channels could materially and adversely affect a@venues.

Our future success depends on our continued aluligstablish and maintain a network of channelti@hships, and we expect that we
will need to expand our network in order to botpmart and expand our historical base of smallezrpnises as well as attract and support
larger customers and expand into international etarkn increasing portion of our revenues is detifrom our network of over 1,500 sales
agents and resellers, in particular AT&T, which neger to collectively as resellers, many of whiefi sr may in the future decide to sell their
own services or services from other business contations providers. We generally do not have logrgrt contracts with these resellers, and
the loss of or reduction in sales through thegel fharties could materially reduce our revenues.@mpetitors may in some cases be effectiv
in causing our current or potential resellers tmfaheir services or prevent or reduce sales osewices. If we fail to maintain relationships
with our resellers, fail to develop relationshipishamnew resellers in new markets or expand the rerrobresellers in our network in existing
markets, or if we fail to manage, train, or provag®ropriate incentives to our existing resellersf our resellers are not successful in their
sales efforts, sales of our services may decreabew operating results would suffer. If we arahie to maintain our relationship with AT&T
or to implement our service with TELUS or BT, oAT&T, TELUS or BT reduced resources committeddsalling 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
support these channels, including investment itesys and training. Many resellers may not be wgjllia invest the time and resources reqt
to train their staff to effectively market our siees.
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Support for smartphones and tablets are an integpalrt of our solutions. If we are unable to develogbust mobile applications that opera
on mobile platforms that our customers use, our mess and results of operations could be materialyd adversely affected.

Our solutions allow our customers to use and mapageloud-based business communications solutiosneart devices. As new
smart devices and operating systems are releageahay 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 operatioosid suffer.

We face intense competition in our markets and magk sufficient financial or other resources to cquete 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 provilais as Alcatel-Lucent, S.A., Avaya Inc., Ciscat®is, Inc., Mitel Networks
Corporation, ShoreTel, Inc., Siemens EnterpriseMigts, 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 Bidvill serve, as a reseller to us but they are atsmpetitors for business
communications. All of these companies do now oy inahe future also host their solutions throulgé tloud. We also face competition from
other cloud companies such as j2 Global, Inc., 88, Intermedia, Vonage Holdings Corp., Nextive,. and Jive Communications, Inc., as
well as from established communications providsush as AT&T Inc., Verizon Communications Inc. &amcast Corporation in the United
States, TELUS and others in Canada, and BT andsifi¢he UK, that resell on-premise hardware veaife and hosted solutions. We may als
face competition from other large Internet compsnseich as Google Inc., Yahoo! Inc. and Amazon.dom, any of which might launch its
own cloud-based business communications servicasaquire other cloud-based business communicatiomgpanies in the future.

Many of our current and potential competitors hlawveyer operating histories, significantly greasaurces and name recognition,
more diversified service offerings and larger casto bases than we have. As a result, these comgatiay have greater credibility with our
existing and potential customers and may be bakilerto withstand an extended period of downwaicimy pressure. In addition, certain of
our competitors have partnered with, or been aeduiy, and may in the future partner with or acgjuither competitors to offer services,
leveraging their collective competitive positiomsjich makes it more difficult to compete with themd could materially and adversely affect
our results of operations. They also may be abseltpt more aggressive pricing policies and degotater resources to the development,
promotion and sale of their services than we caouts. Some of these service providers have ip#iséand may choose in the future to
sacrifice revenues in order to gain market shareffgring their services at lower prices or fordr©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 growtireiase our customer turnover, reduce our saldsasease our market share. The adverse
impact of a shortfall in our revenues may be magdiif we are unable to adjust spending adequadetpmpensate for such shortfall.

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

The cloud-based business communications industg smerging market that is characterized by repahges in customer
requirements, frequent introductions of new andaechd services, and continuing and rapid techncddgidvancement. We cannot predict the
effect of technological changes on our businesscdfopete successfully in this emerging market, wstranticipate and adapt to technologica
changes and evolving industry standards, and asatim design, develop, manufacture and sell neweahdnced services that provide
increasingly higher levels of performance and bdliity at lower cost. Currently, we derive a mafgrof our revenues from subscriptions to
RingCentral Office, and we expect this will connfor the foreseeable future. However, our futurecess will also depend on our ability to
introduce and sell new services, features and ifumality that enhance or are beyond the voice afack text communications services we
currently offer, as well as to improve usabilitydssupport and increase customer satisfaction. &luré to develop solutions that satisfy
customer preferences in a timely and cost-effectiamner may harm our ability to renew our subsioniyst with existing customers and create
or increase demand for our services, and may ralljeaind adversely impact our results of operations

33




The introduction of new services by competitorsher development of entirely new technologies tdaep existing offerings could
make our solutions obsolete or adversely affectomsiness and results of operations. Announceneéiitgure releases and new services and
technologies by our competitors or us could caustomers to defer purchases of our existing sesyishich also could have a material
adverse effect on our business, financial conditioresults of operations. We may experience diffies with software development,
operations, design or marketing that could delagrevent our development, introduction or impleraéinh of new or enhanced services and
applications. We have in the past experienced défathe planned release dates of new featurespgiédes, and have discovered defects in
new services and applications after their introductWWe cannot assure you that new features oragegrwill be released according to
schedule, or that, when released, they will notaiordefects. Either of these situations could ltéswadverse publicity, loss of revenues, delay
in market acceptance or claims by customers broagginst us, all of which could harm our reputatimnsiness, results of operations, and
financial condition. Moreover, the development efinor enhanced services or applications may reguinstantial investment, and we must
continue to invest a significant amount of resosiiceour research and development efforts to devitlese services and applications to remai
competitive. We do not know whether these investsaiill be successful. If customers do not widedppt any new or enhanced services anc
applications, we may not be able to realize a netur our investment. If we are unable to develimgnlse, or acquire new or enhanced service
and applications on a timely and ce$tective basis, or if such new or enhanced sesvécel applications do not achieve market acceptanc
business, financial condition, and results of ofi@na may be materially and adversely affected.

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

Our operations depend on our ability to protectreetwork 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@BEtROS attacks in the future. We cannot assuretlyatiour backup systems, regular data
backups, security protocols and other proceduresarently in place, or that may be in place mfilture, will be adequate to prevent
significant damage, system failure or data lossoAbur services are web-based, and the amourtt@fxke store for our users on our servers
has been increasing as our business has grownit®#&spimplementation of security measures, ofragtructure may be vulnerable to
hackers, computer viruses, worms, other malicioftsvere programs or similar disruptive problemsssaiby our customers, employees,
consultants or other Internet users who attemptiade public and private data networks. Furtiresdme cases we do not have in place
disaster recovery facilities for certain ancillagrvices, such as email delivery of messages. @tiyr@early all of our customers authorize us
to bill their credit or debit card accounts dirgdtr all transaction fees that we charge. We oglyencryption and authentication technology to
ensure secure transmission of confidential infoirmmaincluding customer credit and debit card nurebAdvances in computer capabilities,
new discoveries in the field of cryptography orestdevelopments may result in a compromise or bre&the technology we use to protect
transaction data.

Additionally, third parties may have attemptedtie past, and may attempt in the future, to frautlyenduce domestic and
international employees, consultants or custonmesdisclosing sensitive information, such as unsenes, passwords or customer proprietary
network information, or CPNI, or other informationorder to gain access to our customédeta or to our data. CPNI includes information ¢
as the phone numbers called by a consumer, thedney, duration, and timing of such calls, and serywices 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 ouoimfiation technology systems. In addition, becahsdadchniques used to obtain unauthorizec
access, or to sabotage systems, change frequedtiyemerally are not recognized until launchedresia target, we may be unable to
anticipate these techniques or to implement adequatventative measures. Any system failure orrifgdareach that causes interruptions or
data loss in our operations or in the computeresgstof our customers or leads to the misappropnatf our or our customers’ confidential or
personal information, or CPNI, could result in sfigant liability to us, cause our service to beqeved as not being secure, cause conside
harm to us and our reputation (including requimmagification to customers, regulators or the mediad 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.
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We rely on third parties for some of our softwarevelopment, quality assurance, operations and cuogto support.

We currently depend on various third parties fane®f our software development efforts, qualityuaasce, operations and customer
support services. Specifically, we outsource sofrmiposoftware development and design, quality msste and operations activities to third-
party contractors that have employees and conssiltacated in St. Petersburg, Russia and Odessaijrigk In addition, we outsource a portion
of our customer support, inside sales and netwpekaiion control functions to third-party contrasttocated 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 busingasations. In addition, the recent political amititary events in the Ukraine, including
political demonstrations, the recent annexatiothefCrimea region of Ukraine by Russia, the indredg hostile relations between Russia and
the Ukraine, and recent disruptions caused by Rissian separatists in the Ukraine, could have sarad impact on our third-party software
development and quality assurance operations is€dd&kraine. Further, the deteriorating relatioetsveen the U.S. and Russia and possible
sanctions by the U.S. and the European Union apRinssia could adversely impact our thiyary software development and quality assur
operations in St. Petersburg, Russia. We havélesttad contingency plans that could mitigate sofntaese risks in the event of any
disruption, but there can be no guarantee that iWéesuccessful 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’ pridtter notice of termination. If we experience peak with our thirdparty contractors, the co
charged by our third-party contractors increaseusragreements with our third-party contractorstarminated, we may not be able to develoy
new solutions, enhance or operate existing solst@rprovide customer support in an alternate mattrae is equally or more efficient and
cost-effective.

We anticipate that we will continue to depend agsthand other third-party relationships in ordegrtaw our business for the
foreseeable future. If we are unsuccessful in ragiirtg existing and, if needed, establishing neatienships 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 results of operationsld suffer.

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 sizepmeand complexity, we will need to
increase our sales and marketing efforts and adidi@uhl sales and marketing personnel in varieggans worldwide, and improve and
upgrade our systems and infrastructure to attsgctice 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 exgdam of our systems and infrastructure will requiseto commit substantial financial,
operational, and technical resources in advanem daficrease in the volume of business, with norasse that the volume of business will
increase. Any such additional capital investmeritisimcrease our cost base. Continued growth cailsd 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 anchrbitghly skilled personnel. In addition, given @xpected growth, we expect to move our
headquarters offices, or secure additional spaoericurrent building or other buildings, withirethext six months. If we fail to achieve the
necessary level of efficiency in our organizatienage grow, our business, results of operationsfiaadcial 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 propeigits. In the past, we have been
sued by third parties claiming infringement of thiatellectual property rights and we may be sugdrifringement from time to time in the
future. In the past, we have settled infringemgigation brought against us; however, we cannstigsyou that we will be able to settle any
future claims or, if we are able to settle any sclelims, that the settlement will be on terms fabde to us. Our broad range of technology ma
increase the likelihood that third parties williatathat we infringe their intellectual property hig. In this regard, in June 2011, j2 Global, Inc.
and Advanced Messaging Technologies, Inc. naméd apatent infringement lawsuit seeking a permairganction, damages and attorneys’
fees. In April 2013, we entered into a license seitlement agreement with j2 Global, Inc. and dniesaffiliates to settle the matter. Under
terms of the settlement agreement, the partiesteptarach other certain patent cross licenses far ¥ years and the parties have dismissed
claims in these matters without prejudice. In ddditin December 2012, we were named as a defeimlanpatent infringement lawsuit by
Callwave Communications, LLC, or CallWave, which bedieve to be a non-practicing entity. In Septen#fH 3, we entered into a license
and settlement agreement with Callwave to setdanhtter. Under the terms of the settlement agregr@allWave granted us a non-exclusive
license and agreed to dismiss all claims in thesiars without prejudice.
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We have in the past received, and may in the futreive, notices of claims of infringement, misaypiation or misuse of other
parties’ proprietary rights. Furthermore, regarslletheir merits, accusations and lawsuits lilesthmay require significant time and expense
to defend, may negatively affect customer relatijpss 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 pagitber now or in the future. If such
technology were validly patented by another persanwould have to negotiate a license for the digkai technology. We may not be able to
negotiate such a license at a price that is acokpta us or at all. The existence of such a patw@maur inability to negotiate a license for 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 couldsaubiject to liability for such
infringement, which could be material. We couldbai® prohibited from using or selling certain seeg, prohibited from using certain
processes, or required to redesign certain sepaeeh 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 thekatplace and cause a substantial loss of goodwill;
« cause us to change our business methods or services

« 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, copyrighd &rade secret law to protect our intellectuaperty in the U.S. and abroad. We s
to protect our technology, software, documentadind other information under trade secret and cghytaw, which afford only limited
protection. For example, we typically enter intofidentiality agreements with our employees, cotasus, third-party contractors, customers
and vendors in an effort to control access to nskdistribution of our technology, software, documagion and other information. These
agreements may not effectively prevent unauthorimeor disclosure of confidential information andy not provide an adequate remedy in
the event of such unauthorized use or disclosuejtanay be possible for a third party to legattyerse 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 &mde secret.

We also rely, in part, on patent law to protectiotellectual property in the U.S. and internatibnaOur intellectual property portfolio
includes 33 issued U.S. patents, which expire batv926 and 2032. We also have 47 patent applisagiending examination in the U.S.,
24 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 issuediemts or whether any issued patents will effeltipeotect our intellectual property. Even if a
pending patent application results in an issuedntathe patent may be circumvented or its validigy be challenged in various proceeding
United States District Court or before the U.SeRatind 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 trembody. As a result, we may be prevented
from seeking damages in whole or in part for irdegment of our patents.
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The unlicensed use of our brand, including domaimes, by third parties could harm our reputatianse confusion among our
customers and impair our ability to market our prctd and services. To that end, we have registeraterous trademarks and service marks
and have applied for registration of additionatimarks and service marks and have acquired arargber of domain names in and outside
the U.S. to establish and protect our brand nameawd 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 usiogrr brand without our permission. Moreover,
successful opposition to our applications mightoemage third parties to make additional oppositionsommence trademark infringement
proceedings against us, which could be costly Bme 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 invengsignment 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 rigbtthe 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 patdfisthermore, 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 aiahatd/erse effect on our business,
financial condition and results of operations.

Our success depends on the public acceptance ofsauvices 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 inthys 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.

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 voicengminications systems and services. Although thebeurof broadband subscribers
worldwide has grown significantly in recent yeaasmall percentage of businesses have adoptedéntayice communications services to
date. For demand and adoption of Internet voicensonications services by businesses to increassnkitvoice communications networks
must improve the quality of their service for réiate communications by managing the effects of rautdicing packet loss, packet delay and
packet jitter, as well as unreliable bandwidthttet toll-quality service can be consistently pdied. Additionally, the cost and feature benefits
of Internet voice communications must be sufficientause customers to switch from traditional ghservice providers. We must devote
substantial resources to educate customers ancetigtusers about the benefits of Internet voieceranications solutions, in general, and our
services in particular. If any or all of these astfail to occur, our business may be materiatlg adversely affected.

Interruptions in our services could harm our reputian, result in significant costs to us, and impaaur 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-paypdors, our services may have errors or defectstistomers identify after they begin using
them that could result in unanticipated interrupsi@f service. Internet-based services frequeinthfain undetected errors and bugs when first
introduced or when new versions or enhancementseiased. While the substantial majority of oustomers are small and medium-sized
businesses, the use of our services in complicitegk-scale network environments may increaseegposure to undetected errors, failures or
bugs in our services. Although we test our servioadetect and correct errors and defects befaie gleneral release, we have from time to
time experienced significant interruptions in oangce as a result of such errors or defects andarperience future interruptions of service if
we fail to detect and correct these errors andatief@ 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 licdrsmcthird parties to offer our services.
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Any defects in, or unavailability of, our or thihrty software or hardware that cause interruptadraur services could, among other
things:

» cause a reduction in revenues or delay in marlamance of our services;
» require us to issue refunds to our customers co®xps to claims for damages;
» cause us to lose existing customers and make & difficult to attract new customers;

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

« increase our technical support costs; and
« harm our reputation and brand.

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

We believe that continuing to strengthen our curbeand will be critical to achieving widespreaat@gtance of our services and will
require continued focus on active marketing 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 res®to, advertising, marketing, and other
efforts to create and maintain brand loyalty amosegrs. Brand promotion activities may not yield@ased revenues, and even if they do, any
increased revenues may not offset the expensesédacin 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 competitmesregularly reviewed and commented upon by omiresocial media sources, as
well as computer and other business publicatioegalive 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, owgtemers have expressed dissatisfaction
our services, including dissatisfaction with ousttumer 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’ amrice, and they may choose to
terminate, reduce or not to renew their subscnigtidn addition, many of our customers participatgocial media and online blogs about
Internet-based services, including our serviced,am success depends in part on our ability tamie 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 custaimgr blogging could negatively affect our ldand reputation. Complaints or negative
publicity about our services or customer servicgldonaterially and adversely impact our abilityattract and retain customers and our
business, financial condition and results of openat
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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 biditreredit 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 incur charges, vhhiee refer to as chargebacks, from the ¢
card companies from claims that the customer dichathorize the credit card transaction to purclmseservice, something that we have
experienced in the past. If the number of unautledricredit card transactions becomes excessivepuwld be assessed substantial fines for
excess chargebacks and we could lose the 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 preparation ahdravise running our business. Information systerag 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. idition, since telecommunications billing is
inherently complex and requires highly sophistiddatéormation systems to administer, our billingt®m may experience errors or we may
improperly operate the system, which could resuthie system incorrectly calculating the fees otwedur customers for our services or rel:
taxes and administrative fees. Any such errorsimcastomer billing could harm our reputation aadse us to violate truth in billing laws and
regulations. Any errors or disruption in our infation systems and those of the third parties uploictwwe rely could have a significant
impact on our business.

In addition, we transitioned from a number of digpa systems and in 2012 we implemented NetSubaa® enterprise resource
planning system, to handle various business, apgrand financial processes. We plan to transitiom a spreadsheet-based financial
modeling system and implement a third-party corfgoperformance management system. In additiomdritture we intend to implement a
third-party SaaS billing system to replace our enttinternally developed billing system. We mayataplement further and enhanced
information systems in the future to meet the dedsaesulting 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 gbities and divert management attention. Anyruigions relating to our systems
enhancements or any problems with the implememagarticularly any disruptions impacting our openas 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 effésniplementation of these enhancements may be mooh costly than we anticipated. If
are unable to successfully implement the infornmeigstems 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 ucigatied 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,udaolg 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 USRiritmutions, 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 chmpth FCC rules and regulations, we could be sabjo 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 incumbeggal exchange carriers, or ILECs, that are necgssarovide our services. 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 Telerounications 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 regulateséirrice. No states currently require certificationnomadic Internet voice communications
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 pyivand 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 CRTC as a reseller of telecommunicatia@rsises and have been issued a basic internatieleebmmunications 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 informatouvices, number portability, providing
minimum customer information, charging customersade regulatory charges and paying contributioarges. We are also subject to Cana
federal privacy and anti-spam laws and provinoisstimer protection legislation. As a holder of aBlicense, we 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, direstané directory enquiry services, offering consaeith 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 usedusyoeners located in countries where VolP and dtvens of IP communications may be
illegal or require special licensing or in coungrien a U.S. embargo list. Even where our produetseportedly illegal or become illegal or
where users are located in an embargoed coungys usthose countries may be able to 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 igi@dlé¢o do so, and any such penalties or governrhaatian may be costly and may harm our
business and damage our brand and reputation. 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 information and othestemer data. The scope of these obligation
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 amaufthere 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 thatdtbeption 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 took effect gnl]Ji014. This new law also contains provisiorat thill 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 customegdiility 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 pratdetalth information, or PHI, that is protected einthe Health Insurance 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 governseiill 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, could cause owises to become subject to additional
regulations, fees or taxes, or could require usvest in or develop new technologies, which maga&ly. In addition, as we continue to
expand our user base and offer more services, 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 Tatlemanications 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 wittomsmences and we are required to provide annwktamotifications 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) emergency@numbers at no charge. Ofcom also 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 addljte@rtain of our Internet voice communicationsges that work with mobile devices and are
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 Boftps 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 requiringpadviders of interconnected text messaging sentc@sovide, by September 30,
2013, an automatic bounce-back text message itigitis 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 messages.

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 location where tivices may be used by our customers, and
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 theesprotections from liability for the operation@f1 service as traditional wire-line and
wireless providers. Limitations on liability fordtprovision of 911 service are normally governedtayge law, and these limitations typically
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 vesllour employees in the U.S. We currently
offer support almost exclusively in English. Ouirdkparty 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 de@ma operating 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 seasior increase our costs for these services
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We are in the process of expanding our internatidregoerations, which exposes us to significant risks

To date, we have not generated significant revefroes outside of the U.S. and Canada. However, Iveady have significant
operations outside the U.S. and Canada, 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 asiniess will depend, in part, on our ability to axd our operations and customer base
worldwide. Operating in international markets regsisignificant 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 élarin international markets, our internationgd@&xsion efforts may not be successful. In
addition, we will face risks in doing business mtionally 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 fari§peountries;

« the need to offer customer care in various naangliages;

« reliance on third parties over which we have limhit®ntrol, including TELUS, BT and other internatid resellers, for marketing
and reselling our service

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

» lower levels of adoption of credit or debit carcgs for Internet related purchases by foreign coste and compliance with various
foreign regulations related to credit or debit cardcessing and data privacy requireme

« difficulties in understanding and complying wittcld 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 resticprohibit 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&Uand 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 Rusdig increasingly hostile relations
between Russia and the Ukraine, and recent disngptaused by Pro-Russian separatists in the Wknaimich could have an
adverse impact on our th-party software development and quality assuraneeatipns there

Our failure to manage any of these risks succdgsfalld harm our future international operationsl @ur overall business.
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We depend largely on the continued services of senior management and other key employees, the dbssy of whom could adversely
affect our business, results of operations and fir@al condition.

Our future performance depends on the continuedcssrand contributions of our senior managemedtatiner key employees to
execute on our business plan, and to identify amdyg opportunities and services innovations. dhe bf services of senior management or
other key employees could significantly delay arvemt the achievement of our development and gitatdjectives. In particular, we depend
to a considerable degree on the vision, skillseeepce and effort of our dounder, Chairman and Chief Executive Officer, \ithaid Shmunis
None of our executive officers or other senior ng@maent personnel is bound by a written employmgregeament and any of them m
therefore terminate employment with us at any tmte no advance notice. The replacement of anyhe$é¢ senior management personnel
would likely involve significant time and costs,casuch loss could significantly delay or prevemt dthievement 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 asifess. The loss of the services of our senior
management or other key employees for any reasad edversely affect our business, financial caadior results of operations.

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

Our future success depends, in part, on our abdigontinue to attract and retain highly skillestgpnnel. We believe that there is, and
will continue to be, intense competition for higlskilled technical and other personnel with expeéein our industry in the San Francisco |
Area, where our headquarters is located, in Der@eigrado, where our U.S. sales and customer stipffae and our network operations
center is located, and in other locations wherenaitain offices. We must provide competitive comgaion packages and a high-quality
work environment to hire, retain and motivate ergpks. If we are unable to retain and motivate aistiag employees and attract qualified
personnel to fill key positions, we may be unablenanage our business effectively, including thestigyment, marketing and sale of existing
and new services, which could have a material agveffect on our business, financial condition eesiilts of operations. To the extent we |
personnel from competitors, we may be subjectlegations that they have been improperly solicgedivulged proprietary or other
confidential information.

Volatility in, or lack of performance of, our stopkice may also affect our ability to attract aethin key personnel. Many of our key
personnel are, or will soon be, vested in a subiataamount of shares of common stock, stock ogtimnrestricted stock units. Employees may
be more likely to terminate their employment withitithe shares they own or the shares underlyiag vested options have significantly
appreciated in value relative to the original pass prices of the shares or the exercise pricéksaiptions, or if the exercise prices of the
options that they hold are significantly above tierket 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 resutf operations.

Our business strategy may, from time to time, idelacquiring or investing in complementary serviteshnologies or businesses. We
cannot assure you that we will successfully idgrgifitable acquisition candidates, integrate orageardisparate 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 couderially and adversely affect our results of ofiers. Acquisitions and other strategic
investments involve significant risks and uncetias) including:

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

« difficulties in integrating new products and seesdcsoftware, businesses, operations and technolfrggtructure in an efficient and
effective mannet

« difficulties in maintaining customer relations;

« the potential loss of key employees of the acquirgsinesses;

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

- the potential adverse effect on our cash positiaihé 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.
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Any acquisition or investment could expose us thnarvn liabilities. Moreover, we cannot assure Voak 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 maagid 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 tahifornia 9-1-1 system (the Emergency Telephoner&)Surcharge) and federal USF. For
periods prior to 2012, with limited exception, walibve that we were generally not subject to tafesss, or surcharges imposed by other U.S.
state and municipal jurisdictions or that such 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 usoor 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 effadtarieasing or eliminating price advantages we naayg had over other providers. We may
accurately calculate these taxes, particularhpmifyn jurisdictions. In addition, we have recordecbntingent sales tax liability for sales prior
to 2012. If our ultimate liability exceeds the eaited and accrued amount, it could result in sicgmit charges to our earnings.

Finally, the application of other indirect taxeadb as sales and use tax, value added tax, or ¥8dds and services tax, business tax,
and gross receipt tax) to e-commerce businessels asuours, is a complex and evolving area. In Rdnar 2007, the U.S. federal government
enacted legislation extending the moratorium otestand other local authorities imposing accesismriminatory taxes on the Internet thro
November 2014. This moratorium does not prohitdefal, state, or local authorities from collecttages on our income or from collecti
taxes that are due under existing tax rules. Tipdicgtion of existing, new, or future laws, whetlirethe U.S. or internationally, could have
adverse effects on our business, prospects, anlisre$ operations. There have been, and will ca@ito be, substantial ongoing costs
associated with complying with the various indireot requirements in the numerous markets in whieltonduct or will conduct business.

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

Our future effective tax rates could be subjeatdfatility or adversely affected by a number ofttas, including:
« changes in the valuation of our deferred tax assaddiabilities;

- expiration of, or lapses in, the research and dgweént tax credit laws;

« expiration or non-utilization of net operating lasaryforwards;

« tax effects of share-based compensation;

« certain non-deductible expenses as a result ofisitiqus;

« 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 accouptfingiples, or interpretations or applications dadr

Any changes in our effective tax rate could advgra#fect our results of operations.

We may be unable to use some or all of our net @pieg 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 $77.9 million,
respectively, available to offset future taxableoime, due to prior period losses, which, if nolized, will begin to expire in 2023 and 2014 for
federal and state purposes, respectively. We a@ge federal research tax credit carryforwardswhihbegin to expire in 2028. Realization of
these net operating loss and research tax cradjffeaevards depends on future income, and theeerisk that our existing carryforwards could
expire unused and be unavailable to offset futbcerne tax liabilities, which could materially andvarsely affect our results of operations.
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In addition, under Section 382 of the Internal Rex&Code of 1986, as amended, or the Code, oltyabiltilize net operating loss
carryforwards or other tax attributes, such asake$etax credits, in any taxable year may be lichifeve experience an “ownership change.” A
Section 382 “ownership change” generally occumné or more stockholders or groups of stockholdens, own at least 5% of our stock,
increase their ownership by more than 50 percergagds over their lowest ownership percentageiwithrolling three-year period. Similar
rules may apply under state tax laws.

No deferred tax assets have been recognized doatamce sheet related to these NOLSs, as they Byedserved by a valuation
allowance. If we have previously had, or have mftiture, one or more Section 382 “ownership chayigecluding in connection with our
initial public offering or another offering, orvfe do not generate sufficient taxable income, wg nwa be able to utilize a material portion of
our NOLs, even if we achieve profitability. If weedimited in our ability to use our NOLs in futuyears in which we have taxable income, we
will pay more taxes than if we were able to fulljlime our NOLs. This could materially and adveysaffect our results of operations.

As a result of being a public company, we needudlier develop and maintain our internal control @v financial reporting. If our internal
control over financial reporting is not effectivat may adversely affect investor confidence in aompany.

We will be required, pursuant to Section 404 of Siaebanes-Oxley Act, to furnish a report by managegron, among other things, the
effectiveness of our internal control over finahegporting as of December 31, 2014. This assesswi#meed to include disclosure of any
material weaknesses identified by our managememtiirinternal control over financial reporting.

We are in the early stages of the costly and chgiify process of compiling the system and procgsdiitumentation necessary to
perform the evaluation needed to comply with Sectio4. We may not be able to complete our evaloatesting 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 assesttbur internal controls are effective. For exampleonnection with the audit of our
consolidated financial statements for fiscal 2Gdur,independent registered public accounting folemtified 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 poggilfilat 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 accoumgtiand financial reporting matters to perform psscievel controls and other controls. We
believe that we remediated this material weakne2912.

However, in connection with the audit of our coiated financial statements for fiscal 2012, odejpendent registered public
accounting firm identified two significant deficieies. A “significant deficiency” is a deficiency; a combination of deficiencies, in internal
control over financial reporting that is less sevlran a material weakness, yet important enougtetdt attention by those responsible for
oversight of our financial reporting. The signifitaleficiencies that our independent registeredipalscounting firm identified in connection
with our fiscal 2012 audit related to our lack affient 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 cansolidated financial statements for 2013,
our independent registered public accounting fiatedmined that the second significant deficiendlyreimained 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 could lose investor confidence in the accuraay@mpleteness of our financial reports, whichi¢@ause the price of our Class A comr
stock to decline, and we may be subject to invattg or sanctions by the Securities and Excharayerfiission, 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 yelowing our first annual report required to hled with the SEC, or the date we are no longe
an “emerging growth company” as defined in the mdgeesnacted Jumpstart our Business Startups A20@2, or JOBS Act, if we take
advantage of the exemptions contained in the JOBSA4 such time, our independent registered pudicounting firm may issue a report that
may be adverse in the event it is not satisfieth wie level at which our controls are documentedjghed or operating. As a result, we may
need to undertake various actions, such as impléngenew internal controls and procedures and @igocounting or internal audit staff. Our
remediation efforts may not enable us to avoid tera weakness in the future.

48




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

We have formed a competitive local exchange castibsidiary, RCLEC, to allow us to purchase netvsakvices directly from ILECs
and from other CLECs in certain geographic marlagtiswer 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@suand 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 asnidtsl to improve the quality of our
services or lower the cost of our services.

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

We support local number and toll-free number 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 the customer’s existingnghservice during the number
transferring process. Any delay that we experiéndeansferring 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 diffic acquiring new customers. Moreover, the F@Guires Internet voice communications
providers, which are companies like us that progelvices similar to traditional phone companiesiuding 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 CRa€iimposed a similar number portability requirenm@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 cas;i@re unable to process number portability reguehin the requisite timeframes, we could
be subject to fines and penalties, including, e, compensation payable to our customers. Aaltkitily, in the U.S., both customers and
carriers may seek relief from the relevant statgiputility 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 DIDsliretU.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, and the level of
demand for new DIDs. Due to their limited avail@thjlthere are certain popular area code prefirRaswe generally cannot obtain. Our
inability to acquire DIDs for our operations woutthke our services less attractive to 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 thaambe difficult to replace or which could cause ers or failures of our service.

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

We rely on Cisco Systems, Inc. and Polycom, Incpfmnes 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 imuigular purchase order. If these third parties
are unable to deliver phones of acceptable quatity a timely manner, our ability to bring sendde market, the reliability of our services ¢
our reputation could suffer. We expect that it caialkke several months to effectively transitioméov third-party manufacturers or fulfillment
agents.

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

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

We may not be able to manage our inventory levéisatively, which may lead to inventory 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 forecakts 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 itesnlevels would subject us to the risk of invagtobsolescence, while insufficient levels of
inventory may negatively affect relations with @msers. 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 financialraition may be adversely affected.

We intend to continue to make expenditures andsimvents to support the growth of our business asayl require additional capital to
pursue our business objectives and respond todassimpportunities, 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 nsiiceour 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 examphegne instance in 2013, we w
temporarily out of compliance with one of our coaats in our SVB credit agreement which was waiwe&WB. 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.
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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, pegfees, and privileges superior to those of holdemur Class A common stock. If we are
unable to obtain adequate financing or financingesms satisfactory to us, when we require it, atility to continue to pursue our business
objectives and to respond to business opportunitieslenges or unforeseen circumstances coulijb#isantly 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 third-party custoen service and support facilities, and a
research and development facility are located n&apwn earthquake fault zones, and the occurrenceaof earthquake, tsunami or other
catastrophic disaster could damage our facilitiestbe facilities of our contractors, which could ¢ee us to curtail our operations.

Our corporate headquarters, one of our data ceatet®ne of our subsidiary’s co-location facilita® located in California, our third-
party customer service call centers operated byontractors are located in the Philippines, anel aour research and development facilities
is located on the coast of China. All of these tmees are on the Pacific Rim near known earthqdakt zones and, therefore, are vulnerabl
damage from earthquakes and tsunamis. Additionally China facility, our third-party customer ses/iand support facilities in the
Philippines, and our CLEC subsidiary’s co-locatfaaility in Florida are located in areas subjechtoricanes. We and our contractors are alsc
vulnerable to other types of disasters, such aeptnss, fire, floods, pandemics, cyber-attack,, \palitical unrest and terrorist attacks and
similar events that are beyond our control. If digasters were to occur, our ability to operatebusiness could be seriously impaired, and w
may endure system interruptions, reputational héwss, of intellectual property, delays in our seeg development, lengthy interruptions in
services, breaches of data security and loss ti¢adrdata, all of which could harm our future riéswf operations. In addition, we do not carry
earthquake insurance and we may not have adeasatence to cover our losses resulting from otheersters or other similar significant
business interruptions. Any significant losses Hratnot recoverable under our insurance poligesdcseriously impair our business and
financial condition.

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 pracesland 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 cbaltin our business and results of operations. Ahove have already hired additional
employees to comply with these requirements, we neggl 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 interpretstionmany cases due to their lack of specifia@tyd, as a result, their application in practice
may evolve over time as new guidance is providedelgylatory and governing bodies. This could reisuttontinuing uncertainty regarding
compliance matters and higher costs necessitateddpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased 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 taldyantage of certain
exemptions from various reporting requirements #natapplicable to other public companies thanate'emerging growth companies,”
including, but not limited to, exemption from theuirement to comply with the auditor attestatiequirements of Section 404 of the
Sarbanes-Oxley Act, reduced disclosure obligatiegarding executive compensation in our periodiores and proxy statements, and
exemptions from the requirements of holding a 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.”
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We will cease to be an “emerging growth companydruthe earliest of (i) January 1, 2019, (ii) thrstffiscal year after our annual
gross revenues are $1.0 billion or more, (iii) dla¢e on which we have, during the previous thres-period, issued more than $1.0 billion in
non-convertible debt securities or (iv) as of thd ef any fiscal year in which the market valu@of common stock held by non-affiliates
exceeded $700 million as of the end of the secaradter of that fiscal year.

As a result of filings required of a public compaoyr business and financial condition has becomemisible, which we believe m
result in more litigation, including by competit@ad other third parties. If such claims are sugfegsour business and results of operations
could be materially and adversely affected, anchéivihe claims do not result in litigation or aesolved in our favor. These claims, and the
time and resources necessary to resolve them, diudd the resources of our management and mbyeasiad adversely affect our business
results of operations.

We are an “emerging growth company,” and the reddcdisclosure requirements applicable to emerging@wth 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” diclg, but not limited to, not being
required to comply with the auditor attestationuiegments of Section 404 of the Sarbanes-Oxley rechiced disclosure obligations regarding
executive compensation in our periodic reports@noaty statements, and exemptions from the requingsnaf holding a nonbinding advisory
vote on executive compensation and stockholderoaapof any golden parachute payments not prewoaisproved. We cannot predict if
investors will find our Class A common stock letisagtive because we may rely on these exemptlbaeme investors find our Class A
common stock less attractive as a result, therebmeayless active trading market for our Class iairoon stock and our stock price may be
more volatile.

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 delay the adoptiooetain accounting standards until those standaoddd otherwise apply to private
companies. However, we are choosing to “opt outhef extended transition period, and as a resaltwill comply with new or revised
accounting standards on the relevant dates on vadoption 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 fdmetogy-related stocks in particular, has beenliigblatile. As a result, the market
price and trading volume for our Class A commortlstoas been and may continue to be highly volaihgl 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 Arnon 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, firrmiidance, and other public announcements, idinds 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, suchcgsiisitions 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 politicatiitions in the U.S. and global economies orrfaial markets, including those
resulting from natural disasters, telecommunicatifailure, cyber attack, civil unrest in varioustpaf the world, acts of war,
terrorist attacks, or other catastrophic eve
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Any of these factors may result in large and sudidt@mges 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 prigg a company’s securities, stockholders oftendéeurities class-action lawsuits against suct
company. Our involvement in a class-action lawsaitld divert our senior management’s attention #ratjversely determined, could have a
material and adverse effect on our business, finhoondition and results of operations.

The dual class structure of our common stock as tined in our charter documents has the effect aincentrating 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 stoctluers’ 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, emgésyand directors and their affiliates,
together hold approximately 85% of the voting powkour outstanding capital stock. As a result,tfar foreseeable future, our pre-offering
stockholders will have significant influence oviee tmanagement and affairs of our company and beepitcome of all matters submitted to
our stockholders for approval, including the electof directors and significant corporate transangj 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 smiitted to our stockholders for
approval even if their stock holdings represerg than 50% of the outstanding shares of our constmrk. 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 stockosy as the shares of Class B common stock repraséeast 10% of all outstanding
shares of our Class A and Class B common stocls. ddricentrated control will limit your ability tafluence corporate matters for the
foreseeable future, and, as a result, the marke pf our Class A common stock could be advera#bcted.

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 tlkéative voting power of those holders of Classofnmon stock who retain their shares in the
long term. If, for example, Mr. Shmunis retainggn#icant portion of his holdings of Class B commstock for an extended period of time, he
could, in the future, control a majority of the doimed voting power of our Class A and Class B comistock. As a board member,

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

We have never paid cash dividends and do not 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 common stock appresiatel the investor sells its shares at a profier&@lis 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 #épend in part on the research and reports ésaiarch 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 researchtatng business, the price of our Class A commookstay decline. If one or more of the
research analysts ceases coverage of our compdaisdio publish reports on us regularly, demamddur Class A common stock may
decrease, which could cause our stock price oingacblume to decline.
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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 byur 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 bBylaws 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 stolcldne be effected at a duly called annual or spevéeting and not by written
consent; specify that special meetings of our stolders can be called only by our board of direxttre Chair of our board of
directors, or our Chief Executive Office

« establish an advance notice procedure for stockhgbposals to be brought before an annual meetiolyding proposed
nominations of persons for election to our boardicéctors;

« establish that our board of directors is dividet ithree 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 beafilled only by a majority of directors thenaffice, even though less than a
quorum;

- require the approval of our board of directorsher holders of a supermajority of our outstandirgyss of capital stock to amend «
bylaws and certain provisions of our certificatéraforporation; an

« reflect two classes of common stock, as discuskedea

These provisions may frustrate or prevent any aiterny our stockholders to replace or remove otnect 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 eaofgjbusiness combinations with any
“interested” stockholder for a period of three yefmllowing the date on which the stockholder beeam “interested” stockholder.

54




Item 2. Unregistered Sales of Equity Securities andse of Proceeds.
a) Sale of Unregistered Securities

None.

b) Use of Proceeds from Public Offering of Commont8ck

On October 2, 2013, we closed our IPO whereby §08®bshares of Class A common stock, which inclu#l&d5,000 shares of Class A
common stock sold by us (including 1,125,000 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 selling stockholders, were sold price of $13.00 per share. The offer
and sale of all of the shares in the initial publitering were registered under the SecuritiespAgsuant to a registration statement on Forfn 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 $3.9 million, were $99.4
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.

c¢) Use of Proceeds from Secondary Public Offeringd €@ommon Stock

On March 11, 2014, we closed our secondary pulfiezing whereby 7,991,551 shares of Class A comstook, which included
2,791,551 shares of Class A common stock sold Kinakiding 791,551 shares of common stock fromekercise of the overallotment option
of shares granted to the underwriters), and 5,2@0sBares of Class A common stock sold by thenge#liockholders, were sold at a price of
$21.50 per share. The offer and sale of all ofstieres in the secondary public offering were regest under the 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, andtNiand Capital Markets acted as the underwritéfs.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 publiedfig as described in our final prospectus filethwlie SEC on March 5, 2014 pursuant to
Rule 424(b) of the Securities Act. We investedftiras received in registered money market funds.

Item 3. Default Upon Senior Securities
None.

Item 4. Mine Safety Disclosures

None.

Item 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
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 Documet 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 Docunt Furnished herewit
101.LAB**  XBRL Taxonomy Extension Label Linkbase Docum Furnished herewit
101.PRE**  XBRL Taxonomy Extension Presentation Linkbase Doent Furnished herewit

* The certifications furnished in Exhibits 32.1caB2.2 hereto are deemed to accompany this QuaReport on Form 1@ and will not b
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 then8ms Exchange Act of 1934, as
amended, except to the extent that the registpaattifically incorporates it by referenc

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

56




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: August 1, 201 By: /s/ Clyde Hosein
Clyde Hoseir
Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Office
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Exhibit 31.1

Certification of Principal Executive Officer
pursuant to
Exchange Act Rules 13a-14(a) and 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: August 1, 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: August 1, 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 1Q-for the quarterly period ended June 30, -
as filed with the Securities and Exchange Commissinthe date hereof (the “Report”), I, Vladimirrimnis, Chief Executive 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: August 1, 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 1Q-for the quarterly period ended June 30, -
as filed with the Securities and Exchange Commissinthe date hereof (the “Report”), I, Clyde Has&hief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdpted pursuant to § 906 of the Sarbanes-Oxley®2002, that:

(1) The Report fully complies with the 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: August 1, 2014

/s/ Clyde Hosein
Clyde Hosein

Executive Vice President and Chief Financial Offi

(Principal Financial Officer)



