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PART I
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements.stdtements other than statements of historica$fancluding statements regarding
our future financial condition, business strategyg alans and objectives of management for futuerains, are forward-looking statements.
Terminology such as “believe,” “may,” “might,” “obgtive,” “estimate,” “continue,” “anticipate,” “iend,” “should,” “plan,” “expect,”
“predict,” “potential,” or the negative of thesertes or other similar expressions is intended tatifie forward-looking statements. We have
based these forward-looking statements largelyurcarrent expectations and projections about éuawents and financial trends that we
believe may affect our financial condition, resulfperations, business strategy and financialsi€Ehese forward-looking statements are
subject to a number of known and unknown riskswamzbrtainties that could cause our actual resuitsfter materially from those expresset

implied in our forward-looking statements. Suclksigind uncertainties include, among others, thisgllin Part 1, Item 1A. “Risk Factors” of
this Annual Report on Form 10-K and elsewhere is thport, such as but not limited to:

* our emerging industry and relatively new businessi@i

» changes in the economic condition, market dynaméggjlatory or legislative environment affecting dusiness or our clients’
businesses

» our dependence on Internet search companies éztaltternet visitors
» our dependence on unimpeded access to the Intgrnet and Internet visitor
« our ability to accurately forecast our operatingutes and appropriately plan our expen:
e our ability to compete in our industr
« our ability to develop our websites to allow Intetrwisitors to access our websites through moleigags;
e our ability to develop new services and enhancesn@md features to meet new demands from our cliantt
» our ability to successfully challenge regulatorgita investigations or allegations of noncompliamdth laws.
Except as required by law, we undertake no oblbgatth update publicly any forward-looking statensefior any reason to conform these

statements to actual results or to changes inxpeatations. Given these risks and uncertaintezgjers are cautioned not to place undue
reliance on such forward-looking statements, andjuadify all of our forward-looking statements lhetse cautionary statements.

Item 1. Business
Our Company

QuinStreet is a leader in performance marketingnenWe have built a strong set of capabilitiesrigage Internet visitors with targeted
media and to connect our marketing clients witlirthetential customers online. We focus on sendlignts in large, information-intensive
industry verticals where relevant, targeted medi @tferings help visitors make informed choicésg fthe products that match their needs,
thus become qualified customer prospects for aantd. Presently, our primary client verticals @ire education and financial services
industries. We also have a presence in the bustndsgsiness technology, home services and meiidattries.
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We generate revenue by delivering measurable onlandeting results to our clients. These resultstgpically in the form of qualified
leads, clicks, calls or customers that are gengfaden our marketing activities on our websitewiar third-party publishers with whom we
have relationships. Clients primarily pay us fads that they can convert into customers, typidally call center or through other offline
customer acquisition processes, or for clicks framwebsites that they can convert into applicaioncustomers on their websites. We are
predominantly paid on a negotiated or market-dritger lead” or “per click” basis. Media costs tongeate qualified leads, clicks, calls or
customers are borne by us as a cost of providingewices.

QuinStreet was incorporated in California on A6l 1999 and reincorporated in Delaware on Dece®beP009. We have been a
pioneer in the development and application of medda marketing on the Internet. Clients pay uglieractual opt-in actions by prospects or
customers that result from our marketing activibesheir behalf, versus traditional impressiondabadvertising and marketing models in
which an advertiser pays for more general exposuas advertisement. We have been particularlydedwn developing and delivering
measurable marketing results in the search engioesystem,” the entry point of the Internet for trafghe visitors we convert into qualified
leads, clicks, calls or customers for our cliek& own or partner with vertical content websitest thittract Internet visitors from organic see
engine rankings due to the quality and relevanapeir content to search engine users. We alsair@ctguigeted visitors for our websites
through the purchase of pay-pdiek, or PPC, advertisements on search enginescaffgplement search engine companies by buildingsites
with content and offerings that are relevant arsppo@sive to their searchers, and by increasingahe of the PPC search advertising they sel
by matching visitors with offerings and convertithgm into customer prospects for our clients.

Market Opportunity
Change in marketing strategy and approach

We believe that marketing approaches are changitiydgets shift from offline, analog advertisingdiagto digital advertising media
such as Internet marketing. These changing appesaate fundamental, and require a shift to fundaafigmew competencies, including:

From qualitative, impression-driven marketing to afytic, data-driven marketing

Growth in Internet marketing is enabling a moreaddtiven approach to advertising. The measuralofitynline marketing allows
marketers to collect a significant amount of detaidlata on the performance of their marketing cagngaincluding the effectiveness of ad
format and placement and user responses. Thisdatthen be analyzed and used to improve marketingpaign performance and cost-
effectiveness on substantially shorter cycle tithes with traditional offline media.

From account management-based client relationshtpgesults-based client relationships

Marketers are becoming increasingly focused ortegiias that deliver specific, measurable resutis. ekample, marketers are attempting
to better understand how their marketing spendigyces measurable objectives such as meetingténgat marketing cost per new custor
As marketers adopt more resutigsed approaches, the basis of client relationstithstheir marketing services providers is shitiinom beinc
more account management-based to being more residtsed.

From marketing messages pushed on audiences to rating messages pulled by self-directed audiences

Traditional marketing messages such as televisioiradio advertisements are broadcast to a brodidraee. The Internet is enabling
more self-directed and targeted marketing. For g@nwhen Internet visitors click on PPC searcheatisements, they are expressing an
interest in and proactively engaging with inforroatabout a product or service related to that dbeznent. The growth of self-directed
marketing, primarily through
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online channels, allows marketers to present nageted and potentially more relevant marketingsagss to potential customers who have
taken the first step in the buying process, whah i turn increase the effectiveness of marketgshding.

From marketing spending focused on large media bugsnarketing spending optimized for fragmented need

We believe that media is becoming increasinglyrfragted and that marketing strategies are changindapt to this trend. There are
millions of Internet websites, tens of thousandwbith have significant numbers of visitors. Whihés fragmentation can create challenges fo
marketers, it also allows for improved audiencarsagtation and the delivery of highly targeted m#ngmessages, but new technologies ant
approaches are necessary to effectively manageetiraglgiven the increasing complexity resultingffirmore media fragmentation.

Increasing complexity of online marketing

Online marketing is a dynamic and increasingly claxadvertising medium. There are numerous onli@nels for marketers to reach
potential customers, including search enginesrreteportals, vertical content websites, affilinsworks, display and contextual ad networks,
email, video advertising, and social media. Werradghese and other marketing channels as medih &f these channels may involve
multiple ad formats and different pricing modelsypifying the complexity of online marketing. Welleee that this complexity increases the
demand for our vertical marketing and media sesviige to our capabilities and to our experienceamiaig and optimizing online marketing
programs across multiple channels. Also, marketadsagencies often lack our ability to aggregateriofgs from multiple clients in the same
industry vertical, an approach that allows us teec@ wide selection of visitor segments and previtbre potential matches to visitor needs.
This approach can allow us to convert more Intevisitors into qualified leads, clicks, calls orstomers from targeted media sources, giving
us an advantage when buying or monetizing that anedi

Our Business Model

We deliver coseffective marketing results to our clients mostid¢gfly in the form of a qualified lead or inquiry the form of a qualifie
click, or in the form of a call. Leads, clicks alls can then convert into a customer or salelients at a rate that results in an acceptable
marketing cost to them. We are paid typically bgrmils when we deliver qualified leads, clicks, salt customers as defined by our agreemen
with them. References to the delivery of customeesns the sale of completed customer transaciogs bound insurance policies or
customer appointments with clients). Because we thescosts of media, our programs must deliveslaesto our clients and provide for a
media yield, or generation of acceptable margim@nmedia costs, that provides a sound financiaane for us. To deliver leads, clicks, ¢
and customers to our clients, generally we:

e own or access targeted mec

* run advertisements or other forms of marketing mgss and programs in that media to create visgigpanses in the form most
typically of leads (visitor generated contact imf@tion and requests), clicks (to further qualificator matching steps, or to online
client applications or offerings), or calls (to mwned and operated call centers or that of oentdior their agents

* match these leads, clicks, calls, or customer$i¢gataofferings or brands that we believe can nvistor interests or needs,
converting visitors into qualified leads, clickslls or customers for our clients; a

« optimize client matches and media yield such theehieve desired results for clients and a soimath¢ial outcome for u:
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Media cost, or the cost to attract targeted Intevisitors, is the largest cost input to producihg measurable marketing results we de
to clients. Balancing our clients’ customer acdiosi cost and conversion objectives — or the ratgtach the leads, clicks or calls that we
deliver to them convert into customers — with owedia costs and yield objectives, represents thmagyi challenge in our business model. We
have been able to effectively balance these congeimands by focusing on our media sources arabd#ies, conversion optimization, and
our mix of offerings and client coverage. We alseksto mitigate media cost risk by working withréhparty publishers predominantly on a
revenue-share basis; media purchased on a reveate{zasis has represented the majority of ouraraits and of the Internet visitors we
convert into qualified leads, clicks, calls or @mers for clients, contributing significantly toraability to maintain profitability.

Media and Internet visitor mix

We are a client-driven organization. We seek tofe of the largest providers of measurable margetsults on the Internet in the client
industry verticals we serve by meeting the needdieits for results, reliability and volume. Meaggithose client needs requires that we
maintain a diversified and flexible mix of Interngsitor sources due to the dynamic nature of @ntiredia. Our media mix changes with
changes in Internet visitor usage patterns. Wetadahose changes on an ongoing basis, and atsetrely adjust our mix of vertical media
sources to respond to client or vertical-specificonstances and to achieve our financial objesti@enerally, our Internet visitor sources
include:

* websites owned and operated by us, with contenbffadngs that are relevant to our cli€’ target customer:
» visitors acquired from PPC advertisements purchasadajor search engines and sent to our web

* revenue sharing agreements with third-party publisivith whom we have a relationship and whoseectrar traffic is relevant to
our client’ target customer:

» emalil lists owned by us or by third parties; i

« advertisements run through online advertising nets;adirectly with major websites or portals, sbomedia networks, or mobile
networks, on a reven-share or purchased bas

Conversion optimization

Once we acquire targeted Internet visitors from @ingur numerous online media sources, we seeknwart that media into qualified
leads, clicks, calls or customers at a rate thiatnioas client results with our media costs or yagectives. We start by providing Internet
visitors with information and product offerings oar websites and in our marketing programs thabeleve match their interests. Achieving
acceptable client results and media yield theniregwngoing testing, measuring, analysis, feedbaatt adaptation of the key components of
our Internet marketing programs. These componectade the marketing or advertising messaging,erdmix, visitor navigation path, mix
and coverage of client offerings presented, andtpufisale conversion messaging — the contentishatesented to an Internet visitor
immediately prior to converting that individual and lead or click or call or customer for our ctenThis data complexity is managed by us
with technology, data reporting, marketing procesaed personnel. We believe that our scale ané than fourteen-year track record give us
an advantage, as managing this complexity oftediémp steep experience-based learning curve.

Offerings and client coverage

The Internet is a self-directed medium. Internsiteirs choose the websites they visit and theiinentavigation paths, and always have
the option of clicking away to a different websiteweb page. Having offerings, content or cliehtst match the interests or needs of website
visitors is key to providing results and
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adequate media yield. Our vertical focus allowsousontinuously revise and improve this matchingcpss, to better understand the various
segments of visitors and client offerings availablée matched, and to ensure that we enable Htteisitors to find what they seek.

Our Competitive Advantages
Vertical focus and expertise

We focus our efforts on large, attractive clientrked verticals and on building our depth of media aoverage of clients and client
offerings within them. We have been a pioneer wetlgping vertical marketing and media on the Iné¢@mnd in providing measurable
marketing results to clients. We focus on client®ware moving their marketing spending to measarabline formats and on information-
intensive client verticals with large underlying Mgt opportunities and high product or customegtiiihe values. This focus allows us to utilize
targeted media, in-depth industry and client kno\gks and customer segmentation and breadth ot cféarings, or coverage, to deliver
results for our clients, and greater media yield lanying power.

Measurable marketing experience, expertise and data

We have substantial experience at designing ankbylag marketing programs that match Internet wisitto information or product
offerings, and that can deliver economically ativa; measurable results to our clients, cost-&ffely for us. Such results require frequent
testing and balancing of numerous variables, innlythternet visitor sources, mix of content anctlidént and product offerings, visitor
navigation paths, prospect qualification, and afisiag creative design, among others. The complefiexecuting these marketing campaigns
is challenging. Due to our scale and more thantéaumr-year track record, we have successfully erddiousands of Internet marketing
programs, and we have gained significant experiemmeaging and optimizing this complexity to meet cients’ volume, quality and cost
objectives, while also achieving media yield anglibg power requirements for our business model.

Targeted media

Targeted media attracts Internet visitors who al&tively narrowly focused demographically or ieithinterests. Targeted media can
deliver better measurable marketing results foralients, at lower media costs for us, due to hightes of conversion of Internet visitors into
leads, clicks, calls, or customers for targetedraffys and, often, due to less competition fronpldig advertisers. We have significant
experience at creating, identifying, partnering petizing, and managing targeted media on the latefirhis array of targeted media can
represent a share of targeted traffic in our valdion the Internet that is meaningful and attvactd clients. Many of the targeted media sot
for our marketing programs are proprietary or nagéensible because of our direct ownership of websh our client verticals, our acquisiti
of targeted Internet visitors directly from seaertgines to our websites, and our relationshipsnagdia buying power advantages with media
properties or sources owned by others. Examplesbsites that we own and operate include Schoats.@mnlineDegrees.com, and
AlliedHealthWorld.com in our education client vegl; Carlnsurance.com, Insurance.com, Insure.carjRatings.com, and MoneyRates.c
in our financial services client vertical; eWeelrtand ITBusinessEdge.com in our business-to-busieetinology client vertical,
reliableremodeler.com and improvementcenter.coouirhome services client vertical; and ElderCaketiom in our medical client vertical.

Proprietary technology

We have developed a core technology platform acmhamon set of applications for managing and opfimgimeasurable marketing
programs across multiple client verticals at scalee primary objectives and effects of our techgiae are to achieve higher media yield,
deliver better results for our clients, and mofficeitly and effectively manage our scale and claxipy. We continuously strive to develop
technologies that
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allow us to better match Internet visitors in oliertt verticals to the information, clients or prmd offerings visitors seek at scale. In so doing,
our technologies can allow us to simultaneouslyrowp visitor satisfaction, increase our media yielid achieve higher rates of conversior
leads, clicks, calls or customers for our clients-eycle of increased value for Internet visitord anr clients and competitive advantage fo
Some of the key applications in our technologyfplat are:

» an ad server for tracking the placement and pedag® of content, creative messaging, and offelmgsur websites and on those
of publishers with whom we worl

« databas-driven applications for dynamically matching conteffers or brands to Internet visit’ expressed needs or intere:

« aplatform for measuring and managing the perfogaaf tens of thousands of PPC search engine @&irngrcampaigns

» dashboards or reporting tools for displaying opegaadnd financial metrics for thousands of ongaimarketing campaigns; an

« acompliance tool capable of cataloging and fifigrgontent from the thousands of websites on wbigtmarketing programs
appear to ensure adherence to client branding ljuédeand to regulatory requiremer

Approximately one-third of our employees are engisefocused on building, maintaining and operatingtechnology platform.

Client relationships

We are a reliable source of measurably effectivekating results for our clients. We endeavor to kvoollaboratively and in a data-
driven way with clients to improve our results fbem. We believe our successful client relationslaige due to:

e our close, often direct, relationships with mosbof large clients
e our ability to deliver measurable and attractivieime on investment, or ROI, on clie’ marketing spending

« our ownership of, or access to large amounts ajetad media inventory and associated Interneiovssin the client verticals on
which we focus; an

» our ability to consistently and reliably deliverde quantities of qualified leads, clicks, callscastomers

As our high client retention rates, combined witin depth and breadth of online media in our prindignt verticals indicate, we are an
important marketing channel partner for our clients

Client-driven online marketing approach

We focus on providing measurable Internet markeding media services to our clients in a way theks¢o protect and enhances their
brands and their relationships with prospectiveausrs. The Internet marketing programs we exeatgalesigned to adhere to strict client
branding and regulatory guidelines, and are intdridenatch our clients’ brands and offers with egsed customer interest. We have
contractual arrangements with third-party publistterensure that they follow our clients’ branddglines, and we utilize our proprietary
technologies and trained personnel to help ensampliance. In addition, we believe that providietewant, helpful content and client offers
that match an Internet visitor's self-selectedri@s$éin a product or service, such as requestiogriration about an education program or
financial product, makes that visitor more likebydonvert into a customer for our clients. We dberggage in online marketing practices such
as spyware or deceptive promotions, as we belleafethese do not provide value to Internet visitord can undermine our clients’ brands.
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Acquisition strategy and success

We have successfully acquired vertical online mizmgeand media companies, including vertical wabbilisinesses, marketing services
companies, and technologies. Our scale, breadthpzbilities and common technology platform hawtanically enabled us to integrate and
generate value from acquisitions through our:

« ability to monetize Internet media, coupled witleot demand for our services, providing us withagtipular advantage in acquiril
targeted online media properties in the clientigal$ on which we focus

» capabilities in online media allowing us to generafgreater volume of leads, clicks, calls or austs, and therefore create more
value, than other owners of marketing services @nigs that have aggregated client budgets or@akttips; an

» application of technologies across our businessmelto create more value than previous ownerseofethnology

Scale

We are one of the largest Internet performance etiuds companies in the world. Our scale allowsoulsdtter meet the needs of large
clients for reliability, volume and quality of séee. It allows us to invest more in technologieat improve media yield, client results and our
operating efficiency. We are also able to investarin other forms of research and developmentuding determining and developing new
types of vertical media, new approaches to engagetugite visitors, and new segments of Internétorss and client budgets, all of which can
lead to advantages in media costs, and effectigenegelivering client results.

Our Strategy

Our goal is to continue to be one of the largestranst successful performance marketing compamékelinternet, and eventually in
other digitized media forms. We believe that weiarthe early stages of a very large and long-teusiness opportunity. Our strategy for
pursuing this opportunity includes the followingykeomponents:

» focus on generating sustainable revenues by proyicieasurable value to our clier

e build QuinStreet and our industry sustainably blgayéng ethically in all we do and by providing dtyakcontent and website
experiences to Internet visitol

« remain vertically focused, choosing to grow throualgipth, expertise and coverage in our currenttclierticals; enter new client
verticals selectively over time, organically andotingh acquisitions

» build a world class organization, with best-in-slaapabilities for delivering measurable marketegpults to clients and high yields
or returns on media cos

« develop and evolve the best technologies and piatfor managing vertical marketing and media onlttternet; focus on
technologies that enhance media yield, improventliesults and achieve scale efficienc

» build, buy and partner with vertical content websithat provide the most relevant and highest tyuaBitor experiences in the
client and media verticals we serve; ¢

» be a clier-driven organization; develop a broad set of mediaces and capabilities to reliably meet clientdse

Clients

In fiscal years 2014, 2013 and 2012, no client aaged more than 10% of annual net revenue, andopu?0 clients accounted for 52%,
52% and 54% of net revenue. Since our service ingtoffered in 2001, we have

9
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developed a broad client base with many multi-yekationships. We enter into Internet marketingtraats with our clients, most of which are
cancelable with little or no prior notice. In addit, these contracts do not contain penalty prowssifor cancellation before the end of the
contract term.

Sales and Marketing

We have an internal sales team that consists ofoggs focused on signing new clients and accoamagers who maintain and seek to
increase our business with existing clients. Olesspeople and account managers are each focuseganticular client vertical so that they
develop an expertise in the marketing needs othemts in that particular vertical.

Our marketing programs include attendance at tshdevs and conferences and limited advertising.

Technology and Infrastructure

We have developed a suite of technologies to maragpeove and measure the results of the markgtingrams we offer our clients. v
use a combination of proprietary and third-partifvgare as well as hardware from established tedgyVendors. We use specialized softwar
for client management, building and managing weksiacquiring and managing media, managing out-frarty publishers, and the matching
of Internet visitors to our marketing clients. Wavk invested significantly in these technologied plan to continue to do so to meet the
demands of our clients and Internet visitors, tweéase the scalability of our operations, and ecdamanagement information systems and
analytics in our operations. Our development teamark closely with our marketing and operating tedmdevelop applications and systems
that can be used across our business. In fisced Y84 4, 2013 and 2012, we spent $19.5 million,&i8llion and $21.1 million on product
development.

Our primary data center is at a third-party co-tasacenter in San Francisco, California. All oétbritical components of the system are
redundant, and we have a backup data center ivégas, Nevada. We have implemented these backtgnsysind redundancies to minimize
the risk associated with earthquakes, fire, powass,ltelecommunications failure, and other eveeysid our control.

Intellectual Property

We rely on a combination of patent, trade secratlegmark and copyright laws in the United Statekather jurisdictions together with
confidentiality agreements and technical measurgsdtect the confidentiality of our proprietarghis. To protect our trade secrets, we contrc
access to our proprietary systems and technolodyeater into confidentiality and invention assigmiagreements with our employees and
consultants and confidentiality agreements witleothird parties. QuinStreet is a registered traat&rm the United States and other
jurisdictions. We also have registered and unrergst trademarks for the names of many of our wehiséind we own the domain registrati
for our many website domains.

Our Competitors

Our primary competition falls into two categoriestvertising and direct marketing services agenaied,online marketing and media
companies. We compete for business on the basisiomber of factors including return on marketirgenditures, price, access to targeted
media, ability to deliver large volumes or predigees of customer prospects, and reliability.

Advertising and direct marketing services agencies

Online and offline advertising and direct marketsggvices agencies control the majority of thedastient marketing spending for which
we primarily compete. So, while they are sometim@scompetitors, agencies are

10
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also often our clients. We compete with agenciegtttact marketing budget or spending from offfioems to the Internet or, once designate
be spent online, to be spent with us versus the@ger by the agency with others. When spendingnenbhgencies spend with QuinStreet and
with portals, other websites and ad networks.

Online marketing and media companies

We compete with other Internet marketing and medipanies, in many forms, for online marketing letdgMost of these competitors
compete with us in one vertical. Examples inclu@aiBRate in the financial services client vertiaadl &ducation Dynamics in the education
client vertical. Some of our competition also corfresn agencies or clients spending directly witlyéx websites or portals, including Google,
Yahoo! and Microsoft.

Government Regulation

We provide services through a number of differedin@ and offline channels. As a result, we argesttio many Federal and state laws
and regulations, including restrictions on the ofsensolicited commercial email, such as the CAMMBIPAct and state email marketing laws,
and restrictions on the use of marketing activitiesducted by telephone, including the Telemarge8ales Rule (the “TSR”) and the
Telephone Consumer Protection Act (the “TCPA”). @usiness is also subject to Federal and statedadsegulations regarding privacy,
search engines, Internet tracking technologiesctlimarketing, data security, data privacy, pricBweepstakes, promotions, intellectual
property ownership and infringement, trade seceatgort of encryption technology, acceptable caréea quality of goods, and taxation,
among others.

In addition, we provide services to a number of dignts that operate in highly regulated industrigarticularly in our education and
financial services verticals. Historically, we hayenerated nearly half of our revenue from our atan client vertical, and nearly all of that
revenue was generated from post-secondary eduahiimtitutions. Post-secondary educational institis are subject to extensive Federal an
state regulations, including the Higher Educatian, Mepartment of Education regulations and indigidstate higher education regulations.
The regulations govern many aspects of these slieperations, including marketing and recruiting\dties, as well as the school’s eligibility
to participate in Title IV Federal student finad@ad programs, which is the principal source afding for many of our education clients. Tt
have been significant changes to these regulaitotie recent past, and a high level of regulatatyvity and heightened legislative scrutiny is
expected to continue in the post-secondary educagotor. In our financial services vertical, owbsites and marketing services are subject
various Federal, state and local laws, includimageslicensing laws, Federal and state laws prohiitnfair acts and practices, and Federal an
state advertising laws. In addition, we are a Baehinsurance agent in all fifty states. The coStompliance with these and new laws may
increase in the future and any failure on our adomply with such laws may subject us to sigafficliabilities.

Employees

As of June 30, 2014, we had 667 employees, whioBisted of 191 employees in product developmenin 83les and marketing, 46 in
general and administration and 367 in operatiomsie\bf our employees is represented by a labomnyeiacept for our employees in Brazil
who are represented by a union as required by lBrazaw.

Available Information

We file reports with the Securities and Exchangen@dssion (“SEC”"), including annual reports on FattK, quarterly reports on
Form 10-Q, current reports on FornK8nd other filings required by the SEC. We malesthreports and filings available free of chargea
website via the investor relations page on www.si@et.com as soon as reasonably practicablesaftérmaterial is electronically filed with
furnished
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to the SEC. We also webcast our earnings callcartdin events we host with members of the investro@mmunity on our investor relations
page at http://investor.quinstreet.com. The coméour website is not intended to be incorpordtgdeference into this report or in any other
report or document we file, and any reference imwhebsite and others included in this report isnded to be an inactive textual reference
only.

The public may read and copy any materials we/fite the SEC at the SEC’s Public Reference Roof0atF Street, NE, Washington,
DC 20549. The public may obtain information on tiperation of the Public Reference Room by callmg $EC at 1-800-SEC-0330. The SEC
maintains an Internet site (http://www.sec.gov} tiantains reports, proxy and information statememnd other information regarding issuers
that file electronically with the SEC.

Iltem 1A . Risk Factors

Investing in our common stock involves a high degrferisk. You should carefully consider the ridkscribed below and the other
information in this periodic report. If any of sudlsks actually occur, our business, results ofrafiens or financial condition could be
adversely affected. In those cases, the tradingepsf our common stock could decline and you mesgy ddl or part of your investment.

Risks Related to Our Business and Industry

We operate in an emerging industry and have a ralaly new business model, which makes it diffictdtevaluate our business and
prospects.

We derive nearly all of our revenue from the sdlerdine marketing and media services, which igarerging industry that has
undergone rapid and dramatic changes in its relgtshort history and which is characterized byidigpchanging Internet media, evolving
industry standards, regulatory uncertainty, andghveg user and client demands. As a result, weitfiaks and uncertainties such as but not
limited to:

* our emerging industry and relatively new businessi@i

» changes in the economic condition, market dynaméggjlatory or legislative environment affecting dusiness or our clients’
businesses

» our dependence on Internet search companies éztaltternet visitors

« our dependence on unimpeded access to the Intgrnet and Internet visitor

» our ability to accurately forecast our results pémtions and appropriately plan our expen

e our ability to compete in our industr

« our ability to develop our websites to allow Intetrwisitors to access our websites through moleigags;

e our ability to develop new services and enhancesn@md features to meet new demands from our cliantt
* our ability to successfully challenge regulatorgita investigations or allegations of noncompliamdth laws.

If we are unable to address these risks, our bssjmesults of operations and prospects couldrsuffe

Negative changes in the economic condition, marlghamics or regulatory environment have caused, andy continue to cause, our
revenue to decline and our business and growth tiffer.

Adverse macroeconomic conditions could cause deesear delays in spending by our advertisers aaldl d@rm our ability to generate
revenue and our results of operations. Moreovetate, we have generated a large majority of owemee from clients in our education and
financial services client verticals. We expect that
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a majority of our revenue, at least in the neantewill continue to be generated from clients im education and financial services client
verticals. Changes in the market conditions orégailatory environment in these two highly-reguatéent verticals in particular have
negatively impacted, and may continue to negatiialyact, our clients’ businesses, marketing prast&nd budgets and, therefore, our
financial results.

Our and our clients’ businesses are subject to maagulatory requirements. Current or future reguli@ins could have a material adverse
effect on our business, results of operations ambhcial condition.

Our business is subject to many laws and regulataryirements, including Federal, state, and Itzaa$ and regulations regarding
unsolicited commercial email, telemarketing, us@éraey, search engines, Internet tracking technelmglirect marketing, data security, data
privacy, pricing, sweepstakes, promotions, intéllatproperty ownership and infringement, tradeetsg export of encryption technology,
acceptable content and quality of goods, and tamatimong others. Each of our education, finarsgaltices and other client verticals is also
subject to various laws and regulations, and ouketeng activities on behalf of our clients areukged. Many of these laws are frequently
changing, and keeping our business in compliantte avibringing our business into compliance witlvlaws may be costly, affect our
revenue and harm our financial results. Violationalleged violations of laws by us, our third-ggsublishers or clients could result in
damages, fines, criminal prosecution, unfavorahlaipity, and restrictions on our ability to opexatiny of which could have a material adv
effect on our business, results of operations arah€ial condition. In addition, new laws or regidas or changes in enforcement of existing
laws or regulations applicable to our clients caafiéict the activities or strategies of our clieatsl, therefore, lead to reductions in their level
of business with us.

For example, the Federal Communications Commisiocently amended the Telephone Consumer Protegtibthat affects
telemarketing calls. Certain provisions of the fatjans became effective in July 2012, and add#ioagulations requiring prior express
written consent for certain types of telephonic owmications became effective in October 2013. Gfarts to comply with the TCPA has not
had a material impact on traffic conversion rakémwever, depending on future traffic and product,nticould potentially have a material
effect on our revenue and profitability. Additiolyalwe generate leads from which customers progigdéreless number, and in turn a
significant amount of revenue comes from calls nadeur internal call centers as well as by thiedtp call centers. We also purchase a
portion of our lead data from third-party publishend cannot guarantee that these thadies will comply with the regulations. Any faituby
us or the third-party publishers on which we relytelemarketing, email marketing and other leatkgation activities to adhere to or
successfully implement appropriate processes anckedures in response to existing regulations aadgihg regulatory requirements could
result in legal liability or damage to our repubatin the marketplace, either of which could haveaterial adverse effect on our business,
results of operations and financial condition. Rartnore, our clients may make business decisiogsdan their own experiences with the
TCPA regardless of our products and the changaswiemented to comply with the new regulations. Shdecisions may negatively affect
our revenue or profitability.

From time to time, we are subject to audits, inggirinvestigations, claims of non-compliance awisluits by Federal and state
governmental agencies, regulatory agencies, attergeneral, and other governmental or regulatodidsp any of whom may allege violations
of legal requirements. For example, in June 20Eentered into an Assurance of Voluntary Compliageement following a civil
investigation into certain of our marketing praesaelated to our education client vertical thas wanducted by the attorneys general of a
number of states. If the results of any future stigations, audits, inquiries, claims or litigatiare unfavorable to us, we may be required tc
monetary fines or penalties or have restrictioms@dl on our business, which could materially adhgmffect our business, financial condition,
results of operations, and cash flows.

Federal and state regulations governing clientsanr education vertical have negatively affected,camay continue to negatively affect,
our clients’ businesses, marketing practices anddigets, any or all of which could have a materiahaaise effect on our financial results.

Historically, we have generated nearly half of mwenue from our education client vertical, andrlyeall of that revenue was generated
from post-secondary educational institutions. RBeswendary educational institutions are
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subject to extensive Federal and state regulatinalsiding the Higher Education Act, DepartmenEafucation regulations and individual state
higher education regulations. The regulations gowveany aspects of these clients’ operations, imetucharketing and recruiting activities, as
well as the school’s eligibility to participate Title IV Federal student financial aid programs,iethis the principal source of funding for many
of our education clients. There have been significhanges to these regulations in the recent @adta high level of regulatory activity and
heightened legislative scrutiny is expected to icot in the post-secondary education sector. Famgie, in June 2014, the Department of
Education imposed certain restrictions on acceg®tteral student aid for one of our for-profit eglimn clients, Corinthian Colleges Inc.,
pending an investigation of the company’s markeéind recruiting activities. Changes in, or newriptetations of, applicable laws,
regulations, standards or policies applicable ésd¢hclients could have a material adverse effetit@in accreditation, authorization to operai
various states, or receipt of funds under TitlgpPggrams, any of which, in turn, may harm our &piid generate revenue from these clients
our financial results.

We depend on third-party publishers for a significiportion of our visitors. Any decline in the suppof media available through these
websites or increase in the price of this media ltboause our revenue to decline or our cost to reagsitors to increase.

A significant portion of our revenue is attributalib visitor traffic originating from third-partyublishers. In many instances, third-party
publishers can change the media inventory they mag&#able to us at any time and, therefore, impactresults of operations. In addition,
third-party publishers may place significant redtans on our offerings. These restrictions mayhyiv advertisements from specific clients or
specific industries, or restrict the use of cer@ammative content or formats. If a third-party psbér decides not to make media inventory
available to us, or decides to demand a highemeshare or places significant restrictions orugeof such inventory, we may not be able t
find media inventory from other websites that $atmir requirements in a timely and cost-effectivanner. In addition, the number of
competing online marketing service providers ankatiisers that acquire inventory from websites tw#s to increase. Consolidation of
Internet advertising networks and third-party psiidirs could eventually lead to a concentrationesirdble inventory on websites or networks
owned by a small number of individuals or entiti@hjch could limit the supply or impact the pricin§inventory available to us. For example,
since 2012, our revenue has declined in our firsrsarvices client vertical primarily due to voluheclines caused by losses of available
media from third-party publishers acquired by cotitpes, changes in search engine algorithms wheécluced or eliminated traffic from some
third-party publishers and increased competitiargiaality media. We cannot assure you that we lvélable to acquire media inventory that
meets our clients’ performance, price and quatyuirements, in which case our revenue could dedirour operating costs could increase.

Our results of operations have fluctuated in thegiaand may do so in the future, which makes ouruks of operations difficult to predic
and could cause our results of operations to fatist of analysts’ and investors’ expectations.

Historically, quarterly and annual results of opierss have fluctuated due to changes in our busjres industry and the general
economic climate. We expect our future resultsprations to vary significantly from quarter to deadue to a variety of factors, many of
which are beyond our control. Our fluctuating réswif operations could cause our performance atidaluto be below the expectations of
securities analysts and investors, causing the pfiour common stock to fall. Our business is diragnand evolving, and, as a result, our
historical results of operations may not be ustfylou in predicting our future results of operatioFactors that may increase the volatility of
our results of operations include the following:

» changes in client volum

* loss of or reduced demand by existing clie
» the availability and price of quality med

» consolidation of media source
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« changes in search engine algorithms that affecandrour publishe’ websites; an
e regulatory and legislative chang

As a result of changes in our business model andreased expenditures for certain businesses, praguservices and technologies, we
anticipate downward pressure on our Adjusted EBITDw#argin.

We have invested and expect to continue to invesew businesses, products, services and techeslagcluding more expensive forms
of media. We may have insufficient revenue to folffset liabilities and expenses in connection wiitese investments and may experience
inadequate, unpredictable return of capital onimuestments. As a result of these investments,xpea downward pressure on our Adjusted
EBITDA margin.

We depend upon Internet search providers to diradignificant portion of the visitors to our and auhird-party publishers’ websites.
Changes in search engine algorithms have in the fpaisd may in the future harm the websites’ placent®im both paid and organic
search result listings, which may cause the numloéwisitors to our websites and, our third-party blishers’ websites as well as our
revenue to decline.

Our success depends on our ability to attract enligitors to our and our third-party publisherghsgites and convert them into prospect
for our clients in a cost-effective manner. We depen Internet search providers to direct a sulisfeshare of visitors to our websites. Searct
providers offer two types of search results: orgamd paid listings. Organic listings are displapaded solely on formulas designed by the
search companies. Paid listings are displayed basedcombination of the advertiser’s bid pricegarticular keywords and the search
engines’ assessment of the website’s relevanceaality.

Our ability to maintain or grow the number of vis# to our websites from search providers is ntitedy within our control. Search
providers frequently revise their algorithms andruies in their algorithms could cause our websitesceive less favorable placements. We
have experienced fluctuations in organic rankireysafnumber of our websites and some of our psithgj campaigns have also been harmed
by search engine algorithmic changes. Search peavicbuld determine that our or our third-partylisiiers’ websites’ content is either not
relevant or is of poor quality.

In addition, we may fail to optimally manage ouidlistings, or our proprietary bid management tethgies may fail. To attract and
retain visitors, we use search engine optimizafi&EO") which involves developing content to optiairanking in search engine results. Our
ability to successfully manage SEO efforts acrassosvned and operated websites and our third-ganyishers’ websites depends on our
timely and effective modification of SEO practiéegplemented in response to periodic changes ircheargine algorithms and methodologies
and changes in search query trends. If we failitzsssfully manage our SEO strategy, our websitgsreteive less favorable placement in
organic or paid listings, which would reduce thentwer of visitors to our sites, decrease convensites and repeat business and have a
detrimental effect on our ability to generate ravenf visits to our websites decrease, we may nee@de more costly sources to replace lost
visitors, and such increased expense could adyeaffelct our business and profitability. Even if euecceed in driving traffic to our owned and
operated websites and to our clients’ websitesnag not be able to effectively monetize this t@fir otherwise retain customers. Our failure
to do so could result in lower advertising revefroen our owned and operated websites as well ag-gid@rty publishers’ websites, which
would have an adverse effect on our business, dinhoondition and results of operations.

If we fail to compete effectively against other amé marketing and media companies and other comipesi, we could lose clients and our
revenue may decline.

The market for online marketing is intensely contpet, and we expect this competition to continodnicrease in the future both from
existing competitors and, given the relatively lbarriers to entry into the
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market, from new competitors. We compete both fients and for limited high-quality media. We cortméor clients on the basis of a number
of factors, including return on investment of ctiermarketing spending, price and client service.

We compete with Internet and traditional media canigs for a share of clients’ overall marketing dgeets, including:

» online marketing or media services providers suckducation Dynamics in the education client vattand BankRate in the
financial services client vertice

» offline and online advertising agenci
* major Internet portals and search engine compavitesadvertising networks

» other online marketing service providers, includamiine affiliate advertising networks and indusspecific portals or lead
generation companie

» third-party publishers with their own sales forces tledittheir online marketing services directly toeclts;
» in-house marketing groups and activities at curreqpotential clients

» offline direct marketing agencie

* mobile and social media; ai

e television, radio and print compani

Competition for web traffic among websites and seangines, as well as competition with traditiomaldia companies, has resulted anc
may continue to result in significant increasemidia pricing, declining margins, reductions inenewre, and loss of market share. In additic
we expand the scope of our services, we may comptiea greater number of websites, clients anditicnal media companies across an
increasing range of different services, includingértical markets where competitors may have atdgpes in expertise, brand recognition and
other areas. Internet search companies with brecmhnition, such as Google, Yahoo! and Microsat,ensignificant numbers of direct sales
personnel and substantial proprietary advertigiwgmtory and web traffic that provide a significanmpetitive advantage and have a
significant impact on pricing for Internet adveirig and web traffic. Some of these companies mégr of develop more vertically targeted
products that match customers with products andcgsr and, thus, compete with us more directly. ffied toward consolidation in online
marketing may also affect pricing and availabibifymedia inventory and web traffic. Many of our @nt and potential competitors also enjoy
other competitive advantages over us, such as tapmgrating histories, greater brand recognitiargér client bases, greater access to
advertising inventory on high-traffic websites, aighificantly greater financial, technical and keting resources. As a result, we may not be
able to compete successfully. Competition from otharketing service providers’ online and offlinesings has affected and may continue tc
affect both volume and price, and, thus, revenusjtpnargins and profitability. If we fail to deféer results that are superior to those that othe
online marketing service providers deliver to dgme could lose clients, and our revenue mayimecl

More people are using mobile devices to accesdrternet. If we fail to develop our websites to egace with this shift in user devices,
we may not remain competitive and could lose cl&@not advertising inventory.

The number of people who access the Internet througpile devices such as smart phones and tatdstmbreased dramatically in the
past few years, and we expect the trend to conti@ue online marketing services and content weigirtally designed for desktop or laptop
computers. The shift from desktop or laptop comisute mobile devices could potentially deteriottiie user experience for visitors to our
websites and may make it more difficult for visgao respond to our offerings. It may also requsdo develop new offerings specifically
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designed for mobile devices. Additionally, the miiretion of our online marketing services and cahtin these mobile devices might not be
as lucrative for us compared to those on desktddagptop computers. If we fail to develop our wébsicost effectively and improve the
monetization capabilities of our mobile marketimgvices, we may not remain competitive, which magatively affect our business and
results of operations.

A reduction in online marketing spend by our clies)ta loss of clients or lower advertising yields yreeriously harm our business,
financial condition and results of operations. Indalition, a substantial portion of our revenue is igerated from a limited number of
clients and, if we lose a major client, our revenudll decrease and our business and prospects mapéarmed.

We rely on clients’ marketing spend on our owned aperated websites and on our network of thirdygamblisher websites. We have
historically derived, and we expect to continuelésive, the majority of our revenue through thevdel of qualified leads, clicks, calls and
customers. One component of our platform that vestogienerate client interest is our system of nimagon tools, which is designed to ma
content with client offerings in a manner that opties revenue yield and end-user experience. Gligifitstop spending marketing funds on
our owned and operated websites or our third-paublisher websites if their investments do not gateesales leads, and ultimately customer:
or if we do not deliver advertisements in an appedp and effective manner. The failure of our gdieptimized monetization technology to
effectively match advertisements or client offesvgth our content in a manner that results inéased revenue for our clients would have an
adverse impact on our ability to maintain or inse2aur revenue from client marketing spend.

Even if our content is effectively matched with adisements or client offerings, our current clgéemay not fulfill their obligations under
their existing contracts with us and they may rwitmue to place marketing spend or advertisemamisur websites beyond the terms of their
existing contracts. If any of our clients decided to continue marketing spend or advertising onawwned and operated websites or on our
third-party publisher websites, we could experieacapid decline in our revenue over a relativélgrsperiod of time. Any factors that limit
the amount our clients are willing to and do spendnarketing or advertising with us, or to purchiesels from us, could have a material
adverse effect on our business.

Furthermore, a substantial portion of our revesugeinerated from a limited number of clients. Noheur clients account for 10% or
more of our revenue. However, we have a few clidrasaccount for a large portion of our net revefar the fiscal year ended June 30, 2014,
Our clients can generally terminate their contradth us at any time, with limited prior notice penalty. Clients who have longer-term
contracts may fail to honor their existing contsadail to renew their contracts or reduce theielef business with us, leading to lower
revenue.

In addition, reductions in business by one or nsigeificant clients may trigger price reductions éar other clients whose prices for
certain products are determined in whole or in pgirtlient bidding or competition. Any such prieduction could result in lower revenue. We
expect that a limited number of clients will continto account for a significant percentage of emenue, and the loss of any one of these
clients, or material reduction in their marketingesding with us, could decrease our revenue and bar business.

We rely on our management team and other key emeésy and the loss of one or more key employeesdclhatm our business.

Our success and future growth depend upon therzaediservices of our management team, includinggswalenti, Chief Executive
Officer, and other key employees in all areas afarganization. From time to time, there may benges in our key employees resulting from
the hiring or departure of executives and employe®gch could disrupt our business. We have expegd declines in our business and a
depressed stock price, making our equity and easintive compensation programs less attractiveitent and potential key employees. If we
lose the services of key employees or if we ardlgn@ attract and retain additional qualified eoygles, our business and growth could suffer
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Third-party publishers or vendors may engage in wihorized or unlawful acts that could subject us stgnificant liability or cause us to
lose clients.

We generate a significant portion of our web vistisom online media that we purchase from thirdyppublishers. We also rely on
third-party call centers and email marketers. Sofrteese third-parties are authorized to use dantd’ brands, subject to contractual
restrictions. Any activity by third-party publistseor vendors that clients view as potentially daimg¢p their brands can harm our relationship
with the client and cause the client to terminggeélationship with us, resulting in a loss ofeeue. In addition, we may also face liability for
any failure of our third-party publishers or venslts comply with regulatory requirements, as furttiescribed in the risk factor beginning,
“Our business is subject to many regulatory reeguémets, and current or future regulation could heweaterial adverse effect on our business,
results of operations and financial condition.”

The law is unsettled on the extent of liabilityttha advertiser in our position has for the adgsitof third-party publishers or vendors.
Recent Department of Education regulations imptréet Hability on our education clients for misnesentations made by their marketing
service providers. In addition, certain of our cants impose liability on us for the acts of ourdkparty publishers or vendors. We could be
subject to costly litigation and, if we are unswsfal in defending ourselves, we could incur darsdgethe unauthorized or unlawful acts of
third-party publishers or vendors.

We gather, transmit and store consumer personatigntifiable information and unauthorized access o accidental disclosure of this
information may cause us to incur significant expsas and may negatively affect our reputation andsmess.

We gather, transmit and store consumer persorgghytifiable information. This information may indel social security numbers, credit
scores, credit card information, and financial Aedlth information, some of which is held and mamglgy our third-party vendors. As a result,
we are subject to certain contractual terms, ifinlythird-party security reviews, as well as Fetestate and foreign laws and regulations
designed to protect personally identifiable infotima Despite our implementation of security measwand controls, our computer systems
may be susceptible to electronic or physical compbiteak-ins, viruses and other disruptions andriggdreaches. In the past, we have
experienced security incidents involving accessuouser databases. Although, to our knowledgeensitive financial or personal informat
has been compromised in the past, any future $gdéncidents could result in the compromise of sdaka and subject us to liability or resul
cancellation of client contracts. In addition, thereased use of mobile devices by our employe@sases the risk of unintentional disclosure
of personally identifiable information. Any percetvor actual unauthorized disclosure of persondéptifiable information, whether through
breach of our network by an unauthorized party, leyge theft, misuse, or error could harm our refiartiaimpair our ability to attract website
visitors and to attract and retain our clientsswinject us to claims or litigation arising from dages suffered by consumers, and thereby harm
our business and results of operations. In additi@ncould incur significant costs in complying lwthe multitude of state, Federal and foreign
laws regarding personally identifiable information.

If we fail to continually enhance and adapt our pdaoicts and services to keep pace with rapidly chaggiechnologies and industry
standards, we may not remain competitive and cdoksk clients or advertising inventory.

The online media and marketing industry is charasd by rapidly changing standards, changing teldgies, frequent new product and
service introductions, and changing user and ciemiands. The introduction of new technologiessardices embodying new technologies
and the emergence of new industry standards amtiges could render our existing technologies aises obsolete and unmarketable or
require unanticipated investments in technology.dsainually make enhancements and other modifinatto our proprietary technologies,
and these changes may contain design or perforntieets that are not readily apparent. If our gesgry technologies fail to achieve their
intended purpose or are less effective than tecigied used by our competitors, our business coailuaibmed.
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Our future success will depend in part on our gbit successfully adapt to these rapidly changinigne media formats and other
technologies. If we fail to adapt successfully,seald lose clients or advertising inventory.

Acquisitions and investments could complicate op@ras, or could result in dilution and other harmfuconsequences that may adversely
impact our business and results of operations.

Acquisitions have historically been an importamneént of our overall corporate strategy and usmpital. Any possible future
acquisitions could be material to our financial dition and results of operations. We may evaluateenter into discussions regarding a wide
array of potential strategic transactions. The pssmf integrating an acquired company, businetscbnology has created, and will continu
create, unforeseen operating difficulties and edfiares. The areas where we face risks include:

» diversion of management time and focus from opegatiur business to acquisition integration chaken
» failure to successfully further develop the acqiiibesiness or technolog
» implementation or remediation of controls, procesuand policies at the acquired comps

» integration of the acquired company’s accountingnan resource, and other administrative systentscaardination of product,
engineering and sales and marketing functi

» transition of operations, users and customers ountexisting platforms

» failure to obtain required approvals on a timelgibaif at all, from governmental authorities, onditions placed upon approval,
under competition and antitrust laws which couldpag other things, delay or prevent us from conipded transaction, or
otherwise restrict our ability to realize the exgelcfinancial or strategic goals of an acquisiti

* in the case of foreign acquisitions, the need tegrate operations across different cultures anguages and to address the
particular economic, currency, political and regoig risks associated with specific countri

» cultural challenges associated with integrating legges from the acquired company into our orgaiiraeind retention of
employees from the businesses we acq

» liability for activities of the acquired companyfbee the acquisition, including patent and traddniafringement claims, violations
of laws, commercial disputes, tax liabilities anbey known and unknown liabilities; a

» litigation or other claims in connection with theqaired company, including claims from terminatetbéoyees, customers, former
stockholders or other thi-parties.

Our failure to address these risks or other problentountered in connection with our past or fubaguisitions and investments could
cause us to fail to realize the anticipated bemefitsuch acquisitions or investments, incur urgdied liabilities and harm our business
generally.

Future acquisitions could also result in dilutigeuances of our equity securities, the incurreckelot, contingent liabilities, amortizati
expenses, impairment of goodwill or restructurihgrges, any of which could harm our financial ctindior results. Also, the anticipated
benefit of many of our acquisitions may not malexéa

We rely on certain advertising agencies for the phase of various advertising and marketing serviegsbehalf of their clients. Such
agencies may have or develop high-risk credit piedi which may result in credit risk to us.

A portion of our client business is sourced throadkertising agencies and, in many cases, we aintith these agencies and not
directly with the underlying client. Contractingttvithese agencies subjects us to
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greater credit risk than where we contract witerdié directly. In many cases, agencies are nofrestjto pay us unless and until they are paid
by the underlying client. In addition, many agescie thinly capitalized and have or may develghisk credit profiles. This credit risk m:
vary depending on the nature of an agency’s agtgdgdient base. If an agency became insolvenf,ar underlying client did not pay the
agency, we may be required to write off accoungireables as bad debt. Any such write-offs couldehawnaterially negative effect on our
results of operations for the periods in whichwhée-offs occur.

We have a significant amount of debt, which may itrour ability to fund general corporate requireménand obtain additional
financing, limit our flexibility in responding to lusiness opportunities and competitive developmemtd increase our vulnerability to
adverse economic and industry conditions.

As of June 30, 2014, we had debt with a princiddice of $77.5 million. As a result of obligaticassociated with our debt, we may noi
have sufficient liquidity:

» torespond to business opportunities, competiteaeetbpments and adverse economic conditi
» to fund all of our costs if our revenue declinegosts increase; at
» to repay the principal balance of our debt when

Our debt obligations may also impair our abilityotatain additional financing, if needed. Our indebtess is secured by substantially all
of our assets, leaving us with limited collatea &4dditional financing. Moreover, the terms of (debtedness restrict our ability to take
certain actions, including the incurrence of additil indebtedness, certain mergers and acquisitionsstments, asset sales, dividends, and
stock repurchases. In addition, even if we are ibtaise needed equity financing, we are requivagse a portion of the net proceeds of ce
types of equity financings to repay the outstandiatance of our term loan. A failure to pay intém@sindebtedness when due could result in
variety of adverse consequences, including theleat®n of our indebtedness. In such a situatfios,unlikely that we would be able to fulfill
our obligations under our credit facility or repg accelerated indebtedness or otherwise coverass.

Damage to our reputation could harm our businesmdncial condition and results of operations.

Our business is dependent on attracting a largébauof visitors to our and our third-party publistiavebsites and providing leads,
clicks, calls, and customers to our clients, widepends in part on our reputation within the induahd with our clients. Certain other
companies within our industry regularly engagedtivities that others may view as unlawful or inegyriate. These activities by third-parties,
such as spyware or deceptive promotions, may beaeeharacteristic of participants in our industng, therefore, may harm the reputation o
all participants in our industry, including us.

service, responsiveness and prices from our leezhpser clients. If our clients do not provide cetitpve levels of service to customers, our
reputation and therefore our ability to attractitiddal clients and customers could be harmed.

In addition, from time to time, we may be subjecirtvestigations, inquiries or litigation by var®tegulators, which may harm our
reputation regardless of the outcome of any sutibrad-or example, in 2012, we responded to a aiviéstigation conducted by the attorneys
general of a number of states into certain of oarketing and business practices resulting in usrimgf into an Assurance of Voluntary
Compliance agreement. Negative perceptions of osinkess may result in additional regulation, erdarent actions by the government and
increased litigation, any of which may affect ousimess and result in lower revenue.

We also believe that building brand awareness jntant to achieving increased demand for certbauo products and services.
Accordingly, we have dedicated, and expect to ometito dedicate, significant operating
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capital and resources to building brand awaremwesish may not be successful. Our failure to buildrial awareness may adversely affect our
ability to attract and retain clients in a costeeffve manner and as a result, our business, fimacandition and results of operations.

Any damage to our reputation, including from puitjidrom legal proceedings against us or compattiaswork within our industry,
governmental proceedings, consumer class actigation, or the disclosure of information secubtgaches or private information misuse,
could adversely affect our business, financial o and results of operations.

If we do not effectively manage any future growth ibwe are not able to scale our business quickiyough to meet our clients’ growing
needs, our operating performance will suffer and way lose clients.

We have historically experienced growth in our epiens and operating locations. This growth plaeed, any future growth will
continue to place, significant demands on our memamt and our operational and financial infrastrteetGrowth, if any, may make it more
difficult for us to accomplish the following:

» successfully scaling our technology to accommoddszger business and integrate acquisiti
* maintaining our standing with key vendors, includinternet search companies and t-party publishers
* maintaining our client service standards;

» developing and improving our operational, finaneiati management controls and maintaining adeqepteting systems and
procedures

Our future success depends in part on the effigierformance of our software and technology infredtire. As the numbers of websites
and Internet users increase, our technology infrestre may not be able to meet the increased dé&ntlmexpected constraints on our
technology infrastructure could lead to slower vilehiesponse times or system failures and adveseddgt the availability of websites and the
level of user responses received, which could tésihe loss of clients or revenue or harm to lusiness and results of operations.

In addition, our personnel, systems, procedures cantrols may be inadequate to support our fubperations if we return to growth.
The improvements required to manage growth mayiregs to make significant expenditures, exparaintand manage our employee base,
and reallocate valuable management resources. Wespead substantial amounts to purchase or ledaecdaters and equipment, upgrade ou
technology and network infrastructure to handlegased traffic on our owned and operated websitds@ll out new products and services.
This expansion could be expensive and complex anftigesult in inefficiencies or operational fagst If we do not implement this expansion
successfully, or if we experience inefficienciesl aperational failures during its implementatidre guality of our products and services and
our usersexperience could decline. This could damage ourtegjpn and cause us to lose current and potentibmers and clients. The cc
associated with these adjustments to our archiecitould harm our operating results. Accordindlyye fail to effectively manage future
growth, our operating performance will suffer, amel may lose clients, key vendors and key personnel.

Interruption or failure of our information technolayy and communications systems could impair our &pito effectively deliver our
services, which could cause us to lose clients &adm our results of operations.

Our delivery of marketing and media services depamdthe continuing operation of our technologyasfructure and systems. Any
damage to or failure of our systems could resuithi@rruptions in our ability to deliver offeringgiickly and accurately or process visitors’
responses emanating from our various web preseimtesuptions in our service could reduce our rexeand profits, and our reputation coulc
be damaged if people believe our systems are abteliOur systems and operations are vulneraldarntage or
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interruption from earthquakes, terrorist attacksds, fires, power loss, break-ins, hardware @msoe failures, telecommunications failures,
computer viruses or other attempts to harm ouesystand similar events. If we or third-party dzgaters that we utilize were to experience a
major power outage, we would have to rely on baekienerators. These back-up generators may naatepeoperly through a major power
outage and their fuel supply could also be inadegdaring a major power outage or disruptive evEuatthermore, we do not currently have
backup generators at our Foster City, Californiadggiarters. Information systems such as ours malsbepted by even brief power outages,
or by the fluctuations in power resulting from sshiés to and from back-up generators. This could gse to obligations to certain of our
clients which could have an adverse effect on eswlts of operations for the period of time in whamny disruption of utility services to us
occurs.

Our primary data center is at a third-party co-tmsacenter in San Francisco, California. All oétéritical components of the system are
redundant and we have a backup data center in kgad/ Nevada. We have implemented these backwgnsysind redundancies to minimize
the risk associated with earthquakes, fire, powass,ltelecommunications failure, and other evesysibd our control; however, these backup
systems may fail or may not be adequate to prdesaés.

Any unscheduled interruption in our service wowddult in an immediate loss of revenue. If we exgreré frequent or persistent system
failures, the attractiveness of our technologies services to clients and thigirty publishers could be permanently harmed. Téygssve hav
taken to increase the reliability and redundancgwfsystems are expensive, reduce our operatimgimand may not be successful in redu
the frequency or duration of unscheduled interonsi

We rely on call centers, Internet and data centeopiders, and other third-parties for key aspecfstioe process of providing services to
our clients, and any failure or interruption in theervices and products provided by these third-arcould harm our business.

We rely on internal and third-party call centersvedl as third-party vendors, including data cemted Internet providers.
Notwithstanding disaster recovery and businessmaity plans and precautions instituted to protaat clients and us from events that ca
interrupt delivery of services, there is no guagarthat such interruptions would not result in@gmged interruption in our ability to provide
services to our clients. Any temporary or permaigetruption in the services provided by our calhters or third-party providers could
significantly harm our business.

In addition, any financial or other difficulties iothird-party providers face may have negative@f@n our business, the nature and
extent of which we cannot predict. We exerciséelitbntrol over our thirgharty vendors, which increases our vulnerabilitptoblems with th
services they provide. We license technology atated databases from third-parties to facilitatalpsis and storage of data and delivery of
offerings. We have experienced interruptions ardydein service and availability for data centéandwidth and other technologies in the |
Any errors, failures, interruptions or delays exgeced in connection with these thipdsty technologies and services could adversegcatiui
business and could expose us to liabilities tatparties.

Our business depends on continued and unimpedecdkasdo the Internet by us and our users. Internetass providers may be able to
block, degrade, or charge for access to certairoaf products and services, which could lead to atdial expenses and the loss of
customers and clients.

Our products and services depend on the abiliuofusers to access the Internet. Currently, ttiess is provided by companies that
have significant market power in the broadbandlatetnet access marketplace, including incumbdapt®ne companies, cable companies,
mobile communications companies, and governmentedveervice providers. Some of these providers talen, or have stated that they may
take measures, including legal actions, that cdelgtade, disrupt, or increase the cost of usersadoeour advertisements or our third-party
publishers’ advertisements by restricting or prahilg the use of infrastructure

22



Table of Contents
Index to Financial Statements

to support or facilitate our offerings, or by chiagyincreased fees to us or our users to providefierings. Such interference could result in a
loss of existing customers and clients, and in@eéa&®sts, and could impair our ability to attraetvrcustomers and clients, thereby harming
revenue and growth.

We may need additional capital in the future to meir financial obligations and to pursue our buséss objectives. Additional capital
may not be available or may not be available ondeable terms and our business and financial conditi could therefore be adversely
affected.

While we anticipate that our existing cash and @xghivalents, together with availability under euedit facility and cash from
operations, will be sufficient to fund our operasdor at least the next 12 months, we may needise additional capital to fund operations in
the future or to finance acquisitions. If we seekdise additional capital in order to meet variobgctives, including developing future
technologies and services, increasing working agmtquiring businesses, and responding to cotiyeefiressures, capital may not be
available on favorable terms or may not be avadlablall. In addition, pursuant to the terms of cnedit facility, we are required to use a
portion of the net proceeds of certain equity fitiags to repay the outstanding balance of our tean. Lack of sufficient capital resources
could significantly limit our ability to take advtage of business and strategic opportunities. Atdjtenal capital raised through the sale of
equity or debt securities with an equity comporveotild dilute our stock ownership. If adequate ddddl funds are not available, we may be
required to delay, reduce the scope of, or elineimaaterial parts of our business strategy, inclygiotential additional acquisitions or
development of new technologies.

Our quarterly revenue and results of operations miyctuate significantly from quarter to quarter deito seasonal fluctuations in
advertising spending.

In addition to other factors that cause our resafligperations to fluctuate, results are also suthifesignificant seasonal fluctuation. In
particular, our quarters ending December 31 (ocorsé fiscal quarter) are typically characterizedsbgsonal weakness. In our second fiscal
quarters, there is generally lower availabilityedd supply from some forms of media during theédagl period on a cost effective basis and
some of our clients have lower budgets. In our gugsrending March 31 (our third fiscal quarter)s tinend generally reverses with better lead
availability and often new budgets at the beginm@hthe year for our clients with fiscal years ergiDecember 31.

If the market for online marketing services fail® tcontinue to develop, our success may be limigat our revenue may decrease.

The online marketing services market is relativedyv and rapidly evolving, and it uses different swaments from traditional media to
gauge its effectiveness. Some of our current cemial clients have little or no experience using Internet for advertising and marketing
purposes and have allocated only limited portidith@ir advertising and marketing budgets to thermet. The adoption of online marketing,
particularly by those companies that have histdyicalied upon traditional media for advertisimgquires the acceptance of a new way of
conducting business, exchanging information anduetiag new advertising and marketing technologied services.

In particular, we are dependent on our clients’pdiddm of new metrics to measure the success ofiemfiarketing campaigns. Certain of
our metrics are subject to inherent challengeseasurement, and real or perceived inaccuraciascimmetrics may harm our reputation and
negatively affect our business. We present keyinsesuch as cost-per-click, cost-per-lead and pesiacquisition some of which are
calculated using internal data. We periodicallyieevand refine our some of our methodologies fonitasing, gathering, and calculating these
metrics. Based on this process, from time to tireeupdate our methodologies. While our metrics ased on what we believe to be reasor
measurements and methodologies, there are inhehvalénges in deriving our metrics. In additionr ager metrics may differ from estimates
published by third-parties or from similar metrafsour competitors due to differences in methodpldfjadvertisers or publishers
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do not perceive our metrics to be accurate, oeifdiscover material inaccuracies in our metricspitld negatively affect our business model
and current or potential clients’ willingness tacoptiour metrics.

We may also experience resistance from traditiadakrtising agencies who may be advising our diéie cannot assure you that the
market for online marketing services will contirteegrow. If the market for online marketing senadails to continue to develop or develops
more slowly than we anticipate, the success oboginess may be limited, and our revenue may deerea

If we do not adequately protect our intellectualqperty rights, our competitive position and busisaesay suffer.

Our ability to compete effectively depends upon puaprietary systems and technology. We rely oemtatrade secret, trademark and
copyright law, confidentiality agreements, and tgchl measures to protect our proprietary rights. &dter into confidentiality agreements v
our employees, consultants, independent contra@dussors, client vendors, and publishers. Thgseeaments may not effectively prevent
unauthorized disclosure of confidential informatmrunauthorized parties from copying aspects ofsewvices or obtaining and using our
proprietary information. Further, these agreemeardg not provide an adequate remedy in the evembafithorized disclosures or uses, and w
cannot assure you that our rights under such agnetsmwill be enforceable. Effective patent, traéerst, copyright, and trademark protection
may not be available in all countries where we ently operate or in which we may operate in tharit Some of our systems and technola
are not covered by any copyright, patent or paapptication. We cannot guarantee that: (i) ourli@ttual property rights will provide
competitive advantages to us; (ii) our ability 8sert our intellectual property rights against ptiéé competitors or to settle current or future
disputes will be effective; (iii) our intellectupfoperty rights will be enforced in jurisdictiond@re competition may be intense or where legal
protection may be weak; (iv) any of the patentléraark, copyright, trade secret or other intellakcproperty rights that we presently emplo
our business will not lapse or be invalidated,wingented, challenged, or abandoned; (v) competitidrsot design around our protected
systems and technology; or (vi) that we will natddhe ability to assert our intellectual propeigits against others.

We have from time to time become aware of thirdipawho we believe may have infringed our intellet property rights. Such
infringement or infringement of which we are not gevare could reduce our competitive advantagesansge us to lose clients, third-party
publishers or could otherwise harm our busineskciRg unauthorized use of our proprietary righés de difficult and costly. Litigation, while
it may be necessary to enforce or protect ourlatlal property rights, could result in substdrt@sts and diversion of resources and
management attention and could adversely affecbosiness, even if we are successful on the mariteddition, others may independently
discover trade secrets and proprietary informa@ma, in such cases we could not assert any tradetsghts against such parties.

Third-parties may sue us for intellectual properiyfringement, which, even if unsuccessful, couldqeire us to expend significant costs
to defend or settle.

We cannot be certain that our internally developedcquired systems and technologies do not adaatiinfringe the intellectual
property rights of others. In addition, we licemsamtent, software and other intellectual propeigirts from third-parties and may be subject to
claims of infringement if such parties do not passthe necessary intellectual property rights égptoducts they license to us.

In addition, we have in the past, and may in thar® be subject to legal proceedings and claims\ie have infringed the patents or
other intellectual property rights of third-parti@hese claims sometimes involve patent holdingpanmes or other adverse patent owners whe
have no relevant product revenue and against whormwen intellectual property rights, if any, magthfore provide little or no deterrence.
example, in December 2012, Internet Patents Cotiparé!IPC”) filed a patent infringement lawsuit @igst us in the Northern District of
California alleging that some of our websites imfjié a patent held by IPC. IPC is a non-practicimifyethat relies
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on asserting its patents as its primary sourcearrue. In addition, third-parties have assertednaay in the future assert intellectual property
infringement claims against our clients, and weehagreed in certain circumstances to indemnifydafdnd against such claims. Any
intellectual propertyrelated infringement claims, whether or not meiitos and regardless of the outcome of the litigatauld result in cost
litigation and could divert management resourcesatention. Should we be found liable for infringent, we may be required to enter into
licensing agreements, if available on acceptaltader at all, pay substantial damages, or limitwotail our systems and technologies.
Moreover, we may need to redesign some of our systnd technologies to avoid future infringemeatility. Any of the foregoing could
prevent us from competing effectively and increaisecosts.

Additionally, the laws relating to use of tradensda the Internet are unsettled, particularly ay #pply to search engine functionality.
For example, other Internet marketing and searafpamies have been sued for trademark infringenmahbther intellectual property-related
claims for displaying ads or search results in ®esp to user queries that include trademarked térhesoutcomes of these lawsuits have
differed from jurisdiction to jurisdiction. We mde subject to trademark infringement, unfair corntioet, misappropriation or other
intellectual property-related claims which coulddwestly to defend and result in substantial damagesgherwise limit or curtail our activities,
and therefore adversely affect our business ompeads.

Limitations on our ability to collect and use datierived from user activities, as well as new teclogies that block our ability to deliver
Internet-based advertising, could significantly dinish the value of our services and have an advee§iect on our ability to generate
revenue.

When a user visits our websites, we use techndpgieluding “cookies,” to collect information sueh the user’s IP address and the
user’s past responses to our offerings. We aceebaralyze this information in order to determine éffectiveness of a marketing campaign
and to determine how to modify the campaign. Theafcookies is the subject of litigation, regutgtecrutiny and industry self-regulatory
activities, including the discussion of “do-noteké technologies and guidelines.

Additionally, users are able to block or deletekies from their browser. Periodically, certain oir @lients and publishers seek to
prohibit or limit our collection or use of data dexd from the use of cookies. Technologies, tostdtware and applications (including new and
enhanced web browsers) have been developed atikedyeo continue to be developed that can blockltow users to opt out of display,
search, and Internet-based advertising and corttelgte or block the cookies used to deliver subkedising, or shift the location in which
advertising appears on pages so that our advesrisisndo not show up in the most monetizable planesur pages or are obscured. As a re
the adoption of such technologies, tools, softwang, applications could reduce the number of djsptal search advertisements that we are
able to deliver and/or our ability to deliver Imet-based advertising and this, in turn, could cedaur results of operations.

Interruptions, failures or defects in our dataedtilon systems, as well as privacy concerns reggitie collection of user data, could &
limit our ability to analyze data from our clientsarketing campaigns. This risk is heightened wihierdeliver marketing services to clients in
the financial services client vertical. If our assdo data is limited in the future, we may be Umab provide effective technologies and serv
to clients and we may lose clients and revenue.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate finargl statements on a timely basis or
effectively prevent fraud could be impaired, whiglould adversely affect our ability to operate oundiness.

In order to comply with the Sarban@sdey Act of 2002, our management is responsibleeftablishing and maintaining adequate inte
control over financial reporting to provide reasoleeassurance regarding the reliability of our ficial reporting and the preparation of
financial statements for external purposes in atmuce with U.S. generally accepted accounting jpies. We may in the future discover ar
of our
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internal financial and accounting controls and prhaes that need improvement. Our internal coatvet financial reporting will not prevent
or detect all error and all fraud. A control systera matter how well designed and operated, caviggmnly reasonable, not absolute,
assurance that the control system’s objectiveshailinet. All control systems have inherent limitasi, and, accordingly, no evaluation of
controls can provide absolute assurance that ressents due to error or fraud will not occur orttldcontrol issues and instances of fraud
will be detected. If we are unable to maintain @rognd effective internal controls, we may not bke @& produce accurate financial statement
on a timely basis, which could adversely affect abitity to operate our business and could resutegulatory action.

As a creator and a distributor of Internet contentie face potential liability and expenses for legddims based on the nature and conte
of the materials that we create or distribute. levare required to pay damages or expenses in cotioeavith these legal claims, our
results of operations and business may be harmed.

We display original content and third-party contentour websites and in our marketing messages. rasult, we face potential liability
based on a variety of theories, including defanmati®gligence, deceptive advertising (including &épent of Education regulations regarc
misrepresentation in education marketing), copyragttrademark infringement. We are also exposetiskothat content provided by third-
parties is inaccurate or misleading, and for mat@sted to our websites by users and other ffarties. These claims, whether brought in the
United States or abroad, could divert managemerd &ind attention away from our business and ressignificant costs to investigate and
defend, regardless of the merit of these claimadudition, if we become subject to these typedaifits and are not successful in our defense,
we may be forced to pay substantial damages.

We face additional risks in conducting businessiimernational markets.

We have entered into certain international mar&atsmay enter into additional international markethe future. We have limited
experience in marketing, selling and supportingsmrvices outside of the United States, and we moape successful in introducing or
marketing our services abroad. There are riskschatlenges inherent in conducting business in faiional markets, such as:

« adapting our technologies and services to foreligmts’ preferences and custon

» successfully navigating foreign laws and regulatjancluding marketing, privacy regulations, empt@nt and labor regulation
« changes in foreign political and economic condii

« tariffs and other trade barriers, fluctuationsimrency exchange rates and potentially adversedagequence:

» language barriers or cultural differenc

» reduced or limited protection for intellectual pesty rights in foreign jurisdictions

» difficulties and costs in staffing, managing or seeing foreign operation

» education of potential clients who may not be faanilvith online marketing

» challenges in collecting accounts receivables;

» successfully interpreting and complying with th&SUFForeign Corrupt Practices Act and similar woilttivanti-bribery laws,
particularly when operating in countries with vamyidegrees of governmental corrupti

If we are unable to successfully expand and markeservices abroad, our business and future growathbe harmed, and we may incur
costs that may not lead to future revenue.
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We recognized an impairment in the carrying valuegoodwill. Additional such charges in the futureoald negatively affect our results
of operations and financial condition.

We continue to have a substantial amount of god@dnd purchased intangible assets on our balarest sls a result of historical
acquisitions. The carrying value of goodwill repets the fair value of an acquired business inexogéidentifiable assets and liabilities as of
the acquisition date. The carrying value of intbleyassets with identifiable useful lives represehe fair value of relationships, content,
domain names, acquired technology, among otherd, the acquisition date, and are amortized basetti@ir economic lives. Goodwill
expected to contribute indefinitely to our caswias not amortized, but must be evaluated for impent at least annually. If the carrying
value exceeds current fair value as determineddbaisehe discounted future cash flows of the rel&esiness, the goodwill or intangible asse
is considered impaired and is reduced to fair valae non-cash charge to earnings. Events andtemmsithat could result in impairment
include adverse changes in the regulatory environaereduced market capitalization or other facteading to reduction in expected long-
term growth or profitability.

Goodwill impairment analysis and measurement isoagss that requires significant judgment. Ourlsfmice and any estimated control
premium are factors affecting the assessment diihgalue of our underlying reporting units farrposes of performing any goodwiill
impairment assessment. For example, our public edadpitalization sustained a decline after DeceBhe2012 and June 30, 2014 to a value
below the net book carrying value of our equitiggering the need for a goodwill impairment anaysgis a result of our goodwill impairment
analysis, we recorded a goodwill impairment changose periods.

It is possible that another material change coutmipin the future. We will continue to conduct iamment analyses of our goodwill on
an annual basis, unless indicators of possibleimmast arise that would cause a triggering evemd,\@e would be required to take additional
impairment charges in the future if any recovergbdssessments reflect estimated fair valuesateatess than our recorded values. Further
impairment charges with respect to our goodwilllddwave a material adverse effect on our resultgefations and financial condition.

We could lose clients if we fail to detect clickrttugh or other fraud on advertisements in a manniat is acceptable to our clients.

We are exposed to the risk of fraudulent clickaatfons on our websites or our third-party publishevebsites, which could lead our
clients to become dissatisfied with our campaignsl, in turn, lead to loss of clients and relateeéneie. Click-through fraud occurs when an
individual clicks on an ad displayed on a webgitean automated system is used to create sucltsciigth the intent of generating the revenue
share payment to the publisher rather than viewhrginderlying content. Action fraud occurs whetirenlead forms are completed with false
or fictitious information in an effort to increaaepublisher's compensable actions. From time te tive have experienced fraudulent clicks or
actions. We do not charge our clients for fraudutdicks or actions when they are detected, ant siacidulent activities could negatively
affect our profitability or harm our reputation.fthudulent clicks or actions are not detected attiected clients may experience a reduced
return on their investment in our marketing progsamhich could lead the clients to become dissatiskith our campaigns, and in turn, lead
to loss of clients and related revenue. Additionalle have, from time to time, had to, and in thieife may have to, terminate relationships
with publishers who we believed to have engagéddaimd. Termination of such relationships entailess of revenue associated with the
legitimate actions or clicks generated by suchigtbls.

As a public company, we are subject to complianuigiatives that will require substantial time frorour management and result in
significantly increased costs that may adverselfeaf our operating results and financial condition.

The Securities Exchange Act of 1934, Sarbanes-Oxéyf 2002, the Dodd-Frank Wall Street Reform &@whsumer Protection Act of
2010, and other rules implemented by the SEC an8D#Q, impose various
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requirements on public companies, including reggighanges in corporate governance practices. Tmebproposed corporate governance
laws and regulations under consideration may fuiti@ease our compliance costs. If compliance widse various legal and regulatory
requirements diverts our management’s attentiom fother business concerns, it could have a matstiadrse effect on our business, financia
condition and results of operations. We also exfietdtthese laws and regulations may make it miffieudt and more expensive for us to
obtain director and officer liability insurance,dawe may be required to accept reduced policy $imitd coverage or incur substantially higher
costs to obtain the same or similar coverage tised to be available. As a result, it may be mdifecdit for us to attract and retain qualified
individuals to serve on our board of directorscommittees of our board of directors, or as exgeutificers.

Risks Related to the Ownership of Our Common Stock
Our stock price has been volatile, and you may hetable to resell shares of our common stock atbove the price you paid.

The trading price of our common stock has beenti¥®lsince our initial public offering and may comte to be subject to wide
fluctuations in response to various factors, somghich are beyond our control. These factors idelthose discussed in this “Risk Factors”
section of this periodic report and others such as:

e our ability to return to growth and to manage amgtsgrowth effectively

e changes in earnings estimates or recommendatioasdwyities analyst:

e announcements about our revenue, earnings or fitlaeicial results that are not in line with analgspectations
» our ability to find, develop or retain high qualigrgeted media on a cost effective be

» relatively low trading volume in our stock, whicteates inherent volatility regardless of factotatesl to our business performance
or prospects

» the sale of, or indication of the intent to selibstantial amounts of our common stock by our damsc officers or substantial
shareholders

* announcements by us or our competitors of new aesysignificant contracts, commercial relationshgzquisitions or capital
commitments

* our commencement of, or involvement in, litigatiamgd
* negative publicity about us, our industry, our migeor our clienf’ industries.

In recent years, the stock market in general, hadrarket for technology and Internet-based conggaini particular, has experienced
extreme price and volume fluctuations that haverofieen unrelated or disproportionate to the ojperaerformance of those companies.
Broad market and industry factors may seriouslgafthe market price of our common stock, regasdidour actual operating performance
addition, in the past, following periods of volailin the overall market and the market price giaaticular company’s securities, securities
class action litigation has often been institutgdiast these companies. Such litigation, if ingtitiagainst us, could result in substantial costs
and a diversion of our management’s attention asdurces.

If securities or industry analysts do not publislkesearch or reports about our business, or if thegue an adverse opinion regarding our
stock, our stock price and trading volume could tire.

The trading market for our common stock is influeth@y the research and reports that industry arrgiexs analysts publish about us,
business or the industries or businesses of oemtsli If any of the analysts issue an adverse apirggarding our stock or if our actual results
do not meet analyst estimates, our
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stock price would likely decline. If one or moretbése analysts ceases coverage of our compaayotd publish reports on us regularly, we
could lose visibility in the financial markets, whiin turn could cause our stock price or tradinfyume to decline.

Our directors and executive officers and their resgive affiliates have substantial influence oves and could delay or prevent a change
in corporate control.

As of June 30, 2014, our directors and executifieass, together with their affiliates, beneficiabwned approximately 25% of our
outstanding common stock. As a result, these stidkls, acting together, have substantial influenes the outcome of matters submitted to
our stockholders for approval, including the electof directors and any merger, consolidation & efall or substantially all of our assets. In
addition, these stockholders, acting together, Isgy@ficant influence over the management andraffaf our company. Accordingly, this
concentration of ownership may have the effect of:

delaying, deferring or preventing a change in coaf@control;
impeding a merger, consolidation, takeover or otheiness combination involving us;
discouraging a potential acquirer from making al&roffer or otherwise attempting to obtain contus.

Provisions in our charter documents under Delawdsesv and in contractual obligations could discouragetakeover that stockholders
may consider favorable and may lead to entrenchmehtmanagement.

Our amended and restated certificate of incorpamadind bylaws contain provisions that could haeegtfiect of delaying or preventing
changes in control or changes in our managemehbuitithe consent of our board of directors. Thesgigions include:

a classified board of directors with threear staggered terms, which may delay the abifistackholders to change the member
of a majority of our board of director

no cumulative voting in the election of directasdich limits the ability of minority stockholders £lect director candidate

the exclusive right of our board of directors teatla director to fill a vacancy created by theamgion of the board of directors or
the resignation, death or removal of a directoriclviprevents stockholders from being able to fitancies on our board of
directors;

the ability of our board of directors to issue ssanf preferred stock and to determine the prickadiner terms of those shares,
including preferences and voting rights, withowatc&holder approval, which could be used to sigaifity dilute the ownership of a
hostile acquirer

a prohibition on stockholder action by written cent which forces stockholder action to be takesmaannual or special meeting of
our stockholders

the requirement that a special meeting of stocldrslchay be called only by the chairman of the bo&rirectors, the chief
executive officer or the board of directors, whinhy delay the ability of our stockholders to focomsideration of a proposal or to
take action, including the removal of directorsgl.

advance notice procedures that stockholders muasplyowith in order to nominate candidates to ouarloof directors or to propa
matters to be acted upon at a stockholders’ meetihigh may discourage or deter a potential acqdifoon conducting a
solicitation of proxies to elect the acqu’s own slate of directors or otherwise attemptinglitain control of us

We are also subject to certain anti-takeover piongsunder Delaware law. Under Delaware law, a@@fion may not, in general,
engage in a business combination with any holdé5é6 or more of its capital stock unless the holdes held the stock for three years or,
among other things, the board of directors hasemul the transaction.
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We do not currently intend to pay dividends on aaommon stock and, consequently, your ability to @le a return on your investment
will depend on appreciation in the price of our canon stock.

We have not declared or paid dividends on our comsgtock and we do not intend to do so in the neran.tWe currently intend to invest
our future earnings, if any, to fund our growth.ditbnally, the terms of our credit facility restriour ability to pay dividends. Therefore, you
are not likely to receive any dividends on your coom stock in the near term.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Our principal executive offices are located inasked facility in Foster City, California, consigfiof approximately 63,998 square feet of
office space under a lease that expires in Octdd&8 with the option to extend the lease term lptlzar two years. This facility accommode
our principal engineering, sales, marketing, openat finance and administrative activities. Wedésase additional facilities to accommodate
sales, marketing, and operations throughout théedr$tates. Outside of the United States, we absel facilities to accommodate engineering
sales, marketing, and operations in Brazil anddndi

We may add new facilities and expand our existawilities as we add employees and expand our ngr&etl we believe that suitable
additional or substitute space will be availablmesded to accommodate any such expansion of euatimns.

Item 3. Legal Proceedings

In December 2012, Internet Patents CorporationG”)Riled a patent infringement lawsuit againstimshe United States District Court
for the Northern District of California, allegingdt we had infringed a patent held by IPC. In Saptr 2013, the court dismissed a related
because it found that the patent is invalid, anthersame date, the court issued IPC an Orderdw &lause that the lawsuit against us should
not be dismissed. In October 2013, IPC filed a@asp to the order and the court subsequently digmlithe case against us. In January 2014,
IPC filed its appeal in the United States CourAppeals for the Federal Circuit. While we deny IB€laims and believe that the probability of
any loss is remote, there can be no assurancevéhaill prevail in this matter and any adversenglor settlement may have a significant
impact on our business and operating results. diitiad, regardless of the outcome of the matterywes incur significant legal fees defending
the action until it is resolved.

From time to time, we may become involved in otlegal proceedings and claims arising in the ordiaurse of our business.
Item 4. Mine Safety Disclosures
Not Applicable.
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Skdwlder Matters and Issuer Purchases of Equity Seities

Our common stock has been traded on the NASDAQdbI8blect Market under the symbol “QNST” since mitial public offering on
February 11, 2010. Prior to this time, there wagulolic market for our common stock. The followitadple shows the high and low sale prices
per share of our common stock as reported on th8IXQ Global Select Market for the periods indicated

Fiscal Year Ended June 30, 201 High Low
First quarter ended September 30, 2012 $10.1¢ $8.0¢
Second quarter ended December 31, - $ 8.81 $5.6¢€
Third quarter ended March 31, 20 $ 7.02 $5.41
Fourth quarter ended June 30, 2| $ 8.7¢ $5.7¢€

Fiscal Year Ended June 30, 201 High Low
First quarter ended September 30, 2013 $ 9.71 $8.4C
Second quarter ended December 31, - $ 9.62 $8.0C
Third quarter ended March 31, 20 $ 9.0¢ $6.02
Fourth quarter ended June 30, 2| $ 6.72 $5.1C

On September 5, 2014, the closing price as reportetie NASDAQ Global Select Market of our commutock was $4.66 per share and
we had approximately 104 stockholders of recordusfcommon stock.

We have never declared or paid, and do not antiigeclaring or paying, any dividends on our commsimck. Any future determination
as to the declaration and payment of dividendsnyf, will be at the discretion of our board of diars and will depend on then existing
conditions, including our financial condition, op&ng results, contractual restrictions, capitguieements, business prospects and other fe
our board of directors may deem relevant. Our trfedility also restricts our ability to pay dividds.

For equity compensation plan information refertear 12 in Part Ill of this Annual Report on FormK0

31



Table of Contents
Index to Financial Statements

Performance Graph

The following performance graph shall not be deefseticiting material” or to be “filed” with the Smirities and Exchange Commission
for purposes of Section 18 of the Securities Exgbafact of 1934, as amended, or the Exchange Adithmrwise subject to the liabilities unc
that Section, and shall not be deemed to be incatpd by reference into any filing of QuinStreet.lunder the Securities Act of 1933, as
amended, or the Exchange Act.

The following performance graph shows a comparfsom February 11, 2010 (the date our common stockreenced trading on the
NASDAQ Global Select Market) through June 30, 206f.dumulative total return for our common stocle HASDAQ Composite Index ar
the RDG Internet Composite Index. Such returnsdased on historical results and are not intendetiggest future performance. Data for the
NASDAQ Composite Index and the RDG Internet Comigolsidex assume reinvestment of divider

COMPARISON OF 52 MONTH CUMULATIVE TOTAL RETURN*
Amang QuinStreat, Inc., tha NASDAQ Composite Index, and the RDG Internst Composite
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*$100 invested on 2711710 im stock or 1731710 in index, induding reinvestment of dividends
Fiscal year ending Junse 30.

Recent Sales of Unregistered Securities
There were no unregistered sales of our equityridesuduring the fiscal year ended June 30, 2014.
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Item 6. Selected Consolidated Financial Data

The following selected consolidated financial dgttauld be read together with “Management’s Disausand Analysis of Financial
Condition and Results of Operatioraid with the consolidated financial statementsagwbmpanying notes appearing elsewhere in thigtie
The selected consolidated financial data in thiti@e is not intended to replace our consolidatedrfcial statements and the accompanying
notes. The results of acquired businesses haveibeeded in our consolidated financial statemeimse their respective dates of acquisition.
Our historical results are not necessarily indieatf our future results and any interim resultsraot necessarily indicative of the results for a
full fiscal year.

We derived the consolidated statements of opermatiata for the fiscal years ended June 30, 20143,20hd 2012 and the consolidated
balance sheets data as of June 30, 2014 and 20h3fir audited consolidated financial statemengpeapng elsewhere in this report. The
consolidated statements of operations data fofishal year ended June 30, 2011 and 2010 and tisolidated balance sheets data as of
June 30, 2012, 2011 and 2010 are derived from wditexd consolidated financial statements, whichnateincluded in this report.

Fiscal Year Ended June 30
2014 2013 2012 2011 2010
(In thousands, except per share date

Consolidated Statements of Operations Date

Net revenue $282,54¢ $305,10. $370,46¢ $403,02. $334,83!
Cost of revenu® 241,90° 251,59: 283,46t 291,99: 240,73
Gross profit 40,64: 53,51( 87,00: 111,03( 94,10t
Operating expense®
Product developmel 19,54¢ 19,04¢ 21,05: 24,16: 19,72¢
Sales and marketir 16,38¢ 14,70¢ 14,07 17,38 16,69¢
General and administrati 17,04¢ 16,22¢ 23,37t 20,39¢ 18,46¢
Impairment of goodwil 95,64 92,35( — — —
Total operating expens 148,62( 142,32¢ 58,50( 61,941 54,88¢
Operating (loss) incom (107,979 (88,819 28,50z 49,08¢ 39,215
Interest incomt 11F 11F 134 16¢ 97
Interest expens (3,825 (5,200 (4,467) (4,217 (3,979
Other income (expense), r 1,49: (69) (42) 56 1,52%
Interest and other expense, (2,217) (5,159 (4,370 (3,989 (2,357%)
(Loss) income before income tay (110,199 (93,977 24,13: 45,10! 36,86(
(Provision for) benefit from taxe (36,209 26,60 (11,13) (17,887 (16,276)
Net (loss) incomi $(146,409 $(67,37) $ 13,00 $ 27,21 $ 20,58¢
Less: 8% no-cumulative dividends on convertible preferred st $ — $ — $ — $ — $ (2,019
Less: Undistributed earnings allocated to conviriiveferred stoc ~ $ — $ — $ — $ — $ (5,789
Net (loss) income attributable to common stockhd— Basic $(146,409 $(67,37) $ 13,000 $ 27,214 $ 12,78
Undistributed earnings -allocated to common stor $ — $ — $ — $ — $  41c¢
Net (loss) income attributable to common stockhs— Diluted $(146,409 $(67,37) $ 13,000 $ 27,21« $ 13,20:
Net (loss) income per share attributable to comstookholders@
Basic $ (336 $ (157 $ 026 $ 055 $ 0.5C
Diluted $ (336 $ (159 $ 026 $ OBt $ 0.4¢

Weighted average shares used in computing nej (lkssme per share
attributable to common stockholde
Basic 43,52¢ 42,81¢ 45,84¢ 46,22: 25,61¢
Diluted 43,52¢ 42,81¢ 46,85¢ 49,13( 28,42¢
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(@) Cost of revenue and operating expenses includé-based compensation expense as follc

Cost of revenu $2,767 $3,93( $4,29¢ $4,50¢ $3,111
Product developmel 2,42¢ 2,76t 2,57( 2,70 2,17¢
Sales and marketir 2,937 3,26¢ 3,09¢ 3,747 3,46:
General and administrati 2,29¢ 2,057 3,037 2,997 4,621

(@ see Note 3, Net (Loss) Income per Share, to onsalidated financial statements for an explanaticthe method used to calculate basic and diln&dloss) income per share of
common stock

June 30,
2014 2013 2012 2011 2010
(In thousands)

Consolidated Balance Sheets Dat:

Cash and cash equivalel $ 84,17: $ 90,11: $ 68,53 $132,29( $155,77(
Working capital 110,41: 111,04( 103,22: 162,36: 155,16
Total asset 276,84 429,54 507,16( 524,92. 434,63(
Total liabilities 131,69: 150,65: 168,80: 169,53! 144,60t
Total debt 77,26 92,67. 107,59¢ 106,04¢ 93,60¢
Total stockholder equity 145,15: 278,89! 338,35’ 355,38t 290,02:

Fiscal Year Ended June 30
2014 2013 2012 2011 2010
(In thousands)

Consolidated Statements of Cash Flows Dat:

Net cash provided by operating activit $ 18,37: $ 50,66¢ $ 46,37t $ 78,17: $ 38,50¢
Depreciation and amortizatic 26,09 32,32t 31,15( 27,27: 18,79:
Capital expenditure 5,45¢ 1,341 2,26¢ 5,36: 2,71(

Fiscal Year Ended June 30
2014 2013 2012 2011 2010
(In thousands)

Other Financial Data:

Adjusted EBITDA®W $ 24,18¢ $ 47,87: $ 72,64¢ $ 90,31: $ 71,37¢

@ We define adjusted EBITDA as net (loss) income kessefit from (provision for) taxes, depreciatiopense, amortization expense,
stock-based compensation expense, interest andintoene (expense), net, impairment of goodwill atiter extraordinary or non-
recurring expenses. Please see the “adjusted EBIEB&ion within “Management’s Discussion and Arsadyof Financial Condition and
Results of Operatioi” for more information

The following table presents a reconciliation ofusted EBITDA to net (loss) income calculated ic@clance with U.S. generally accepted
accounting principles (GAAP), the most comparabdeAB measure, for each of the periods indicated:

Fiscal Year Ended June 30

2014 2013 2012 2011 2010
(In thousands)

Net (loss) incom $(146,409)  $(67,377) $13,00: $27,21¢ $20,58¢
Interest and other expense, 2,217 5,15¢ 4,37( 3,98¢ 2,357
Provision for (benefit from) taxe 36,20¢ (26,607 11,13: 17,881 16,27¢
Depreciation and amortizatic 26,09" 32,32¢ 31,15( 27,27 18,79:
Stocl-based compensation expel 10,42¢ 12,01¢ 12,99¢ 13,95( 13,37:
Impairment of goodwil 95,64 92,35( — — —

Adjusted EBITDA $ 24,18¢ $ 47,87 $72,64¢ $90,31: $71,37¢
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Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

You should read the following discussion of ouafficial condition and results of operations in camjtion with the consolidated financ
statements and the notes thereto included elsevihdinés report. The following discussion contafosvard-looking statements that reflect our
plans, estimates and beliefs. Our actual resultdatdiffer materially from those discussed in tbesard-looking statements. Factors that
could cause or contribute to these differencesuielthose discussed below and elsewhere in thistrggarticularly in the sections titled
“Special Note Regarding Forward-Looking Statemerded “Risk Factors”.

Management Overview

QuinStreet is a leader in performance marketingnenWe have built a strong set of capabilitiesrtigage Internet visitors with targeted
media and to connect our marketing clients withirthetential customers online. We focus on sendghgnts in large, information-intensive
industry verticals where relevant, targeted medi @tferings help visitors make informed choicésg fthe products that match their needs,
thus become qualified customer prospects for aantd.

We deliver coseffective marketing results to our clients mostidgfly in the form of a qualified lead or inquiry the form of a qualifie
click, or call. Leads, clicks or calls can then eert into a customer or sale for clients at a th#éd results in an acceptable marketing cost to
them. We are typically paid by clients when we wliqualified leads, clicks, calls or customersiefined by our agreements with them.
References to the delivery of customers meansalleeo§ completed customer transactions (e.g., binswdance policies or customer
appointments with clients). Because we bear thtesadsnedia, our programs must deliver value todignts and provide for a media yield, or
generation of an acceptable margin on our medits ctigt provides a sound financial outcome forTusdeliver leads, clicks, calls, and
customers to our clients, generally we:

e own or access targeted mec

e run advertisements or other forms of marketing mgss and programs in that media to create viggpanses in the form most
typically of leads (visitor generated contact imf@tion and requests), clicks (to further qualificator matching steps, or to online
client applications or offerings), or calls (to amwned and operated call centers or that of oentdior their agents

* match these leads, clicks, calls, or customerfigatofferings or brands that we believe can nwistor interests or needs,
converting visitors into qualified leads, clicks|ls, or customers for our clients; a

» optimize client matches and media yield such tratehieve desired results for clients and a soimath¢ial outcome for u:

Our primary financial objective has been and remaneating revenue growth from sustainable souetdayget levels of profitability.
Our primary financial objective is not to maximigeofits, but rather to achieve target levels offipability while investing in various growth
initiatives, as we continue to believe we are melarly stages of a large, long-term market.

Our Direct Marketing Services (“DMS”), business agnted for substantially all of our net revenudisieal years 2014, 2013 and 2012.
Our DMS business derives its net revenue from éaesed through the delivery of qualified leads;kdi calls or customers and, to a lesser
extent, display advertisements, or impressionsoddjin a vertical focus, targeted media presenceantechnology platform, we are able to
deliver targeted, measurable marketing resultsitaients.

Our two largest client verticals within our DMS Iness are education and financial services. Oucatthn client vertical represented
43%, 44% and 42% of net revenue in fiscal yearg20013 and 2012. Our financial services clientigak represented 39%, 40% and 42% of
net revenue in fiscal years 2014, 2013 and 2012eiADMS client verticals, consisting primarily aisiness-to-business technology, home
services and medical, represented 18%, 16% andof 8t revenue in fiscal years 2014, 2013 and 2012.
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We generated substantially all of our revenue fsaes to clients in the United States.

Trends Affecting our Business
Client Verticals

To date, our education and financial services thenticals have generated the majority of our nexee We expect that a majority of our
revenue in fiscal year 2015 will also be generditenh clients in these client verticals.

Our education client vertical has been significaaffected by regulations and enforcement actiaffecting for-profit educational
institutions over the past several years. Thegeites have affected and are expected to continwfect our clientsbusinesses and market
practices, including an overall decrease in ontti’ external marketing expenditures. The efféthese activities may continue to result in
fluctuations in the volume and mix of our businedth these clients. To offset the impact thesevitws have had on the for-profit educational
clients, we have broadened our product set frontraditional lead business with the addition ofk$i and calls to our product mix. We are
broadening our markets in education to includefapprofit schools as well as expanding internagignin Brazil and India.

Our financial services client vertical continuedosnegatively affected due to the limited avallgbof high quality media at acceptable
margins caused by changes in search engine algsihicquisition of media sources by competitorsinogtased competition for quality
media. These effects may continue to impact ouinless in the near future. To offset this impacthaee broadened our product set with the
launch of enhanced click, lead and policy produstsgre better monetization will provide greateremscto high quality media sources.

Acquisitions
Acquisitions in Fiscal Year 2014

In December 2013, we acquired the operations afrdine publishing business for $0.9 million in caehid upon closing of the
acquisition.

Acquisitions in Fiscal Year 2013
We did not complete any acquisitions during fisezsdr 2013.

Acquisitions in Fiscal Year 2012

In February 2012, we acquired certain assets 6ffis Enterprise from Enterprise Media Group,.JacNew York-based online media
and marketing company in the business-to-busiree$ssblogy market, in exchange for $17.3 millioash, to broaden our registered user
database and brand name in the business-to-busgnds®logy market. In August 2011, we acquired%@d the outstanding equity interests
of NarrowCast Group, LLC, or IT BusinessEdge, atkeky-based Internet media company in the busite$asiness technology market, in
exchange for $24.0 million in cash, to broadenregistered user database and media access ingheegsrto-business technology market.
During fiscal year 2012, in addition to certainetssof Ziff Davis Enterprise and all of the equityerests of IT BusinessEdge, we acquired
eleven other online publishing businesses.

Development, Acquisition and Retention of Targeteedia

One of the primary challenges of our businessadgiging or creating media that is high quality dacheted enough to attract prospects
for our clients at costs that work for our busineexiel. In order to grow our
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business, we must be able to develop or acquireetath quality targeted media on a cost-effedbi@sis. Changes in search engine algorithm:
and retain high quality targeted media and incréasenpetition on available media has, during soeréogds, limited and may continue to limit
our ability to generate revenue.

Seasonality

Our results are subject to significant fluctuatama result of seasonality. In particular, our tprarending December 31 (our second fi
quarter) are typically characterized by seasonakwess. In our second fiscal quarters, there isl@wailability of lead supply from some
forms of media during the holiday period on a af&ctive basis and some of our clients have Idwelgets. In our quarters ending March 31
(our third fiscal quarter), this trend generallyeeses with better lead availability and often rmwdgets at the beginning of the year for our
clients with fiscal years ending December 31.

Regulations

Our revenue has fluctuated as a result of recawnlihpted or amended regulations and the increagectement of existing regulations.
Our business is affected directly because we opevabsites and conduct telemarketing and email etiak and indirectly as clients adjust
their operations as a result of regulatory chamgesenforcement activity that affect their indwestri

One example of a recent regulatory change thataffagt our business is the Telephone Consumer @iateAct (the “TCPA”), which
the Federal Communications Commission amendedrong other things, impose heightened consent andugequirements that companies
conducting telemarketing must follow. Certain psiwhs of the regulations became effective in JOIY2 and additional regulations requiring
prior express written consent for telemarketindsca wireless numbers became effective in Oct@0aB. Our efforts to comply with the
TCPA has not had a material impact on traffic cosiam rates. Our clients may make business decdiaged on their own experiences with
the TCPA regardless of our products, and the cleangemplemented to comply with the new regulatidii®ose decisions may negatively
affect our revenue or profitability.

In addition, our education client vertical has bsgmificantly affected by the adoption of regubat$ affecting for-profit educational
institutions over the past several years, and hadrifpvel of governmental scrutiny is expecteddntimue. Clients in our financial services
vertical have increasingly been affected by laws rmgulations as a result of the adoption of neyulaions under The Dodd—Frank Wall
Street Reform and Consumer Protection Act andrtbeeased enforcement of new and pre-existing laads@gulations. The effect of these
regulations, or any future regulations, may corgitauresult in fluctuations in the volume and mfxoar business with these clients.

Basis of Presentation
General

We operate in one reportable segment: DMS. Theiretaaof our business is classified as “all oth&&e Note 14, Segment Informati
to our consolidated financial statements for furtiscussion and financial information regarding mporting segment.

Net Revenue

Our DMS business generates revenue from fees etirreeh the delivery of qualified leads, clickalls, customers and, to a lesser
extent, display advertisements, or impressionsdéliwer targeted and measurable results througdrtical focus that we classify into the
following client verticals: education, financialrsees and “other” (which includes business-to-hass technology, home services and
medical). All other revenue
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generated is less than 1% of net revenue in figeals 2014, 2013 and 2012. We expect all othemrevéo continue to represent an immateria
portion of our business.

Cost of Revenue

Cost of revenue consists primarily of media cgsssonnel costs, amortization of intangible asskgreciation expense and amortiza
of internal software development costs relatect@nue-producing technologies. Media costs copsistarily of fees paid to third-party
publishers that are directly related to a reveneigegating event and pay-per-click (PPC) ad purchfieen Internet search companies. We pay
these third-party publishers and Internet searchpamies on a revenue-share, a cost-per-lead (GRt-per-click, (CPC), or cost-per-thousand
impressions (CPM) basis. Personnel costs includeies, stock-based compensation expense, bonndesmaployee benefit costs. Personnel
costs are primarily related to individuals ass@xawith maintaining our servers and websites, ditogal staff, client management, creative
team, content, compliance group and media purcgasialysts. Costs associated with software incurréide development phase or obtained
for internal use are capitalized and amortizedoist of revenue over the software’s estimated uddédulWe anticipate that our cost of revenue
will increase more than our revenue for the neamn t@s we invest in opportunities we see in therfaia services client vertical.

Operating Expenses

We classify our operating expenses into three caieg product development, sales and marketindjgameral and administrative. Our
operating expenses consist primarily of personasiscand, to a lesser extent, professional serféess rent and other costs. Personnel cos
each category of operating expenses generallydecdalaries, stock-based compensation expensesdmraommissions and employee benefi
costs.

Product DevelopmenPRroduct development expenses consist primarilyeo$gnnel costs and professional services feesiassdavith
the development and maintenance of our technoltajopms, development and launching of our websjpesductbased quality assurance ¢
testing. In the current period of business chaksngve are constraining expenses generally toxtteatepracticable. However, we expect
product and development expenses to continue tease in absolute dollars in the future as we Belikat continuous investment in
technology is critical to attaining our strategigjextives.

Sales and Marketingsales and marketing expenses consist primariefqnnel costs, advertising, professional senfises, and travel
costs. We expect sales and marketing expensesitimge to increase in absolute dollars as we isgreavertising spend and hire additional
personnel in sales and marketing to support o@rioffs.

General and AdministrativeGeneral and administrative expenses consist pifintd personnel costs of our executive, finariegal,
employee benefits and compliance, technical sugpuattother administrative personnel, as well asating and legal professional services
fees, and insurance. In the current period of lassirthallenges, we are constraining expenses ¢jgriertne extent practicable. However, we
expect general and administrative expenses toasera absolute dollars in future periods as weiltoea to invest in corporate infrastructure.

Interest and Other Income (Expense), Net

Interest and other expense, net, consists primafiiyterest expense, other income and expenseanueinterest income. Interest expense
is related to our credit facility, including thdated interest rate swap and promissory notesdssueonnection with our acquisitions, and
includes imputed interest on non-interest bearioig$ Borrowings under our credit facility, the eggate principal amount of outstanding
promissory notes and related interest expense @ocidase if, among other things, we make additiapquisitions through debt financing.
Interest income represents interest earned onamlr, cash equivalents and marketable securitigshwiiay increase or decrease depending c
market interest rates and the amounts invested.
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Other income (expense), net, includes foreign cuyexchange gains and losses and other non-apgersms.

Income Tax (Provision for) Benefit from

We are subject to tax in the United States as agetither tax jurisdictions or countries in which @amduct business. Earnings from our
limited non-U.S. activities are subject to localintry income tax and may be subject to U.S. inctawe

Results of Operations
The following table sets forth our consolidatedestzent of operations for the periods indicated:

Fiscal Year Ended

2014 2013 2012
(In thousands)
Net revenue $ 282,54¢ 100.(% $305,10: 100.(% $370,46¢ 100.(%
Cost of revenui® 241,90° 85.€ 251,59: 82.t 283,46t 76.5
Gross profi 40,64 14.¢ 53,51( 17.F 87,00: 23.t
Operating expense®
Product developmel 19,54¢ 6.¢ 19,04¢ 6.2 21,05: 5.7
Sales and marketir 16,38¢ 5.€ 14,70¢ 4.8 14,07 3.8
General and administrati 17,04¢ 6.C 16,22¢ Bre 23,37t 6.2
Impairment of goodwil 95,64 33.¢ 92,35( 30.: — 0.C
Operating (loss) incom (107,979 (38.]) (88,819 (29.7) 28,50z 7.7
Interest incomt 11¢ 0.C 11F 0.C 134 0.
Interest expens (3,82%) (1.9 (5,200 1.7 (4,467) 1.2
Other income (expense), r 1,49 0.t (69) (0.0 (42) (0.0
(Loss) income before income tax (110,199 (39.0 (93,979 (30.9) 24,13: 6.5
(Provision for) benefit from taxe (36,209 (12.8) 26,60 8.7 (11,13) (3.0
Net (loss) incom $(146,40:) (51.9%  $(67,37) (22.%  $ 13,00: 3.5%

@ Cost of revenue and operating expenses includ&-based compensation expense as follc

Cost of revenu $2,761 1.C%  $3,93( 1.2%  $4,29: 1.2%
Product developmel 2,42¢ 0.¢ 2,76¢ 0.¢ 2,57( 0.7
Sales and marketir 2,937 1.C 3,26¢ 1.1 3,09¢ 0.8
General and administrati 2,29¢ 0.6 2,057 0.7 3,037 0.8
Net Revenue
Fiscal Year Ended June 30 2014- 201: 2013- 201z
2014 2013 2012 % Change % Change
(In thousands)
Net revenue $282,54¢ $305,10: $370,46¢ (7%) (18%)
Cost of revenu 241,90 251,59: 283,46¢ (4%) (11%)
Gross profi $ 40,64: $ 53,51( $ 87,00: (24%) (38%)

Net revenue decreased $22.6 million, or 7%, irefiyear 2014 compared to fiscal year 2013. Our afitue client vertical revenue
decreased $15.0 million, or 11%, primarily as altesf our education clients’
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lower budgets, largely due to uncertainty surrongdegulations and enforcement activity affectioggrofit educational institutions and their
operational adjustment to this activity. Our finethcervices client vertical revenue decreased 88lifn, or 7%, primarily due to our inability
to cost effectively access sufficient high quatitgdia during the first three quarters of the yaarnvell as due to a reduction in mortgage
inquiry traffic caused by an increase in interasés. Revenue from other client verticals incre&ge€ million, or 1%, primarily due to
increased client demand in our businesbusiness and home services client verticals plyroffiset by decreased client demand in our mec
client vertical.

Net revenue decreased $65.4 million, or 18%, icefigear 2013 compared to fiscal year 2012. Owrfial services client vertical
revenue decreased $35.4 million, or 23%, primathilg to reduced availability of quality publisherdigas a result of search engine algorithm
changes, acquisitions of media sources by compe#ted increased competition for quality media. €ducation client vertical revenue
decreased $19.6 million, or 13%, primarily as ailtesf our education clients’ lower budgets, laggéle to uncertainty surrounding regulations
affecting for-profit educational institutions arftetr operational adjustment to those regulatiomgka. Revenue from other client verticals
decreased $10.3 million, or 17%, primarily due ¢ar@ased client demand in our home services anddsssto-business technology client
verticals.

Cost of Revenue

Cost of revenue decreased $9.7 million, or 4%isiced year 2014 compared to fiscal year 2013, driwedecreased media costs of $6.7
million, decreased amortization of intangible assetd depreciation of $6.4 million, and decreaseckshased compensation expense of $1.2
million, partially offset by increased personnestsoof $2.6 million and other increases of $2.0iaml The decreased media costs were
primarily attributable to lower revenue levels eftf®y a lower mix of traffic from owned and operchteebsites. The decreased amortization of
intangible assets was attributable to an amortimatharge associated with certain licensed pateriiscal year 2013, assets from historical
acquisitions becoming fully amortized and a redutechber of acquisitions in recent periods. Thegased personnel costs were attributab
an increase in average headcount. Gross margid4¥asn fiscal year 2014 compared to 18% in fisedry2013.

Cost of revenue decreased $31.9 million, or 11%saal year 2013 compared to fiscal year 2012jedriby decreased media costs of
$26.1 million due to lower lead and click volumdecreased personnel costs of $4.9 million and abereases of $1.7 million, partially offset
by increased amortization of intangible assetsdapieciation of $1.2 million. The decreased persboasts were attributable to a reduction in
average headcount. Gross margin was 18% in fisal 3013 compared to 23% in fiscal year 2012.

Operating Expenses

Fiscal Year Ended June 30 2014- 201z 2013- 201z
2014 2013 2012 % Change % Change
(In thousands)

Product developmel $ 19,54¢ $ 19,04¢ $21,05: 3% (10%)
Sales and marketir 16,38¢ 14,70¢ 14,07 11% 4%
General and administrati 17,04¢ 16,22¢ 23,37¢ 5% (31%)
Impairment of goodwil 95,64 92,35( — 4% 10(%
Operating expenst $148,62! $142,32¢ $58,50( 4% 145%

Product Development Expenses

Product development expenses increased $0.5 midioB%, in fiscal year 2014 compared to fiscalry2@1 3, primarily due to increased
personnel costs of $0.8 million due to an incréaseverage headcount, offset by a decrease in-$tasd compensation expense of $0.3
million.
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Product development expenses decreased $2.0 milidi0%, in fiscal year 2013 compared to fiscalry2012, primarily due to
decreased personnel costs of $1.5 million resuftimg a reduction in average headcount and otheredses in various product development
expenses.

Sales and Marketing Expenses

Sales and marketing expenses increased $1.7 mitirahil%, in fiscal year 2014 compared to fiscalry2013, primarily due to increased
advertising expenses for our current product affggiof $1.0 million and increased personnel cas$dd million.

Sales and marketing expenses increased $0.6 mitliof2o, in fiscal year 2013 compared to fiscalry@@12, primarily due to increased
personnel costs of $0.8 million and increased stimded compensation expense of $0.2 million, phriddset by decreased advertising cos
$0.2 million.

General and Administrative Expenses

General and administrative expenses increased$i0i@n, or 5%, in fiscal year 2014 compared ta:fbyear 2013. This was primarily
due to an additional business tax assessment ®igilion, an increase in software license fees maihtenance contracts of $0.4 million due
to increased company-wide headcount, an increasadrdebt expense of $0.3 million and an increastock-based compensation expense o
$0.2 million due to incremental stock grants offsgta decrease in personnel costs of $1.0 million.

General and administrative expenses decreasedriidn, or 31%, in fiscal year 2013 compared techl year 2012. This was due to a
$2.5 million payment to the attorneys general oftiple states in connection with a settlement eab online marketing for education
companies in the prior year and additional decibéesgal costs of $1.9 million related primarilyliigation expense, decreased bad debt
expense of $1.4 million resulting from the insolegf an advertising agency of record of one ofdients in the prior year, and decreased
stock-based compensation expense of $1.0 millilzne to the departure of one of our directors r@aliction in average headcount.

Impairment of Goodwill

As discussed under “Critical Accounting Policies &stimates” we recorded a goodwill impairment geaof $95.6 million for the year
ended June 30, 2014 compared to $92.4 millionHeryear ended June 30, 2013.

Interest and Other Expense, Net

Fiscal Year Ended June 30 2014- 2013 2013- 201z
2014 2013 2012 % Change % Change
(In thousands)
Interest incom $ 11t $ 11t $ 134 0% (14%)
Interest expens (3,825 (5,200 (4,462) (26%) 17%
Other income (expense), r 1,49: (69) (42 2264% 64%
Interest and other expense, $(2,217) $(5,15¢) $(4,370) (57%) 18%

Interest and other expense, net decreased by $ichior 57%, in fiscal year 2014 compared ta:éisyear 2013, primarily due to
increased other income (expense), net relatecetgaim of $0.9 million on the sale of our sharepreferred stock in DemandBase and the sal
of certain domain names for a gain of $0.5 milloord due to decreased interest expense relatedeteeated amortization of approximately
$0.7 million of unamortized deferred upfront casisurred in connection with the amendment of oeddrfacility in fiscal year 2013 and
decreased debt obligations.
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Interest and other (expense), net increased byriBn, or 18%, in fiscal year 2013 comparediszél year 2012, primarily due to
increased interest expense related to acceleratediaation of approximately $0.7 million of unantieed deferred upfront costs incurred in
connection with the amendment of our credit facifitiring the third quarter of fiscal 2013. See Nat®ebt, to our consolidated financial
statements for more information about our creditlits.

Benefit from (Provision for) Taxes

Fiscal Year Ended June 30

2014 2013 2012
(In thousands)
(Provision for) benefit from taxe $(36,209 $26,60: $(11,13))
Effective tax rate (32.8% 28.2% 46.1%

The decrease in our effective tax rate for theafiyear 2014 compared to fiscal year 2013 was pifyndue to a one-time, non-cash
charge to establish a valuation allowance for @ifipgortion of our deferred tax assets.

The decrease in our effective tax rate for fisadry2013 compared to fiscal year 2012, was pripndrik to a goodwill impairment chai
of $92.4 million for fiscal year 2013. The goodwitipairment charge had an associated tax benefi2®{7 million due to the impairment of
goodwill that is deductible for tax purposes.

As of June 30, 2014, we had net deferred tax as§&.9 million. Our net deferred tax assets catr@iimarily of historic taxable income
available to carryback projected future losses.&te 8, Income Taxes, to our consolidated findratetements for more information about
our deferred tax assets.

Selected Quarterly Financial Data

The following table sets forth our unaudited qudyteonsolidated statements of operations datéhfereight quarters ended June 30,
2014. We have prepared the statements of operdtioresich of these quarters on the same basigaaitlited consolidated financial statem
included elsewhere in this report and, in the apirof management, each statement of operationsdeslall adjustments, consisting solely of
normal recurring adjustments, necessary for threstatement of the results of operations for thEséds. This information should be read in
conjunction with the audited consolidated finansiaitements and related notes included elsewhéhésineport. These quarterly operating
results are not necessarily indicative of our ofiegaresults for any future period.

Three Months Ended
June 30, Mar 31, Dec 31, Sept 30, June 30, Mar 31, Dec 31, Sept 30,

2014 2014 2013 2013 2013 2013 2012 2012
(In thousands, except per share date
Net revenue $ 67,55¢ $71,88¢ $66,14F $76,96. $75,707 $79,01° $71,75. $78,62¢
Costs of revenu 60,55! 61,64¢ 56,11¢ 63,59: 60,82¢ 63,86 61,71: 65,19(
Gross profit 7,00z 10,24: 10,02¢ 13,36¢ 14,88: 15,15 10,03¢ 13,43t
Operating expense
Product developmel 4,75¢ 4,85¢ 4,77¢ 5,15¢ 4,76( 4,891 4,504 4,89:
Sales and marketir 4,68¢ 3,881 3,65¢ 4,15¢ 3,83¢ 3,68: 3,49¢ 3,691
General and administrati 4,217 4,28¢ 4,411 4,13¢ 3,88 4,39¢ 4,01¢ 3,92¢
Impairment of goodwil 95,64 — — — — — 92,35( —
Operating (loss) incom (102,299 (2,782) (2,817 (80) 2,39¢ 2,18¢ (94,330) 92¢
Interest incom: 31 30 27 27 31 28 28 28
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Three Months Ended

June 30, Mar 31, Dec 31, Sept 30, June 30, Mar 31, Dec 31, Sept 30,
2014 2014 2013 2013 2013 2013 2012 2012
(In thousands, except per share date

Interest expens (912) (911 (97€¢) (1,026 (1,029 (1,810 (1,359 (1,012)
Other (expense) income, r 1,54¢ 3) (29) (19 (72 (39 (4) 4€
(Loss) income before income tax (101,636  (3,66¢€) (3,795 (1,099 1,33¢ 36& (95,660 (12
Benefit from (provision for) taxe 2,87: 99: (40,239 15¢ (2,916 (2,527 32,16¢ (125)
Net loss $ (98,769 $(2,67%) $(44,029 $ (939) $(1,58) $(2,167) $(63,49) $ (139)
Net loss per shar®

Basic $ (22F) $ (006 $ (1.0)) $(0.02) $ (157 $ (0.0F) $ (148 $ (0.00

Diluted $ (22F $ (006 $ (1.0) $(0.02 $ (157 $ (0.0F)) $ (148 $ (0.00
Other Financial Data:

Adjusted EBITDA $ 180z $6,27¢ $ 6,477 $9,631 $12,26. $12,40°7 $11,22¢ $11,97¢

(1) Netloss per share for the four quarters of easttafiyear may not sum to the total for the fisenbecause of the different numbe
shares outstanding during each per

Adjusted EBITDA

Our use of adjusted EBITDANe include adjusted EBITDA in this report beca(is&e seek to manage our business to a level of
adjusted EBITDA as a percentage of net revenyet {# a key basis upon which our management assesur operating performance, (iii) it is
one of the primary metrics investors use in evalgdainternet marketing companies, (iv) it is a éadn the evaluation of the performance of
management in determining compensation, and (8)aih element of certain financial covenants umdercredit facility. We define adjusted
EBITDA as net (loss) income less benefit from (s@n for) taxes, depreciation expense, amortipagigpense, stock-based compensation
expense, interest, other income (expense), negirmpnt of goodwill, and other extraordinary or segurring expenses.

We use adjusted EBITDA as a key performance medmaause we believe it facilitates operating pemtorce comparisons from period
to period by excluding potential differences caulsgdariations in capital structures (affectingeirgist expense), tax positions (such as the
impact on periods or companies of changes in éffetax rates or fluctuations in permanent diffeenor discrete quarterly items) and the
non-cash impact of depreciation, amortization, Isfoased compensation expense, and impairment afwgjtoSince adjusted EBITDA
facilitates internal comparisons of our historiopkrating performance on a more consistent basislso use adjusted EBITDA for business
planning purposes, to incentivize and compensatenamagement personnel and in evaluating acquisifiportunities.

In addition, we believe adjusted EBITDA and similaeasures are widely used by investors, secuatiafysts, ratings agencies and o
interested parties in our industry as a measufimaficial performance and debt-service capabilitids use of adjusted EBITDA has
limitations as an analytical tool, and it should he considered in isolation or as a substitutefalysis of our results as reported under GA
Some of these limitations are:

» adjusted EBITDA does not reflect our cash expemestdor capital equipment or other contractual caments;

» although depreciation and amortization are non-casinges, the assets being depreciated and antomtiag have to be replaced in
the future, and adjusted EBITDA does not refleshceapital expenditure requirements for such replents
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« adjusted EBITDA does not reflect changes in, ohaasjuirements for, our working capital nee

» adjusted EBITDA does not consider the potentiailytove impact of issuing stock-based compensatioour management team
and employees

» adjusted EBITDA does not reflect the interest exygenr the cash requirements necessary to serv@esh or principal payments
our indebtednes:

» adjusted EBITDA does not reflect certain tax paytae¢hat may represent a reduction in cash avaitahles; anc

« other companies, including companies in our ingustray calculate adjusted EBITDA measures diffdyenthich reduces their
usefulness as a comparative meas

Due to these limitations, adjusted EBITDA should e considered as a measure of discretionaryaastable to us to invest in the
growth of our business. When evaluating our pertoroe, adjusted EBITDA should be considered alomegsiller financial performance
measures, including various cash flow metrics (loss) income and our other GAAP results.

The following table presents a reconciliation ofuated EBITDA to net (loss) income, the most corapde GAAP measure, for each of
the periods indicated:

Three Months Ended

June 30, Mar 31, Dec 31, Sept 30 June 30, Mar 31, Dec 31, Sept 30,
2014 2014 2013 2013 2013 2013 2012 2012
(In thousands)
Net loss $(98,769)  $(2,67%)  $(44,029 $ (939 $(1,58) $(2,167) $(63,49) $ (137)
Interest and other (expense) income, (663) 884 97¢ 1,01¢ 1,06t 1,821 1,33( 93¢
(Benefit from) provision for taxe (2,879 (993) 40,23¢ (159 2,91¢ 2,52 (32,169 12t
Depreciation and amortizatic 6,142 6,611 6,66¢ 6,67¢ 6,65¢ 7,20¢ 10,17¢ 8,27¢
Stocl-based compensation expel 2,31¢ 2,45( 2,62¢ 3,03¢ 3,20z 3,01z 3,02¢ 2,77(
Impairment of goodwil 95,64 — — — — — 92,35( —
Adjusted EBITDA $ 180z $6,27¢ $ 6477 $9,631 $12,26: $12,407 $11,22¢  $11,97¢
Adjusted EBITDA as a percentage of n
revenue 3% 9% 10% 13% 16% 16% 16% 15%

Adjusted EBITDA quarterly trenddNe seek to manage our business to a level of djlEBITDA as a percentage of net revenue. W
so on a fiscal year basis by varying our operatiorizalance revenue growth and costs throughouidbal year. We do not seek to manage
business to a level of adjusted EBITDA on a qubrteasis and we expect our adjusted EBITDA martingary from quarter to quarter.

Liquidity and Capital Resources

As of June 30, 2014, our principal sources of liifyiconsisted of cash and cash equivalents of2&Mllion, short-term marketable
securities of $38.6 million, cash we expect to gateefrom operations, and our $50.0 million revotycredit line, which is committed until
November 2016, a portion of which is available éodoawn subject to compliance with applicable cawvds. Our cash and cash equivalents
maintained in highly liquid investments with remiaim maturities of 90 days or less at the time athase. We believe our cash equivalent:
liquid and accessible.
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Our short-term and long-term liquidity requiremeptsnarily arise from our working capital requirentg, debt service on our $77.5
million term loan balance at June 30, 2014, andiiag¢tpns from time to time. Our primary operatiogsh requirements include the payment o
media costs, personnel costs, costs of informa&ohnology systems and office facilities. Our apito fund these requirements will depend or
our future cash flows, which are determined, irt,day future operating performance and are, theegfeubject to prevailing global
macroeconomic conditions and financial, businesksather factors, some of which are beyond our cbraind also our ability to access our
credit facility. Even though we may not need addisil funds, we may still elect to obtain additiodabt or equity securities or draw down on
or increase our borrowing capacity under our curceedit facility for other reasons.

We believe that our existing cash, cash equivalehigrt-term marketable securities, cash genefeded operations and our available
borrowings under the credit facility will be sufiénit to satisfy our currently anticipated cash ieguents through at least the next 12 months.

Fiscal Year Ended June 30

2014 2013 2012
(In thousands)
Cash flows from operating activiti $ 18,37: $ 50,66¢ $ 46,37¢
Cash flows used in investing activiti (20,737 (7,469 (66,559)
Cash flows used in financing activiti (13,539 (21,616 (43,44°)

Net Cash Provided by Operating Activities

Cash flows from operating activities are primathyg result of our net (loss) income adjusted f@rdeiation and amortization, stock-
based compensation expense, impairment of goodwndlichanges in working capital components.

Cash flows provided by operating activities wer8.8Imillion for fiscal year 2014 compared to $5miflion for fiscal year 2013 and
$46.4 million for fiscal year 2012.

Cash flows provided by operating activities in éisgear 2014 consisted of primarily non-cash adpesits of $130.4 million and changes
in working capital of $34.4 million, partially ofs$ by net loss of $146.4 million. The changes imkirg capital accounts was primarily due !
decrease in net deferred taxes of $45.1 millionamihcrease in accounts payable and accruedtiedibf $0.4 million partially offset by an
increase in accounts receivable of $3.5 millionirexmease in prepaid expenses and other curreetsass$6.3 million, and a decrease in
deferred revenue and other noncurrent liabilitie$1o3 million. The decrease in deferred taxedlis @ a one-time charge to establish a
valuation allowance. The increase in accounts vabée is due to timing of collections. The neash charges primarily consisted of impairn
of goodwill of $95.6 million, depreciation and artipation of $26.1 million, and stock-based compénseexpense net of tax benefits of
$9.9 million, offset by other adjustments, net dfi$million.

Cash flows provided by operating activities in fisgear 2013 consisted of primarily non-cash adjeastts of $136.6 million, partially
offset by net loss of $67.4 million and an increswseorking capital of $18.5 million. The non-caatijustments consisted primarily of
impairment of goodwill of $92.4 million, depreciati and amortization of $32.3 million and stock-lthsempensation expense net of tax
benefits of $11.9 million. The contribution to worg capital accounts was primarily due to an insecia deferred taxes of $30.8 million
resulting from tax deductible goodwill write-off decrease in accounts receivable of $15.3 millat,decrease in accounts payable and
accrued liabilities of $6.0 million, and a decreasprepaid expenses and other assets of $3.2millihe decrease in accounts receivable are
primarily due to better collections. The net deseein accounts payable and accrued and prepaithexpand other assets are primarily due tc
timing of payments.
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Cash flows provided by operating activities in fisgear 2012 consisted of primarily non-cash adjeastts of $44.6 million and net
income of $13.0 million, partially offset by corittions to working capital of $11.3 million. Themoash adjustments primarily consisted of
depreciation and amortization of $31.2 million atack-based compensation expense net of tax bewéftl2.8 million. The contribution to
working capital accounts was primarily due to ardase in accounts payable and accrued liabilifi& @ million and a decrease in deferred
taxes of $2.8 million, partially offset by an inese in prepaid expenses and other assets of $#ighmand an increase in accounts receivable
of $2.0 million. The decrease in accounts payabteaccrued liabilities is due to timing of paymeaitsl decreased cost of revenue associatec
with decreased revenue. The decrease in deferxed imdue to larger temporary differences betvikerinancial statement carrying amount
and the tax basis of certain existing assets aidlities. The increase in prepaid expenses argf atbsets is primarily due to timing of
payments. The increase in accounts receivablériswatible to timing of receipts.

Net Cash Used in Investing Activities

Cash flows from investing activities include acdfioss of media websites and businesses; purchaakes and maturities of marketable
securities; capital expenditures; and capitalir¢ernal development costs.

Cash flows used by investing activities were $Xilfion for fiscal year 2014 compared to $7.5 naillifor fiscal year 2013 and $66.6
million for fiscal year 2012.

Cash used in investing activities in fiscal yeat2@as primarily due to capital expenditures artdrimal software development costs of
$7.9 million, licenses to intangible assets of $RiBion and acquisition costs of $0.9 million cgtsby proceeds from sale of investment of
$1.4 million and other investing activities of $@rfilion. Net investments in marketable securitetsled $1.0 million.

Cash used in investing activities in fiscal yeat 2@vas primarily due to net investments in markietabcurities of $1.1 million and
licenses of intangible assets of $2.5 million. @aExpenditures and internal software developmests totaled $3.9 million in fiscal year
2013.

Cash used in investing activities in fiscal yeat 2@as primarily due to our acquisition of IT Busés Edge for a cash payment of
$24.0 million, acquisition of certain assets off Dfwvis Enterprise of $17.3 million and the purdamsf the operations of eleven other online
publishing businesses for an aggregate of $14 liomih cash payments, as well as net investmenisarketable securities of $1.8 million.
Capital expenditures and internal software devekamunaosts totaled $4.6 million in fiscal year 2012.

Net Cash Used in Financing Activities
Cash flows from financing activities include prodsdrom exercise of stock options, withholding sxelated to restricted stock net of
share settlement, excess tax benefits from stoskeébaompensation, and principal payments on balikasel acquisitiomelated notes payab

Cash flows used by financing activities were $I8illion for fiscal year 2014 compared to $21.6 ioifl for fiscal year 2013 and
$43.4 million for fiscal year 2012.

Cash used in financing activities in fiscal yeat2@vas primarily due to principal payments on astjioin-related notes payable and our
term loan and related fees of $15.5 million anchhviiding taxes related to restricted stock nethafs settlement of $1.9 million offset by
proceeds received from exercises of stock optid$8@ million and excess tax benefits from exasisf stock options of $0.5 million.

Cash used in financing activities in fiscal yeat 2@vas primarily due to principal payments on astjioin-related notes payable and our
term loan and related fees of $15.8 million andirepases of our common stock
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of $6.2 million under our stock repurchase progpartially offset by proceeds received from exerxigkstock options of $0.5 million.

Cash used in financing activities in fiscal yeat 2@vas primarily due to repurchases of our comntocksof $43.9 million under our
stock repurchase program and principal paymengcquisition-related notes payable and our term &ahrelated fees of $9.9 million,
partially offset by proceeds from bank debt of $5ifion and exercises of stock options of $4.7liwril.

Off-Balance Sheet Arrangements

During the periods presented, we did not have alationships with unconsolidated entities or finahpartnerships, such as entities o
referred to as structured finance or special pwemugities, which would have been establishediferpurpose of facilitating off-balance sheet
arrangements or other contractually narrow or Bchipurposes.

Contractual Obligations
Our contractual obligations relate primarily to tmwings under our credit facility, acquisition-redd notes payable, and operating lease:

The following table sets forth payments due underomntractual obligations as of June 30, 2014:

Payment Due by Perioc

Less than : More than
Total Year 1-3 Years 3-5 Years 5 Years
(In thousands)
Second Loan Agreeme $77,50( $ 17,50( $60,00( $ — $ —
Operating Lease 14,40¢ 3,541 6,707 4,161 —
Promissory Note 61C 56( 50 — —
Total $92,51¢ $ 21,60: $66,75" $4,161 $ —

The above table does not include approximately $8llion of long-term income tax liabilities for gertainty in income taxes due to the
fact that we are unable to reasonably estimatértiing of these potential future payments.

Credit Facility

In November 2011, we entered into the Second Anetadd Restated Revolving Credit and Term Loan Agerde (“Second Loan
Agreement”) with Comerica Bank (the “Bank”), thenaidistrative agent and lead arranger. The Secorah lAgreement consists of a $100.0
million five-year term loan, with annual principanortization of 5%, 10%, 15%, 20% and 50%, andG0¥2million five-year revolving credit
line. On February 15, 2013, we entered into thetAmendment to Credit Agreement and Amendmentuarénty (“First Amendment”) with
the Bank to, among other things: (1) amend thendifn of EBITDA, effective as of December 31, 2012 exclude extraordinary or non-
recurring non-cash expenses or losses includingowi limitation, goodwill impairments, and any edrdinary or nomecurring cash expens
in an aggregate amount not to exceed $5.0 milloritfe life of the Second Loan Agreement; and éBuce the $200.0 million five-year
revolving credit line portion of the facility to $0.0 million, effective as of February 15, 2013. ity 17, 2014, we entered into the Second
Amendment to Credit Agreement (“Second Amendmenith the Bank to, among other things, amend tharfaial covenants and reduce the
revolving loan facility from $100.0 million to $8Dmillion, each effective as of June 30, 2014.
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Borrowings under the Second Loan Agreement areredday substantially all of our assets. Interegiaigable at a rate computed using
either Base rate or Eurodollar rate plus an applécenargin, at our option. Base rate is definedraapplicable margin plus the greatest of
(a) the Prime Rate for such day, (b) the FederatiEUeffective Rate in effect on such day, plus 1 @) the Daily Adjusting LIBOR Rate
plus 1%. Base rate borrowings bear interest atse Bate plus an applicable margin which varies f(b)0.625% to 1.375% for revolving loe
and (2) 1.00% to 1.75% for term loans, dependingurfunded debt to EBITDA ratio. Eurodollar ra@rimwings bear interest at the
Eurodollar rate plus an applicable margin whichiesafrom (1) 1.625% to 2.375% for revolving loamsl §2) 2.00% to 2.75% for term loans,
depending on our funded debt to EBITDA ratio. Parguo the Second Amendment, for the period begmpn the effective date of the
Second Amendment until the delivery of financialtetnents for the fiscal quarter ending DecembeR@15, (1) the applicable margin for B
rate borrowings is set at (a) 1.375% for revoMmans or (b) 1.75% for term loans, and (2) the igable margin for Eurodollar rate borrowir
is set at (a) 2.375% for revolving loans or (b)52srfor term loans. Thereafter, the applicable nravgiries depending on our funded debt to
EBITDA ratio, as described above.

EBITDA is defined as net (loss) income less (priavisor) benefit from taxes, depreciation expemseprtization expense, stock-based
compensation expense, interest and other inconpeiee), acquisition costs for business combinatiextsaordinary or non-recurring non-
cash expenses or losses including, without linutatgoodwill impairments, and any extraordinannon-recurring cash expenses in an
aggregate amount not to exceed $5 million for ifleedf this Second Loan Agreement. The revolvirgndacility requires an annual facility fee
of 0.375% of the revolving credit line capacity.eT8econd Loan Agreement expires in November 2046.Second Loan Agreement, as
amended, restricts our ability to raise additiaetht financing and pay dividends, and also requiset® comply with other nonfinancial
covenants. In addition, we are required to mainfia@ncial covenants as follows:

1. A minimum fixed charge coverage ratio as ofehd of each fiscal quarter of not less than:
(a) 1.00:1:00 for the period between SeptembeRB05 and June 30, 2016; and
(b) 1.15:1:00 for the period beginning July 1, 2@h@l thereafter.

The fixed charge coverage ratio is not tested timtilfiscal quarter ending September 30, 2015.

2. Minimum EBITDA as of the end of each fiscal geaiof not less than:
(a) $1 for the period between April 1, 2014 ande]3a, 2015;
(b) $3,400,000 for the period between July 1, 2848 September 30, 2015;
(c) $3,200,000 for the period between October 1526nd December 31, 2015.

EBITDA is not tested after the fiscal quarter egdidecember 31, 2015.
3. Minimum liquidity as of the end of each monthnof less than $20,000,000.
We were in compliance with the covenants of ournBdd.oan Agreement, as amended, as of June 30,£2012013.

Upfront arrangement fees incurred in connectiomwie Second Amendment totaled $0.3 million and véldeferred and amortized o
the remaining term of the arrangement.

Upfront arrangement fees incurred in connectiomwie First Amendment totaled $0.2 million and weegerred and will be amortized
over the remaining term of the arrangement. In ection with the reduction of the revolving credlitd capacity, during the third quarter of
fiscal year 2013 we accelerated amortization of@xmately $0.7 million of unamortized deferred rgpft costs.
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Interest Rate Swap

In February 2012, we entered into an interestsai@p to reduce our exposure to the financial impachanging interest rates under our
term loan. We do not speculate using derivativerumsents. The swap encompasses the principal bedangstanding as of January 1, 2014
and scheduled to be outstanding thereafter, suohipal and notional amount totaling $85 millionJanuary 2014 and amortizing to $35
million in November 2016. The effective date of #veap was April 9, 2012 with a maturity date of Mmber 4, 2016. At June 30, 2014, we
had approximately $77.5 million of notional amoontstanding in the swap agreement that exchangasable interest rate base (Eurodollar
rate) for a fixed interest rate of 0.97% over #ert of the agreement. This interest rate swapdgydated as a cash flow hedge of the interest
rate risk attributable to forecasted variable ies¢payments. The effective portion of the failueadjains or losses on this swap are includec
component of accumulated other comprehensive loss.

At June 30, 2014, our interest rate swap qualifis@ cash flow hedge. For this qualifying hedge ettfiective portion of the change in 1
value will be recognized through earnings whenuth@erlying transaction being hedged affects eamitigereby allowing the swap’s gains anc
losses to offset interest expense from the term loghe consolidated statements of operations. #edge ineffectiveness is recognized in
earnings in the current period.

Headquarters Lease

We entered into a lease agreement in February 20 Hpproximately 63,998 square feet of office splcated at 950 Tower Lane,
Foster City, California. The term of the lease lmega November 1, 2010 and expires on October 318.Z0he monthly base rent was abated
for the first 12 calendar months under the leasd,ramained at $0.1 million through the 24th catermdonth of the term of the lease. After this
24 month period, monthly base rent increased t2 80llion for the subsequent 12 months and noweases approximately 3% after each 12-
month anniversary during the remaining term, intigcany extensions under our options to extend h@éles two options to extend the term of
the lease for one additional year for each optadlodving the expiration date of the lease or reneesan, as applicable.

Critical Accounting Policies and Estimates

We have prepared our consolidated financial statésria conformity with accounting principles gerraccepted in the United States
of America (“GAAP”). In doing so, we are requiramirhake estimates and assumptions that affect pugtesl amounts of assets and liabilities,
disclosure of contingent assets and liabilitiethatdate of the financial statements and reponteoluats of revenue and expenses during the
reporting period.

Some of the estimates and assumptions we are e€loimake relate to matters that are inherenttgdain as they pertain to future
events. We base these estimates and assumptidnistamcal experience or on various other factbet tve believe to be reasonable and
appropriate under the circumstances. On an ondmBig, we reconsider and evaluate our estimateassuinptions. Actual results may differ
significantly from these estimates.

We believe that the critical accounting policiesdd below involve our more significant judgmeetgjmates and assumptions and,
therefore, could have the greatest potential impadaiur consolidated financial statements. In éalditwve believe that a discussion of these
policies is necessary to understand and evaluatedahsolidated financial statements containedigréport.

See Note 2, Summary of Significant Accounting Hyles, of our consolidated financial statementsffiother information on our critical
and other significant accounting policies.
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Revenue Recognition

More than 99% of total revenue is derived fromEiS business. DMS revenue is derived primarily fi@®s which are earned through
the delivery of qualified leads, clicks, calls, mmers and, to a lesser extent, display advertin&sner impressions. We recognize revenue
when persuasive evidence of an arrangement ededtgery has occurred, the fee is fixed or deteahla and collectability is reasonably
assured. Delivery is deemed to have occurred dirtteea qualified lead or click is delivered to ttlent provided that no significant obligatic
remain.

Under our revenue recognition policies, we allocateenue in an arrangement using the estimatedgeltice (“ESP”) of deliverables if
vendor-specific objective evidence (“VSOE") of g price based on historical stand-alone saldkiai-party evidence (“TPE”) of selling
price does not exist. Due to the unique natur@ofesof our multiple deliverable revenue arrangesiemé may not be able to establish selling
prices based on historical stand-alone sales ai-fidrty evidence, therefore we may use our béghate to establish selling prices for these
arrangements under the new standard. We estalatlebtimates within a range of selling prices immBg multiple factors including, but not
limited to, factors such as class of client, sifz&ansaction, available media inventory, pricitigagegies and market conditions. We believe the
use of the best estimate of selling price allow&neie recognition in a manner consistent with theéeulying economics of the transaction.

From time to time, we may agree to credit a clfentcertain leads, clicks, calls or customers étffiail to meet the contractual or other
guidelines of a particular client. We have estdiglisa sales reserve based on historical experiéonagate, such credits have been within our
expectations.

For a portion of our revenue, we have agreemeritspvoviders of online media or third-party pubbsf used in the generation of
qualified leads, clicks, calls or customers. Weehee a fee from our clients and pay a fee to phblis either on a revenue-share, cost-per-leac
cost-per-click or cost-per-thousand-impressiongsb&ge are the primary obligor in the transactida.a result, the fees paid by our clients are
recognized as revenue and the fees paid to ouispebs$ are included in cost of revenue.

All other revenue is comprised of (i) set-up andfessional services fees and (ii) usage fees. (and professional service fees that do
not provide stand-alone value to a client are raizegl over the contractual term of the agreemetti®mexpected client relationship period,
whichever is longer, effective when the applicatieaches the “go-live” date. We define the “go-lidate as the date when the application
enters into a production environment or all essg¢fitinctionalities have been delivered. Usage &egecognized on a monthly basis as eal

Deferred revenue is comprised of contractual lgim excess of recognized revenue and paymerds/egcin advance of revenue
recognition.

Stock-Based Compensation

We measure and record the expense related to Based transactions based on the fair values a@faeds as determined on the date of
grant. For stock options, we selected and haveritsily used the Blaclscholes option pricing model to estimate the faiue. In applying th
Black-Scholes option pricing model, our determioatof fair value is affected by assumptions regayd number of highly complex and
subjective variables. These variables include dbeitnot limited to, the expected stock price vbtatover the term of the stock options and the
employees’ actual and projected stock option eserand preresting employment termination behaviors. We edtntlae expected volatility
our common stock based on our historical volatibitaer the stock option’s expected term. We havhistory or expectation of paying
dividends on our common stock. The riske interest rate is based on the U.S. Treasefy yor a term consistent with the expected terrthe
stock options. The fair value of restricted stooksiis determined based on the closing price ofcommon stock on the date of grant.
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We recognize stock-based compensation expensdlmvegquisite service period using the straigha-timethod, based on awards
ultimately expected to vest. We estimate futuréeftures at the date of grant and revise the estisnif necessary, in subsequent periods if
actual forfeitures differ from those estimates.

Goodwill

We conduct a test for the impairment of goodwiliteg reporting unit level on at least an annuaisbaisd whenever there are events or
changes in circumstances that would more likely that reduce the estimated fair value of a repgrtinit below its carrying value. Applicati
of the goodwill impairment test requires judgmémtjuding the identification of reporting units,ségning assets and liabilities to reporting
units, assigning goodwill to reporting units, arededmining the fair value of each reporting unigriificant judgments required to estimate the
fair value of reporting units include estimatingute cash flows and determining appropriate distoates, growth rates, an appropriate contrc
premium and other assumptions. Changes in theiseatss and assumptions could materially affectgtermination of fair value for each
reporting unit which could trigger impairment.

We have two reporting units for purposes of allogpaind testing goodwill, DMS and DSS. We perforred annual goodwiill
impairment test on April 30, 2014 in our quartediaig June 30, 2014. While we are permitted to cehdugualitative assessment to determine
whether it is necessary to perform a tatep quantitative goodwill impairment test, for amnual goodwill impairment test in the fourth gea
of fiscal 2014, we performed a quantitative testifoth of our reporting units.

In the first step of the annual impairment test,o@mpare the fair value of each reporting unitéacarrying value. We estimated the fair
value of the DSS reporting unit using only the imeoapproach as market comparables were not meahilgé have concluded that the
carrying value of the DSS reporting unit exceedsa@stimated fair value therefore we performed Stapalysis, as required and recorded a
goodwill impairment charge of $1.2 million for tkatire goodwill of our DSS reporting unit. We ested the fair value of our DMS reporting
unit based on our market capitalization and deteechthat there were no instances of impairmentirDMS reporting unit.

Our public market capitalization sustained a decéfter June 30, 2014 primarily due to our opegatésults in the fourth quarter of fisc
year 2014, to a value below the net book carrymlger of our equity. As a result, we determined thesttriggered the necessity to conduc
interim goodwill impairment test as of June 30, 200/e first tested the long-lived assets relateth¢odDMS reporting unit as of June 30, 2014
and, based on the undiscounted cash flows, detedhtirat these assets were not impaired.

A two-step process was then required to test gdbaapairment. The first step is to determine i€th is an indication of impairment by
comparing the estimated fair value to its carrymafiie including goodwill. Goodwill is consideredpaired if the carrying value exceeds the
estimated fair value. Upon indication of impairmemnsecond step is performed to determine the ahwduhe impairment by comparing the
implied fair value of the reporting unit’'s goodwiliith its carrying value.

We estimated the fair value of our DMS reporting using a weighting of fair values derived mogjrsficantly from the market
approach which approximated our market capitalimatind to a lesser extent the income approach.dhdenarket approach, we utilize
publicly-traded comparable company information ébedmine revenue and earnings multiples that ard tesvalue our reporting units adjustec
for an estimated control premium. As the DMS reipgrunit represents substantially the entire Comgptire market approach has been
reconciled to our market capitalization. Underitimome approach, we estimate the fair value opanteng unit based on the present value of
estimated future cash flows. Cash flow projectiaressbased on management’s estimates of revenuéhgrates and operating margins, taking
into consideration industry and market conditiofse discount rate used is based on the weightedgeeost of capital adjusted for the
relevant risk associated with business-specificaittaristics and the uncertainty related to themapg unit’'s ability to execute on the projec
cash flows.
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The second step of the goodwill impairment testiregl us to fair value all assets and liabiliti€®or DMS reporting unit to determine
the implied fair value of goodwill. We compared fheplied fair value of the reporting unit’'s goodintib its carrying value. This test resulted in
a noneash goodwill impairment charge in aggregate of &9aillion for the year ended June 30, 2014. This used to measure the estim
fair value of goodwill are classified as a Levéh8 value measurement due to the significancenobgervable inputs in income approach u
company-specific information.

Long-Lived Assets

We evaluate long-lived assets, such as propertyegnghment and purchased intangible assets witte fimes, for impairment whenever
events or changes in circumstances indicate tleatdtrying value of an asset may not be recoversdeapply judgment when estimating the
fair value of the assets based on the undiscoduntaece cash flows the assets are expected to gereend recognize an impairment loss if
estimated undiscounted future cash flows expecteddult from the use of the asset plus net pracegdected from disposition of the asset, if
any, are less than the carrying value of the a¥g¢ettested our long-lived assets related to the Dép®rting unit as of June 30, 2014 and base
on the undiscounted cash flows, determined thaetlassets were not impaired.

Income Taxes

We account for income taxes using an asset aniitijagdppproach to record deferred taxes. Our defgéincome tax assets represent
temporary differences between the financial statgroarrying amount and the tax basis of existirgptssand liabilities that will result in
deductible amounts in future years, including rprating loss carry forwards. A valuation allowarcescorded against our deferred tax as
which are not expected to be realized. Our judgmegerding future profitability may change dueutufe market conditions, changes in
U.S. or international tax laws and other factors.

Recent Accounting Pronouncements

See Note 2, Summary of Significant Accounting Reficto our consolidated financial statementsriérimation with respect to recent
accounting pronouncements and the impact of thesepncements on our consolidated financial statésne

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

We are exposed to market risks in the ordinary ®of our business. These risks include primaaitgifjn currency exchange and
interest rate risks.

Interest Rate Risk

We invest our cash equivalents and short-term invests primarily in liquid, highly-rated U.S. gomanent or municipal fixed income
securities, certificates of deposit with finandratitutions and money market funds. Unrestrictash¢ cash equivalents and short-term
investments are held for working capital purposes aquisition financing. We do not enter into isiveents for trading or speculative
purposes. We believe that we do not have matetfsure to changes in the fair value of these imvests as a result of changes in interest
rates due to the short-term nature of our investsa@eclines in interest rates may reduce futuestment income. However, a hypothetical
decline of 1% in the interest rate on our investmevrould not have a material effect on our consdéid financial statements.

As of June 30, 2014, our credit facility had $7million in term loans outstanding, and a borrowaagpacity of $50.0 million under our
revolving line of credit with no amounts outstargliinterest on borrowings under the credit faciltyayable quarterly at specified margins
above either the Eurodollar rate or the Prime
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Rate. Our exposure to interest rate risk undectédit facility will depend on the extent to whiale utilize such facility. To reduce our
exposure to rising interest rates under the tean,lon February 24, 2012, we entered into an isteate swap encompassing the principal
balances scheduled to be outstanding in Janua#y &0d thereafter, such principal amount totalin§.$8nillion on January 1, 2014 and
amortizing to $35.0 million on November 4, 2016€Thterest rate swap exchanges a variable intextesbase (Eurodollar rate) for a fixed
interest rate of 0.97% over the term of the agredniehis interest rate swap is designated as aftasthedge of the interest rate risk
attributable to forecasted variable interest paytseh hypothetical change of 1% from prevailingeirgst rates as of June 30, 2014 would not
have an effect on our interest rate expense.

Foreign Currency Exchange Risk

To date, our international client agreements haentpredominately denominated in U.S. dollars,awbrdingly, we have limited
exposure to foreign currency exchange rate flutinatrelated to client agreements, and do not ntlrengage in foreign currency hedging
transactions. As the local accounts for some offa@ign operations are maintained in the locateney of the respective country, we are
subject to foreign currency exchange rate fluctutiassociated with the remeasurement to U.S.rdoRahypothetical change of 10% in
foreign currency exchange rates would not have tenaaeffect on our consolidated financial statetse
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Qtrie&, Inc.

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{g)¢&sent fairly, in all material
respects, the financial position of QuinStreet, brad its subsidiaries at June 30, 2014 and Jun203@, and the results of their operations anc
their cash flows for each of the three years inpbeod ended June 30, 2014 in conformity with actimg principles generally accepted in the
United States of America. In addition, in our opimi the financial statement schedule listed ininldex appearing under Item 15(a)(2) present:
fairly, in all material respects, the informaticet $orth therein when read in conjunction with thtated consolidated financial statements. Alsc
in our opinion, the Company maintained, in all mialeespects, effective internal control over fical reporting as of June 30, 2014, based o
criteria established imternal Control — Integrated Framework (1998sued by the Committee of Sponsoring Organizatafrthe Treadway
Commission (COSO). The Company’s management iorssiple for these financial statements and findrsté&dtement schedule, for
maintaining effective internal control over finaalcieporting and for its assessment of the effectdss of internal control over financial
reporting, included in Management’s Report on Imé¢Control over Financial Reporting appearing uritiam 9A. Our responsibility is to
express opinions on these financial statementfefinancial statement schedule, and on the Coypamternal control over financial
reporting based on our integrated audits. We caedugur audits in accordance with the standardseoPublic Company Accounting
Oversight Board (United States). Those standamlsinethat we plan and perform the audits to obtatsonable assurance about whether the
financial statements are free of material misstatgrand whether effective internal control overfinial reporting was maintained in all
material respects. Our audits of the financialestegnts included examining, on a test basis, evasuapporting the amounts and disclosures ir
the financial statements, assessing the accouptingiples used and significant estimates made dyagement, and evaluating the overall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbtag an understanding of internal control
over financial reporting, assessing the risk thaaderial weakness exists, and testing and evatyéte design and operating effectiveness of
internal control based on the assessed risk. Quitsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits proviteaaonable basis for our opinions.

A company'’s internal control over financial repodiis a process designed to provide reasonablesaesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A companys internal control over financial reporting inclisdbose policies and procedures that (i) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatp@aparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, California
September 12, 2014

55



Table of Contents

Index to Financial Statements

Assets
Current assel
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Deferred tax asse
Prepaid expenses and other as
Total current asse
Property and equipment, r
Goodwill
Other intangible assets, r
Deferred tax assets, noncurr
Other assets, noncurre
Total asset

Liabilities and Stockholders’ Equity
Current liabilities
Accounts payabl
Accrued liabilities
Deferred revenu
Debt
Total current liabilities
Deferred revenue, noncurre
Debt, noncurrer
Other liabilities, noncurrer
Total liabilities

QUINSTREET, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

Commitments and contingencies (See Note

Stockholder' equity

Common stock: $0.001 par value; 100,000,000 stard®rized; 44,025,908 and 42,886,884 shares issued
and outstanding at June 30, 2014 and June 30, P& ctively

Additional paic-in capital

Accumulated other comprehensive |
(Accumulated deficit) retained earnin

Total stockholder equity

Total liabilities and stockholde’ equity

See notes to condensed consolidated financiahstates
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June 30, June 30,
2014 2013

$ 84,17" $ 90,117
38,63( 37,84
41,97¢ 38,39:
22% 6,75:
11,64, 4,62:
176,65t 177,73.
11,12¢ 9,707
55,45!; 150,45t
31,44: 50,48¢
1,712 40,28¢
457 87¢
$276,84. $429,54°
$ 19,517 $ 18,72:
27,85¢ 30,90:
1,17¢ 1,63¢
17,69¢ 15,42¢
66,24« 66,69
— 23¢
59,56¢ 77,24¢
5,88: 6,47:
131,69: 150,65:
44 43
239,55¢ 226,85
(1,05¢) (1,017)
(93,39 53,00’
145,15: 278,89
$276,84: $429,54°
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Net revenue¢

Cost of revenu®

Gross profit

Operating expense®
Product developmel
Sales and marketir
General and administratiy
Impairment of goodwil

Operating (loss) incom

Interest incomt

Interest expens

Other income (expense), r

(Loss) income before income tax

(Provision for) benefit from taxe

Net (loss) incomu

Net (loss) income per shal
Basic
Diluted

QUINSTREET, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Weighted average shares used in computing nej (loszme

per share
Basic
Diluted

@ Cost of revenue and operating expenses includ&-based compensation expense as follc

Cost of revenu

Product developmel
Sales and marketir
General and administrati

See notes to condensed consolidated financiahstates
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Fiscal Year Ended June 30

2014 2013 2012
$282,54(  $305,10.  $370,46t
241,90° 251,59 283,461
40,64 53,51( 87,00:
19,54¢ 19,04¢ 21,05
16,38t 14,70¢ 14,07:
17,04¢ 16,22¢ 23,37
95,64 92,35( —
(107,97¢) (88,819 28,50:
115 115 134
(3,825 (5,200) (4,467)
1,49: (69) (42)
(110,19} (93,979 24,13:
(36,209) 26,60: (11,13
$(146,40)  $(67,379  $ 13,00
$ (339 $ (157 $ o0.2¢
$ (33 $ (157 $ 0.2¢
43,52 42,81¢ 45,84¢
43,52 42,81¢ 46,85¢
$2,767 $3,93( $4,29:
2,42¢ 2,76¢ 2,57(
2,937 3,26¢ 3,00¢
2,29¢ 2,057 3,037
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QUINSTREET, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INC OME

Net (loss) incomi
Other comprehensive (loss) incol
Unrealized loss on investmer

(In thousands)

Foreign currency translation adjustm

Interest rate swa

Change in unrealized gain (lo¢
Less: reclassification adjustment for gain includedet (loss) incom

Net change
Other comprehensive (loss) incol
Comprehensive (loss) incor

See notes to condensed consolidated financiahstates
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Fiscal Year Ended June 30

2014 2013 2012

$(146,40)  $(67,37)  $13,00:
(17) (16) (2

(49) (32) (35¢)

24 482 (1,139

— ) 8

24 47E (1,130

(42) 427 (1,490
$(146,44)  $(66,94)  $1151
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QUINSTREET, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands, except share data)

Accumulated Retained
Common Stock Treasury Stock Additional Other Earnings Total
Comprehensive  (Accumulated  Shareholders’
Paid-in
Shares Amount Shares Amount Capital Income (Loss) Deficit) Equity

Balance at June 30, 201 49,564,87 $ 5C (2,177,45) $ (7,779 $ 255,68' $ 51 $ 107,37  $ 355,38t
Issuance of common stock upon exercise of stodkmg 525,99! 1 — — 4,697 — — 4,69¢
Release of RSU 62,53( — — — — — — —
Stocl-based compensatic — — — — 12,99¢ — — 12,99¢
Withholding taxes on the net settlement of R¢ — — — — (417) — — (417)
Excess tax losses from st-based compensatic — — — — (699 — — (699
Repurchase of common sta — — (4,753,91)  (45,12¢) — — — (45,12¢)
Retirement of treasury stor (6,802,57) (8) 6,802,557 51,72% (51,719 — — —
Comprehensive incom

Net income — — — — — — 13,00: 13,00:

Unrealized gain (loss) on investme — — — — — ) — 2

Currency translation adjustmer — — — — — (35¢) — (35¢)

Unrealized (loss) gain on interest rate s\ — — — — — (1,130 — (1,130
Balance at June 30, 201 43,350,83 $ 43 (128,800 $ (1,17 $ 220,55. $ (1,439 $ 120,37¢  $ 338,35
Issuance of common stock upon exercise of stodkmg 120,50t — — — 457 — — 457
Release of RSU 53,91( — — — — — — —
Stocl-based compensatic — — — — 12,10¢ — — 12,10¢
Withholding taxes on the net settlement of R¢ — — — — (244) — — (244)
Excess tax benefits from stc-based compensatic — — — — 14C — — 14C
Repurchase of common sta — — (509,56} (4,979 — — — (4,979
Retirement of treasury stor (638,36") — 638,36! 6,157 (6,157) — — —
Comprehensive los

Net loss — — — — — — (67,377) (67,377)

Unrealized gain (loss) on investme — — — — — (16) — (1€)

Currency translation adjustmer — — — — — (32 — (32)

Unrealized (loss) gain on interest rate s\ — — — — — 47¢ — 47¢
Balance at June 30, 201 42,886,888 $ 43 — s — $ 22685 $ (1,019 $ 53,000 $ 278,89!
Issuance of common stock upon exercise of stodkmg 731,93t 1 — — 3,65: — — 3,65:
Release of RSU 407,08t — — — — — — —
Stocl-based compensatic — — — — 10,56: — — 10,56:
Withholding taxes on the net settlement of R¢ — — — — (2,95%) — — (2,959)
Excess tax benefits from stc-based compensatic — — — — 44t — — 44t
Comprehensive los —

Net loss — — — — — — (146,40¢) (146,40.)

Unrealized gain (loss) on investme — — — — — ()] — ()]

Currency translation adjustmet — — — — — (49 — (49)

Unrealized (loss) gain on interest rate s\ — — — — — 24 — 24
Balance at June 30, 201 44,02590 $ 44 — $ — $ 23955¢ $ (1,059 $ (93,39) $ 145,15:

See notes to consolidated financial statements
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Cash Flows from Operating Activities
Net (loss) incomi

Adjustments to reconcile net (loss) income to reshcprovided by operating activitie

Depreciation and amortizatic
Impairment of goodwil
Write-off of bank loan upfront fee

Provision for sales returns and doubtful accouetgivable

Stoclk-based compensatic
Excess tax benefits from stc-based compensatic
Other adjustments, n

Changes in assets and liabilities, net of effetecquisitions:

Accounts receivabl

Prepaid expenses and other as

Deferred taxe

Accounts payabl

Accrued liabilities

Deferred revenu

Other liabilities, noncurrer

Net cash provided by operating activit
Cash Flows from Investing Activities
Capital expenditure
Business acquisitior
Other intangible:
Internal software development co
Purchases of marketable securi
Proceeds from sales and maturities of marketalolerities
Proceeds from sale of investm
Other investing activitie
Net cash used in investing activiti

Cash Flows from Financing Activities
Proceeds from exercise of common stock opt
Proceeds from bank de
Principal payments on bank d¢
Payment of bank loan upfront fe
Principal payments on acquisit-related notes payab
Excess tax benefits from stc-based compensatic

Withholding taxes related to restricted stock metre settlemer

Repurchases of common stc
Net cash used in financing activiti

Effect of exchange rate changes on cash and casbaéts

Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe
Supplemental Disclosure of Cash Flow Information

Cash paid for intere:
Cash paid for taxe

Supplemental Disclosure of Noncash Investing and incing Activities
Notes payable issued in connection with busineggisitions

Retirement of treasury sto
Short term payable
Purchases of property and equipir

See notes to condensed consolidated financiahsémtes

QUINSTREET, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Fiscal Year Ended June 30

2014 2013 2012
$(146,40)  $(67,37)  $ 13,00
26,09 32,32 31,15¢(
95,64 92,35( —
— 68C —
(104) (781) 84
10,42¢ 12,01¢ 12,99¢
(54%) (15€) (197)
(1,117 14€ 59¢
(3,484 15,30¢ (1,989
(6,33)) 3,34¢ (2,617)
45,07 (30,75¢) 2,78:
53¢ (4,587) (376)
(161) (1,382) (7,405
(702) (725) (242)
(55¢) 251 (1,416)
18,37" 50,66: 46,37
(5,45%) (1,341) (2,26¢)
(87%) — (60,07%)
(2,816) (2,515) —
(2,492) (2,511) (2,379
(50,770 (51,030 (46,86/)
49,76¢ 49,91 45,00:
1,431 — —
474 17 30
(10,73 (7,469 (66,55)
3,32¢ 457 4,69¢
— — 5,88¢
(12,500) (7,500) (5,125)
(200) (1,370)
(2,959 (8,125 (3,366)
542 15€ 197
(1,95¢) (244) (417)
— (6,157) (43,94%)
(13539 (21,616 (43,44))
(47) 6 (139)
(5,940) 21,58¢ (63,75¢)
90,11’ 68,53 132,29(
$ 8417, $90,117 $ 68,53
3,76- 4,33: 3,78¢
1,56¢ 2,16: 13,72:
— — 5,09¢
— 6,157 51,72
— 2,50( —
— 2,041 —
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QUINSTREET, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. The Company

QuinStreet, Inc. (the “Company”) is a leader infpenance marketing online. The Company was incafgat in California on April 16,
1999 and reincorporated in Delaware on Decembe2@19. The Company provides vertically oriented@oner acquisition programs for its
clients. The corporate headquarters are locatédster City, California, with additional offices the United States, Brazil and India.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include tueants of the Company and its subsidiaries. Iotagany balances and transactions
have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethie United States of America (“GAAP”)
requires management to make estimates and assms it affect the reported amounts of assetsiahitities, disclosure of contingent assets
and liabilities at the date of the financial stadens and reported amounts of revenue and expeusag the reporting period. These estimates
are based on information available as of the dbteeofinancial statements; therefore, actual testduld differ from those estimates.

Revenue Recognition

Direct Marketing Services (“DMS”) revenue, whichnstituted more than 99% in fiscal year 2014, 2018 2012, is derived from fees
which are earned through the delivery of qualifiesds, clicks, calls, customers and, to a lessengxdisplay advertisements (“impressions”).
The Company recognizes revenue when persuasivermgdf an arrangement exists, delivery has oatutine fee is fixed or determinable i
collectability is reasonably assured. Deliveryéeohed to have occurred at the time a qualified, lelazk, call, customer or impression is
delivered to the client provided that no significabligations remain.

The Company allocates revenue in an arrangemeny tis¢ estimated selling price (“ESP”) of delivdeshif it does not have vendor-
specific objective evidence (“VSOE”") of selling geibased on historical stand-alone sales or thartdsvidence (“TPE”) of selling price. Due
to the unique nature of some of its multiple detaBe revenue arrangements, the Company may rattlbeo establish selling prices based on
historical stand-alone sales or third-party evigenikerefore the Company may use its best estitoastablish selling prices for these
arrangements under the new standard. The Compéatyliskes best estimates within a range of seflimges considering multiple factors
including, but not limited to, class of client, siaf transaction, available media inventory, pgcitrategies and market conditions. The
Company believes the use of the best estimatdlofgprice allows revenue recognition in a manoensistent with the underlying economics
of the transaction.

From time to time, the Company may agree to cieditent for certain leads, clicks, calls, custosn@rimpressions if they fail to meet
contractual or other guidelines of a particulaerti The Company has established a sales resesed ba historical experience. To date, such
credits have been within management’s expectations.
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For a portion of its revenue, the Company has agee¢s with providers of online media or traffic bishers, used in the generation of
leads, clicks, calls and customers. The Comparsjives a fee from its clients and pays a fee toiphbis as a portion of revenue generated or
on a cost per lead, cost per click or cost perghnd impressions basis. The Company is the priotaigor in the transaction. As a result, the
fees paid by the Company’s clients are recognize@@enue and the fees paid to its publishersnateded in cost of revenue.

All other revenue, which constituted less than h%dcal year 2014, 2013 and 2012, comprises tiupeand professional services fees
and (ii) usage fees. Set-up and professional sefeies that do not provide stand-alone value {@éeatare recognized over the contractual tern
of the agreement or the expected client relatignpbriod, whichever is longer, effective when tpplecation reaches the “go-live” date. The
Company defines the “go-live” date as the date wtherapplication enters into a production environhwe all essential functionalities have
been delivered. Usage fees are recognized on ahiydo#tsis as earned.

Deferred revenue is comprised of contractual lgliim excess of recognized revenue and paymerdis/egtin advance of revenue
recognition.

Concentrations of Credit Risk

Financial instruments that potentially subject@mmpany to significant concentrations of credik gensist principally of cash and cash
equivalents, marketable securities and accoungsvaagle. The Company'’s investment portfolio corssadtliquid high-quality fixed income US
government or municipal securities, certificatesleposit with financial institutions and money netriunds. Cash and certificates of deposit
are deposited with financial institutions that mgeraent believes are creditworthy. To date, the Gomas not experienced any losses on it:
investment portfolio.

The Company’s accounts receivable are derived fiigents located principally in the United StateeeTCompany performs ongoing
credit evaluation of its clients, does not requinélateral, and maintains allowances for potertialit losses on client accounts when deemed
necessary. No client accounted for 10% or moresbfincounts receivable or net revenue for eitiseafiyear 2014 or 2013.

Fair Value of Financial Instruments

The Company'’s financial instruments consist priaftipof cash equivalents, marketable securitiespants receivable, accounts payable
acquisition-related promissory notes, an interat& swap, short term payables, and a term loanfaihealue of the Company’s cash
equivalents is determined based on quoted pricastine markets for identical assets for its momeyket funds; and quoted prices for similar
instruments in active markets for its U.S municipadurities and certificates of deposit that matithin 90 days. The recorded values of the
Company’s accounts receivable and accounts paggipi@ximate their current fair values due to tHatieely short-term nature of these
accounts. The fair value of acquisition-relatednpissory notes and short term payables approxirhaie tecorded amounts as the interest rate
on similar financing arrangements available to@oepany at June 30, 2014 approximate the inteagss implied when these acquisition-
related promissory notes and short term payables argginally issued and recorded. The fair val@ithe interest rate swap is based upon fair
value quotes from the issuing bank and the Companmgsses the quotes for reasonableness by comhaingo the present values of expe
cash flows. The present value approach is basethegrvable market interest rate curves that arer@raurate with the terms of the interest
rate swaps. The carrying value represents theddile of the swaps, as adjusted for any non-pedao®a risk associated with the Company at
June 30, 2014. The Company believes that the &irevof the term loan approximates its recordeduarnat June 30, 2014 as the interest rate
on the term loan is variable and is based on mamketest rates and after consideration of defaudt credit risk.
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Cash and Cash Equivalents

All highly liquid investments with maturities of e months or less at the date of purchase arsifidalsas cash equivalents. Cash
equivalents consist primarily of money market furdsinicipal securities and certificates of depasih original maturities of three months or
less.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation and amortization, and areedggied on a straight-line basis over
the estimated useful lives of the assets, as fallow

Computer equipmet 3 years

Software 3 years

Furniture and fixture 3to 5 year:

Leasehold improvements the shorter of the lease term or the estimatedilbeés of the
improvements

Internal Software Development Costs

The Company incurs costs to develop software fi@rital use. The Company expenses all costs traere the planning and post-
implementation phases of development as productldpment expense. Costs incurred in the developpteage are capitalized and amortized
over the product’s estimated useful life if thedot is expected to have a useful life beyond sixtms. Costs associated with repair or
maintenance of existing sites or the developmeitgebsite content are included in cost of revemuthé accompanying statements of
operations. The Company’s policy is to amortizeitediped internal software development costs omaalpct-by-product basis using the
straight-line method over the estimated econorfecdf the application, which is generally two yearee Company capitalized $2.5 million,
$2.5 million, and $1.9 million in fiscal years 2022013 and 2012. Amortization of internal softwdexvelopment costs is reflected in cost of
revenue.

Goodwill

The Company conducts a test for the impairmenbofwill at the reporting unit level on at leastaamual basis and whenever there are
events or changes in circumstances that would fil@lg than not reduce the estimated fair valua oéporting unit below its carrying value.
Application of the goodwill impairment test requereidgment, including the identification of repagiunits, assigning assets and liabilities to
reporting units, assigning goodwill to reportingtanand determining the fair value of each repgrtinit. Significant judgments required to
estimate the fair value of reporting units incledimating future cash flows and determining appabd@ discount rates, growth rates, an
appropriate control premium and other assumptiGhanges in these estimates and assumptions cotédiafig affect the determination of fi
value for each reporting unit which could triggepiairment.

The Company has two reporting units for purposealotating and testing goodwill, DMS and DSS. Twmpany performed its annual
goodwill impairment test on April 30, 2014. Whileet Company is permitted to conduct a qualitatiseasment to determine whether it is
necessary to perform a two-step quantitative gobdwpairment test, for its annual goodwill impaiemt test in the fourth quarter of fiscal
2014, the Company performed a quantitative tesbédi of its reporting units.

In the first step of the annual impairment test, @Gompany compared the fair value of each repottimigto its carrying value. The
Company estimated the fair value of the DSS reponinit using only the income approach as marketparables were not meaningful. The
Company concluded that the carrying value of the

63



Table of Contents
Index to Financial Statements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

DSS reporting unit exceeded its estimated faireaherefore it performed a Step 2 analysis, asimedjand recorded a goodwill impairment
charge of $1.2 million for the entire goodwill ¢ IDSS reporting unit. The Company estimated tiresédue of our DMS reporting unit based
on the Company’s market capitalization and deteechithat there were no instances of impairmensiDMS reporting unit.

The Company'’s public market capitalization sustdiaelecline after June 30, 2014 primarily due so@ompany’s operating results in
the fourth quarter of fiscal year 2014, to a vdletow the net book carrying value of the Compamyjgity. As a result, the Company
determined that this triggered the necessity taloohan interim goodwill impairment test as of J80¢ 2014. The Company first tested the
long-lived assets related to the DMS reporting asibf June 30, 2014 and, based on the undiscooasidflows, determined that these assets
were not impaired.

A two-step process was then required to test gdbaapairment. The first step is to determine iéth is an indication of impairment by
comparing the estimated fair value to its carryratjie including goodwill. Goodwill is consideredpiired if the carrying value exceeds the
estimated fair value. Upon indication of impairmemnsecond step is performed to determine the ahafuihe impairment by comparing the
implied fair value of the reporting unit's goodwiliith its carrying value.

The Company estimated the fair value of its DMSorépg unit using a weighting of fair values dedvaost significantly from the
market approach which approximated the Companyiket@apitalization and to a lesser extent thenme@pproach. Under the market
approach, the Company utilize publicly-traded corapbe company information to determine revenueeaardings multiples that are used to
value its reporting units adjusted for an estimataotrol premium. As the DMS reporting unit repmasesubstantially the entire Company, the
market approach has been reconciled to the CompaarKet capitalization. Under the income approaoh,Gompany estimate the fair value
a reporting unit based on the present value ainestid future cash flows. Cash flow projectionsta®ed on management’s estimates of
revenue growth rates and operating margins, takitegconsideration industry and market conditioFtse discount rate used is based on the
weighted-average cost of capital adjusted for #hevant risk associated with business-specificaxttaristics and the uncertainty related to the
reporting unit’s ability to execute on the projettash flows.

The second step of the goodwill impairment testiregl the Company to fair value all assets andliies of its DMS reporting unit to
determine the implied fair value of goodwill. Ther@pany compared the implied fair value of the répgrunit’s goodwill to its carrying
value. This test resulted in a non-cash goodwiiamment charge in aggregate of $95.6 million far year ended June 30, 2014. The inputs
used to measure the estimated fair value of gobdvélclassified as a Level 3 fair value measurdrdea to the significance of unobservable
inputs in income approach using company specifarimation.

The Company recorded a non-cash goodwill impairmbatge in aggregate of $92.4 million for the yeaded June 30, 2013.

Long-Lived Assets

The Company evaluates lotiged assets, such as property and equipment aroth@sed intangible assets with finite lives, fopairmen:
whenever events or changes in circumstances irdibat the carrying value of an asset may not beverable. The Company applies
judgment when assessing the fair value of the assested on the undiscounted future cash flowssbetaare expected to generate
recognizes an impairment loss if estimated undistamlifuture cash flows expected to result fromube of the asset plus net proceeds exp
from disposition of the asset, if any, are lessitthee carrying value of the asset. When the Comdantifies an impairment, it reduces the
carrying amount of the asset to its estimatedviaine based on a
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discounted cash flow approach or, when availabteagopropriate, to comparable market values. Thegaomtested its long-lived assets
related to the DMS reporting unit as of June 3@,48nd, based on the undiscounted cash flows,mdigted that these assets were not impa

Advertising Costs

The Company expenses advertising costs the fingt the advertising takes place. The Company’s sidireg costs were $1.1 million in fiscal
2014. The Company did not incur any advertisingstor fiscal year 2013 and advertising costs v million in fiscal year 2012.

Income Taxes

The Company accounts for income taxes using art asddiability approach to record deferred taxidse Company’s deferred income
tax assets represent temporary differences betthedinancial statement carrying amount and thebtesis of existing assets and liabilities tha
will result in deductible amounts in future yea@ssed on estimates, the carrying value of the Cogipaet deferred tax assets assumes that
is more likely than not that the Company will béeaio generate sufficient future taxable incoméhim respective tax jurisdictions. The
Company’s judgments regarding future profitabilitgy change due to future market conditions, chaimg¥sS. or international tax laws and
other factors.

Foreign Currency Translation

The Company’s foreign operations are subject thvaxge rate fluctuations. The majority of the Conypmsales and expenses are
denominated in U.S. dollars. The functional curgefor the majority of the Company’s foreign subaitls is the U.S. dollar. For these
subsidiaries, assets and liabilities denominatddrigign currency are remeasured into U.S. doBaaurrent exchange rates for monetary asse
and liabilities and historical exchange rates fmnmonetary assets and liabilities. Net revenud, @fagvenue and expenses are generally
remeasured at average exchange rates in effecigdesich period. Gains and losses from foreign noyreemeasurement are included in other
income (expense), net. Certain foreign subsidiatésignate the local currency as their functionatency. For those subsidiaries, the assets
and liabilities are translated into U.S. dollar@athange rates in effect at the balance sheetldatame and expense items are translated at
average exchange rates for the period. The foigrency translation adjustments are included cualated other comprehensive loss as a
separate component of stockholders’ equity. Foreigrency transaction gains and losses are recandmtier income (expense), net and were
not material for any period presented.

Comprehensive (Loss) Income

Comprehensive (loss) income consists of two compisnaet (loss) income and other comprehensive @dger comprehensive loss
refers to revenue, expenses, gains, and lossegrttiat GAAP are recorded as an element of stocknsiléquity but are excluded from net
(loss) income. The Company’s comprehensive (lasgi)rme and accumulated other comprehensive lossstooé foreign currency translation
adjustments from those subsidiaries not using tise tbllar as their functional currency, unrealig@éhs and losses on marketable securities
categorized as available-for-sale and unrealizéusgand losses on the interest rate swap. Totalnaglated other comprehensive loss is
displayed as a separate component of stockholdgtsty.

Derivative Instrument

During the third quarter of fiscal year 2012, then@pany entered into an interest rate swap agrecimémeidge the interest rate exposure
relating to its borrowing under its term loan. T®empany does not speculate using derivative ingnisn The Company entered into this
derivative instrument arrangement solely for thgppae of risk management.
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The current and noncurrent portion of the interatt swap is recorded in accrued liabilities afptiabilities, noncurrent, respectively,
on the consolidated balance sheets at fair valsedbapon quoted market prices. Changes in thedhie of this interest rate swap are recol
in other comprehensive (loss) income because tingp@oy has designated the swap as a cash flow hédges or losses on the interest rate
swap as reported in other comprehensive (loss)iecare classified to interest expense in the pehededged item affects earnings. If the
term loan ceases to exist, any associated amogysted in other comprehensive (loss) income arassified to earnings at that time. Any
hedge ineffectiveness is recognized immediateBaimings in the current period. Refer to Note fQtDfor additional information regarding t
Company’s credit facility and interest rate swap.

Loss Contingencies

The Company is subject to the possibility of vasitmss contingencies arising in the ordinary coofdeusiness. Management considers
the likelihood of loss or impairment of an assethar incurrence of a liability, as well as its &hito reasonably estimate the amount of loss, in
determining loss contingencies. An estimated lasgisgency is accrued when it is probable thatsaethas been impaired or a liability has
been incurred and the amount of loss can be reboestimated. The Company regularly evaluatesetitiinformation available to its
management to determine whether such accrualséhbewddjusted and whether new accruals are required

From time to time, the Company is involved in diggsy litigation and other legal actions. The Conypatords a charge equal to at least
the minimum estimated liability for a loss contingg only when both of the following conditions anet: (i) information available prior to
issuance of the financial statements indicatesitligmprobable that an asset had been impairedliability had been incurred at the date of the
financial statements, and (ii) the range of lossloareasonably estimated. The actual liabilitgrig such matters may be materially different
from the Company'’s estimates, which could resuthanneed to adjust the liability and record addiil expenses.

Stock-Based Compensation

The Company measures and records the expensalrelagock-based transactions based on the faiesalf stock-based payment
awards, as determined on the date of grant. Tmastithe fair value of stock options, the Compagigcted the Black-Scholes option pricing
model. In applying the Black-Scholes option pricingdel, the Company’s determination of the faiueabf the stock option is affected by
assumptions regarding a number of highly compleksarbjective variables. These variables includéabel not limited to, the Company’s
expected stock price volatility over the term af #tock options and the employees’ actual and gtexjestock option exercise and pre-vesting
employment termination behaviors. The fair valueestricted stock units is determined based orlibe&ng price of the Company’s common
stock on the date of grant.

For awards with graded vesting the Company recegrstock-based compensation expense over theiteqgsvice period using the
straight-line method, based on awards ultimatepeeted to vest. The Company estimates future farfes at the date of grant and revises the
estimates, if necessary, in subsequent perioddutibforfeitures differ from those estimates. ReéfeNote 11, Stock Benefit Plans, for
additional information regarding stock-based conspdon.

401(k) Savings Plan

The Company sponsors a 401(k) defined contribytlan covering all U.S. employees. There were noleyep contributions under this
plan for fiscal years 2014, 2013 or 2012.
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Recent Accounting Pronouncements

In July 2012, the FASB issued an update to thewdang standard for intangibles. The revised steshdadate allows entities to use a
gualitative approach to test indefinite-lived ingébie assets for impairment. It permits an entityitst perform a qualitative assessment to
determine whether it is more-likely-than-not thHa fair value of an indefinite-lived intangible esi less than its carrying value. If it is
concluded that this is the case, it is necessapgtform the currently prescribed quantitative impant test by comparing the fair value of the
indefinite-lived intangible asset with its carryimglue. Otherwise, the quantitative impairment igsiot required. The Company’s adoption of
this accounting standard update during the fountirigr of fiscal 2014 did not have a material dffacthe Company’s consolidated financial
statements.

In February 2013, the FASB issued an update tatheunting standard for accumulated other compséheimcome (loss). The revised
standard update requires entities to present irdtbom about significant items reclassified out of@mnulated other comprehensive income
(loss) by component either on the face of the staté where net (loss) income is presented or aparate disclosure in the notes to the
financial statements. The Company’s adoption &f thvised standard update in the first quarteischf year 2014 did not have a material
impact on its financial position, results of op&ras or cash flows.

In July 2013, the FASB issued a new accountingdstechupdate on the financial presentation of urgeized tax benefits. The new
guidance provides that a liability related to amewognized tax benefit would be presented as reduof a deferred tax asset for a net
operating loss carryforward, a similar tax lossdax credit carryforward if such settlement isuieed or expected in the event the uncertair
position is disallowed. The new guidance becomfes®de July 1, 2015 for the Company and it shcaddapplied prospectively to
unrecognized tax benefits that exist at the effeatiate, although retrospective application is fiteth The Company does not believe that the
adoption will have a material effect on the Compapnsolidated financial statements.

In May 2014, the FASB issued a new accounting stahdpdate on revenue from contracts with clieft® new guidance provides that
an entity should recognize revenue to depict thestfier of promised goods or services to customeas iamount that reflects the consideration
to which the entity expects to be entitled in exaefor those goods or services. The new guidaaecerhes effective July 1, 2017 for the
Company. The Company is currently assessing thaétgf this new guidance.

In June 2014, the FASB issued a new accountinglatdrupdate on accounting for share-based paymém@s the terms of an award
provide that a performance target could be achievel the requisite service period, which amen8€A'18, “Compensation — Stock
Compensation.” The amendment provides guidancéeiréatment of shared-based payment awards sjplecific performance target,
requiring that a performance target that affectting and that could be achieved after the recussitvice period be treated as a performance
condition. The new guidance becomes effectiveifmal years, and interim periods within those yelaeginning after December 15, 2015 with
early adoption permitted. The Company is curreetigluating the impact of this guidance.

3. Net (Loss) Income per Share

Basic net (loss) income per share is computed \adidg net (loss) income by the weighted averagalmer of shares of common stock
outstanding during the period. Diluted net (los€pime per share is computed by using the weightethge number of shares of common
stock outstanding, including potential dilutive stmof common stock assuming the dilutive effeadbtanding stock options and restricted
stock units using the treasury stock method.
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The following table presents the calculation ofibasid diluted net (loss) income per share:

Fiscal Year Ended
2014 2013 2012
(In thousands, excep
per share data)

Numerator:
Basic and Diluted
Net (loss) incom $(146,40¢ $(67,377) $13,00:

Denominator
Basic and Diluted
Weighted average shares of common stock used ipaiimg basic and diluted net

(loss) income per sha 43,52¢ 42,81t 45,84¢
Diluted:
Weighted average shares of common stock used ipaiimg basic net (loss) income
per share 43,52¢ 42,81¢ 45,84¢
Weighted average effect of dilutive securiti
Stock options — — 1,00¢
Restricted stock uni — — 9
Weighted average shares of common stock used ipwtimy diluted net (loss) income
per share 43,52¢ 42,81¢ 46,85¢
Net (loss) income per shal
Basic $  (3.3¢ $ (1.57%) $ 0.2¢
Diluted @ $  (3.36) $ (1.59) $ 0.2¢
Securities excluded from weighted average shamed imscomputing diluted net loss per share
because the effect would have been-dilutive: @ 8,84: 9,417 6,74¢

@ Diluted EPS does not reflect any potential comntonlsrelating to stock options or restricted staoks due to net loss incurred for the

years ended June 30, 2014 and 2013. The assurneddssof any additional shares would be-dilutive.

® " These weighted shares relate to anti-dilutive stgations and restricted stock units as calculasiaguthe treasury stock method and

could be dilutive in the future

4. Fair Value Measurements and Marketable Securitie
Fair Value Measurements

Fair value is defined as the price that would lmeireed on sale of an asset or paid to transfextdity (“exit price”) in an orderly
transaction between market participants at the ureasent date. The FASB has established a fair \d@krarchy that distinguishes between
(1) market participant assumptions developed basadarket data obtained from independent sourdese(@able inputs) and (2) an entity’s
own assumptions about market participant assunptieneloped based on the best information availalitee circumstances (unobservable
inputs). The fair value hierarchy consists of thoeaad levels, which gives the highest priorityuttadjusted quoted prices in active markets fol
identical assets or liabilities (Level 1) and thesést priority to unobservable inputs (Level 3).
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The three levels of the fair value hierarchy urttierguidance for fair value measurement are desitielow:

Level 1 — Inputs are unadjusted quoted prices fivaenarkets for identical assets or liabilitiesicing inputs are based upon
quoted prices in active markets for identical assetiabilities that the reporting entity has #islity to access at the measurement date.
The valuations are based on quoted prices of thenying security that are readily and regularlgitable in an active market, and
accordingly, a significant degree of judgment is egjuired. As of June 30, 2014 and 2013, the Compaed Level 1 assumptions for
money market funds.

Level 2 —Pricing inputs are based upon quoted prices follairimstruments in active markets, quoted prie@sdentical or simils
instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are observable in
the market or can be corroborated by observabl&ehdata for substantially the full term of theeatssor liabilities. As of June 30, 2014
and 2013, the Company used Level 2 assumptioritsfor.S. municipal securities, certificates of deipcacquisition-related promissory
notes, term loan, and interest rate swap.

Level 3 — Pricing inputs are generally unobservdbighe assets or liabilities and include situasiavhere there is little, if any,
market activity for the investment. The inputs itlte determination of fair value require managefsgntigment or estimation of
assumptions that market participants would useiging the assets or liabilities. The fair values therefore determined using model-
based techniques that include option pricing modi¢sounted cash flow models, and similar techesgés of June 30, 2014 and 2013,
the Company did not have any Level 3 financial &sseliabilities.

The Company'’s financial assets and liabilities fa3ume 30, 2014 and 2013 were categorized as fellnvthe fair value hierarchy (in
thousands):

Fair Value Measurements as of June 30, 2014 Usi

Quoted Prices in Significant Other
Active Markets
for Identical Assets Observable
Inputs
(Level 1) (Level 2) Total
Assets:
U.S. municipal securitie $ — $ 12,81¢ $ 12,81¢
Certificates of depos — 26,29: 26,29:
Money market fund 38,64 — 38,64
$ 38,64 $ 39,10¢ $ 77,75(
Liabilities:
Acquisitior-related promissory note? $ — $ 602 $ 602
Term loan® — 76,66( 76,66(
Interest rate swa — 63C 63C
$ — $ 77,89 $ 77,89
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Fair Value Measurements as of June 30, 2013 Usi

Quoted Prices in Significant Other
Active Markets
for Identical Assets Observable
Inputs
(Level 1) (Level 2) Total
Assets:
U.S. municipal securitie $ — $ 25,54« $25,54¢
Certificates of depos — 16,92 16,92:
Money market fund 38,46¢ 38,46¢
$ 38,46¢ $ 42,46 $80,93:
Liabilities:
Acquisitior-related promissory not«® $ — $ 3,87t $ 3,87¢
Term loan® — 88,80: 88,80:
Interest rate swa — 65E 65E
$ — $ 93,33: $93,33:

@ These liabilities are carried at historical costloa Compan's consolidated balance she

Marketable Securities

All liquid investments with maturities of three ntha or less at the date of purchase are classifiaxhsh equivalents. Investments with
maturities greater than three months at the dapeiahase are classified as marketable secufittesCompany’s marketable securities have
been classified and accounted for as availablesdite: Management determines the appropriate Gtzgfin of its investments at the time of
purchase and reevaluates the available-for-salgra®®n as of each balance sheet date. Availablsdle securities are carried at fair value,
with unrealized gains and losses, net of tax, tepan accumulated comprehensive loss as a compohstockholders’ equity. These
available-for-sale securities are presented agtiassets as they are available for current apagat

The following table summarizes unrealized gainslasdes related to available-for-sale securitiéd he the Company as of June 30,
2014 and 2013 (in thousands):

As of June 30 201
Gross Gross Gross Estimated
Amortized Unrealizec Unrealizec
Fair
Cost Gains Losses Value
U.S. municipal securities $12,81: $ 4 $ — $12,81¢
Certificates of depos 26,33( — 37 26,29
Money market fund 38,64 — — 38,64
$77,78: $ 4 $ 37 $77,75(
As of June 30, 201:
Gross Gross Gross Estimated
Amortized Unrealizec Unrealizec
Fair
Cost Gains Losses _Value
U.S. municipal securities $25,53¢ $ 6 $ — $25,54¢
Certificates of depos 16,94¢ — 22 16,92:
Money market fund 38,46: — — 38,46¢

$80,94¢ $ 6 $ 22 $80,93:
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5. Balance Sheet Components
Accounts Receivable, Net
Accounts receivable, net are comprised of the faglig (in thousands):

June 30,
2014 2013
Accounts receivable $43,90: $40,417
Less: Allowance for doubtful accour (369 (264)
Less: Allowance for sales retur 1,55¢ (1,762)
$41,97¢ $38,39:
Property and Equipment, Net
Property and equipment, net is comprised of thevehg (in thousands):
June 30,
__2014 __2013
Computer equipment $ 15,11 $12,29:
Software 10,50¢ 9,14¢
Furniture and fixture 3,02« 2,78(
Leasehold improvemen 1,79¢ 1,862
Internal software development co 23,60 21,10¢
54,04: 47,18¢
Less: Accumulated depreciation and amortiza (42,916 (37,48)
$11,12¢ $ 9,707

Depreciation expense was $3.9 million, $3.3 milleord $3.3 million for fiscal years 2014, 2013 afd2 Amortization expense related
to internal software development costs was $2.6anjl$2.2 million and $1.9 million for fiscal yeaR014, 2013 and 2012.

Accrued liabilities
Accrued liabilities are comprised of the followifig thousands):

June 30
2014 2013
Accrued media costs $14,40° $14,65’
Accrued compensation and related expenses andpayable 7,10: 8,17¢
Accrued professional service and other businessresqs 6,34¢ 8,06
Total accrued liabilitie: $27,85¢ $30,90¢
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6. Acquisitions
Acquisitions in Fiscal Year 2014

In December 2013, the Company acquired the opesatban online publishing business in exchang&®® million in cash paid upon
closing of the acquisition.

Acquisitions in Fiscal Year 2013
The Company did not complete any acquisitions dyfiscal year 2013.

Acquisitions in Fiscal Year 2012
Acquisition of Ziff Davis Enterprise

On February 3, 2012, the Company acquired certsnata of Ziff Davis Enterprise from Enterprise Me@iroup, Inc., a New York-based
online media and marketing company in the busitedsisiness technology market, for $17.3 milliorcésh, to broaden its registered user
database and brand name in the business-to-busands®logy market. The results of the acquiredtassf Ziff Davis Enterprise have been
included in the consolidated financial statemeintsesthe acquisition date.

Amount

(in thousands
Cash $ 17,27(

The asset acquisition was accounted for as a psedhasiness combination. The Company allocateduhehase price to tangible assets
acquired, liabilities assumed and identifiable mgible assets acquired based on their estimateddhies. The excess of the purchase price
over the aggregate fair value was recorded as gitloditve goodwill is deductible for tax purposeserlfollowing table summarizes the
preliminary allocation of the purchase price areléltimated useful lives of the identifiable intdahgyassets acquired as of the date of the
acquisition (in thousands):

Estimated
Fair Estimated
Value Useful Life

Liabilities assumed $ (25t
Customer/publisher/advertiser relationst 4,12( 5 years
Content 50C 2 years
Website/trade/domain nam 4,63( 5 years
Registered user databe 6,32( 3 years
Goodwill 1,95¢ Indefinite

$17,27(

Acquisition of NarrowCast Group, LLC (“IT Busineskdge” or “ITBE”)

On August 25, 2011, the Company acquired 100%ebthtstanding equity interests of ITBE, in exchafugeb24.0 million in cash, to
broaden its registered user database and mediasaiccihe business-to-business technology marketr@sults of ITBES operations have be
included in the consolidated financial statemeirtsesthe acquisition date.

Amount

(in thousands
Cash $ 23,96.
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The ITBE acquisition was accounted for as a purelasiness combination. The Company allocated thehpse price to tangible assets
acquired, liabilities assumed and identifiable figible assets acquired based on their estimateddhies. The excess of the purchase price
over the aggregate fair value was recorded as gitloditve goodwill is deductible for tax purposeselfollowing table summarizes the
preliminary allocation of the purchase price aneléstimated useful lives of the identifiable intdahgyassets acquired as of the date of the
acquisition (in thousands):

Estimated
Fair Estimated
Value Useful Life
Tangible assets acquired $ 3,597
Liabilities assumei (1,869
Customer/publisher/advertiser relationst 3,23( 5 years
Content 42C 2 years
Website/trade/domain nam 2,22( 5 years
Registered user databe 4,22( 3 years
Noncompete agreemer 10C 3 years
Goodwill 12,04: Indefinite
$23,96

Other Acquisitions in Fiscal Year 2012

During fiscal year 2012, in addition to the acqtdsi of certain assets of Ziff Davis Enterprised dne acquisition of ITBE, the Company
also acquired operations from eleven other onlungiphing businesses in exchange for an aggred#t®4o6 million in cash, $3.1 million in
non-interest-bearing, promissory notes payable ay@ariod of two years, secured by the assets mahjun respect to which the notes were
issued and $2.1 million in non-interest-bearingsegured promissory notes payable over a period®fyear. The Company also recorded $4.!
million in earn-out payments related to a prioripgracquisition as an addition to goodwill. The @ggate purchase price recorded was as
follows (in thousands):

Amount
Cash $14,62(
Fair value of debt (net of $99 of imputed intert 9,69¢
$24,31¢

The acquisitions were accounted for as purchasedrscombinations. In each of the acquisitiors,Gbmpany allocated the purchase
price to identifiable intangible assets acquiresdobon their estimated fair values. The exceslsepurchase price over the aggregate fair v
was recorded as goodwill. The goodwill is deduetitar tax purposes. The following table summaribespreliminary allocation of the
purchase price and the estimated useful liveseid@ntifiable intangible assets acquired as ofitite of the acquisition (in thousands):

Estimated Estimated

Fair Value Useful Life
Customer/publisher/advertiser relationships $ 43¢ 3-5 years
Content 4,54( 2-5 years
Website/trade/domain nam 1,25( 4-8 years
Acquired technology and oth 561 4-5 years
Noncompete agreemer 87 1-3.5 year:
Goodwill 17,441 Indefinite

$ 24,31¢
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7. Intangible Assets, Net and Goodwiill
Intangible assets, net consisted of the followinglfousands):

June 30, 201« June 30, 201%
Gross Accumulated Net Gross Accumulated Net
Carrying Carrying Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
Customer/publisher/advertiser relationships $ 37,04C $ (31,18) $ 5855 ¢ 37,038 $ (28,32) $ 8,71
Content 62,19¢ (50,349  11,84¢ 62,02¢ (43,05)  18,97:
Website/trade/domain nam 31,65: (21,487 10,17( 31,59 (17,409 14,19
Acquired technology and othe 36,744 (33,176 3,56¢ 36,42¢ (27,827) 8,60¢

$167,63: $(136,19) $31,44. $167,08! $(116,59) $50,48¢

Amortization of intangible assets was $19.6 milli6@6.8 million and $26.0 million for fiscal yea2814, 2013 and 2012.

The Company licensed certain patents for $4.9 onilduring the second quarter of fiscal year 2018, these patents and related short
term payables are recorded in other intangibletasset and accrued liabilities, respectively, lne ¢ondensed consolidated balance sheet.
Based on the Company’s analysis, using a relighfroyalty method, the Company determined that siqroof the license fee for these patents
represents the cumulative cost relating to pri@rgeAs such, the Company recorded $2.4 millioa elsarge to cost of revenue during the
second quarter of fiscal year 2013. The remainingumnt will be amortized over the remaining lifetbé patents.

Amortization expense for the Company’s acquisitielated intangible assets as of June 30, 2014aftr ef the next five years and
thereafter is as follows (in thousands):

Year Ending June 30, Amortization
2015 $ 12,51
2016 8,94
2017 6,114
2018 2,20z
2019 767
Thereaftel 89¢

$ 31,44

The changes in the carrying amount of goodwillffecal years 2014 and 2013 were as follows (in Hamals):

DMS DSS Total

Balance at June 30, 2012 $241,81¢ $ 1,231 $243,04¢
Additions — — —

Other (243 — (243)
Impairment (92,350) — (92,350
Balance at June 30, 20 $149,22! $ 1,231 $150,45¢
Additions 63€ — 63€
Other — — —

Impairment (94,410) (1,239 (95,64)
Balance at June 30, 20 $ 55,45! $ — $ 55,45
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The additions to goodwill relate to the Companycgusitions as described in Note 6, Acquisitionms] arimarily reflect the value of the
synergies expected to be generated from combihim@bmpany’s technology and know-how with the aeglibusinesses’ access to online
visitors. Any change in goodwill amounts resultingm foreign currency translation are presentetiiber” in the above table. The
impairment charge recorded during fiscal years 20d2013 is described in Note 2, Summary of Sicgnit Accounting Policies.

8. Income Taxes
The components of (loss) income before income taress follows (in thousands):

Fiscal Year Ended June 30

2014 2013 2012
us $(109,25) $(89,08)) $23,95;
Foreign (93¢) (4,886 17t

$(110,199  $(93,979  $24,13:

The components of the provision for (benefit fraa¥es are as follows (in thousands):

Fiscal Year Ended June 30

2014 2013 2012

Current

Federa $(8,88%) $ 3,38¢ $10,41"

State 379 577 415

Foreign 361 36E 291
Total current provision for income tax (8,89¢) 4,33( 11,12
Deferred

Federa $42,84: $(29,769) $ (719

State 2,26t (1,249 664

Foreign — 81 65
Total deferred provision for (benefit from) incoraxes 45,10° (30,93) 1C
Provision for (benefit from) income tax $36,20¢ $(26,607) $11,13:

The reconciliation between the statutory federabme tax and the Compamyeffective tax rates as a percentage of incommrdéficom:
taxes is as follows:

Fiscal Year Ended

June 30,
2014 2013 2012
Federal tax rate 34.(% 35.(% 35.(%
States taxes, net of federal ben 2.0% 0.€% 3.7%
Foreign rate differentic (0.6)% (1.1)% —
Stocl-based compensation expel (3.6% (1.7% 8.2%
Change in valuation allowan: (60.5% (1.0% —
Impairment of goodwil (4.9% (4.6)% —
Research and development cre 0.2% — —
Other (0.7% _0.8% (0.8%
Effective income tax rat (32.9% 28.2% 46.1%
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The components of the current and long-term deddar assets, net are as follows (in thousands):

Fiscal Year Ended

June 30,
2014 2013
Current:
Reserves and accru: $ 2,68¢ $ 2,88¢
Stock options 2,03t 2,64
Deferred revenu — 95
Intangible assel — —
Other 91 1,12¢
Net operating los — —
Total current deferred tax ass 4,81z 6,75¢
Valuation allowance ST (4,589 —
Current deferred tax assets, $ 22¢ $ 6,75¢
Noncurrent;
Reserves and accru: $ 1,30¢ $ 2,067
Stock options 6,10¢ 7,94z
Intangible assel 57,08: 32,66¢
Net operating los 25t —
Fixed asset (1,199 (1,442
Foreign — —
Tax Credits 1,56¢ —
Other 167 —
Total noncurrent deferred tax ass 65,29t 41,23¢
Valuation allowance LT (63,587 (947
Noncurrent deferred tax assets, $ 1,712 $40,28¢
Total deferred tax assets, | $ 1,93t $47,04:

The Company regularly assesses the need for aticadusdlowance against its deferred tax assetsiifiignt judgment is required to
determine whether a valuation allowance is necgssad the amount of such valuation allowance, ffrapriate. The Company considers alll
available evidence, both positive and negativesteminine, based on the weight of available evidewbether it is more likely than not that
some or all of the deferred tax assets will notdadized. In evaluating the need for a valuatidovednce the Company considers, among othe
things, the nature, frequency and severity of curaed cumulative losses, forecasts of future tabfiity, and the duration of statutory
carryforward periods. The Company determined thatsignificant negative evidence associated withudative losses in recent periods and
current results outweighed the positive evidencef &cember 31, 2013 and accordingly, the nean-tealization of certain of these assets
was deemed unlikely. The Company recorded a onertimn-cash charge to income tax expense of $4illidmio establish a valuation
allowance against a significant portion of its diefd tax assets in the second quarter of fiscadt 20the Company will continue to assess the
likelihood that the deferred tax assets will bdizahle at each reporting period and the valuagibowance will be adjusted accordingly.

The change in the valuation allowance was $67.Ramiprimarily related to setting up the valuatialfowance and including a valuation
of the Company’s deferred tax assets in the UrSitaties.

76



Table of Contents
Index to Financial Statements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

As of June 30, 2014, the Company had no Federahtipg loss carry-forwards. The state operating keryforward is approximately
$5.2 million. Included in the California and otletate NOL carryovers above $0.2 million and $0.Rioni, respectively, relate to stock option
windfall deductions which, when realized will bedited to equity. The operating loss carryforwarthie India jurisdiction is approximately
$2.7 million which will begin to expire on June 3M20. The Company has Federal and California resemd development tax credit carry-
forwards of approximately $0.3 million and $2.8 Iioih, respectively, to offset future taxable incorfibe Federal research and development
tax credits, if not used, will begin to expire amé 30, 2034, while the state tax credit carry-8mds do not have an expiration date and may |
carried forward indefinitely.

United States federal income taxes have not bemrided for the $2.1 million of cumulative undistiiied earnings of the Company’s
foreign subsidiaries as of June 30, 2014. The Cayipgresent intention is that such undistributathangs be permanently reinvested
offshore, with the exception of the undistributedreéngs of its Canadian subsidiary. The Companylavba subject to additional United States
taxes if these earnings were repatriated. The atafuhe unrecognized deferred income tax liabitédated to these earnings is not practical t
estimate.

A reconciliation of the beginning and ending ameurftunrecognized tax benefits is as follows (iouands):

Fiscal Year
2014 2013 2012
Balance at the beginning of the year $2,69: $2,43¢ $2,31:
Gross increase- current period tax positior 37¢ 38¢ 351
Gross increase- prior period tax position 323 132 —
Reductions as a result of lapsed statute of limitat 317) (265) (227)
Balance at the end of the ye $3,07i $2,69:2 $2,43¢

The Company’s policy is to include interest andgiees related to unrecognized tax benefits withenCompanys (provision for) benet
from income taxes. As of June 30, 2014, the Compsyaccrued $1.0 million for interest and persitédated to the unrecognized tax
benefits. The balance of unrecognized tax benafitsthe related interest and penalties is recaadeddnoncurrent liability on the Company’s
consolidated balance sheet.

As of June 30, 2014, unrecognized tax benefits3af $illion, if recognized, would affect the Compameffective tax rate. The Compe
does not anticipate that the amount of existingeoognized tax benefits will significantly increawedecrease within the next 12 months.

The Company is no longer subject to U.S. fedetatesand local, or non-U.S., income tax examinationtax authorities for years before
2009. The Company files income tax returns in théddl States, various U.S. states and certaingoreirisdictions. As of June 30, 2014, the
tax years 2011 through 2013 remain open in the, th8.tax years 2009 through 2013 remain opendrvénious state jurisdictions, and the tax
years 2011 through 2013 remain open in variouddorgirisdictions.

9. Debt
Credit Facility

In November 2011, the Company entered into the iI8kéanended and Restated Revolving Credit and TesemlAgreement (“Second
Loan Agreement”) with Comerica Bank (the “Banketadministrative agent and lead arranger. Therfselcoan Agreement consists of a
$100.0 million five-year term loan, with annualmaripal amortization of 5%, 10%, 15%, 20% and 5084 a $200.0 million five-year
revolving credit line.
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On February 15, 2013, the Company entered int&-itts®¢ Amendment to Credit Agreement and Amendme@uaranty (“First
Amendment”) with the Bank to, among other thind9:gmend the definition of EBITDA, effective asdé&cember 31, 2012, to exclude
extraordinary or non-recurring non-cash expenséssses including, without limitation, goodwill impgments, and any extraordinary or non-
recurring cash expenses in an aggregate amouit eagteed $5.0 million for the life of the Secormhh Agreement; and (2) reduce the $200.!
million five-year revolving credit line portion of the facility $100.0 million, effective as of February 15, 300n July 17, 2014, the Compz
entered into the Second Amendment to Credit Agre¢ifi8econd Amendment”) with the Bank to, amongeottihings, amend the financial
covenants and reduce the revolving loan faciligrfr$100.0 million to $50.0 million, each effectiae of June 30, 2014.

Borrowings under the Second Loan Agreement areredday substantially all of the Company’s asseterest is payable at a rate
computed using either Base rate or Eurodollarphts an applicable margin, at the Company’s optRase rate is defined as the applicable
margin plus the greatest of (a) the Prime Ratetich day, (b) the Federal Funds Effective Ratdfeceon such day, plus 1% and (c) the Daily
Adjusting LIBOR Rate plus 1%. Base rate borrowibgar interest at a Base rate plus an applicablgimathich varies from (1) 0.625% to
1.375% for revolving loans and (2) 1.00% to 1.7%¥térm loans, depending on the Company’s fundéd weEBITDA ratio. Eurodollar rate
borrowings bear interest at the Eurodollar rate jgin applicable margin which varies from (1) 1.628%.375% for revolving loans and
(2) 2.00% to 2.75% for term loans, depending onGhmpany’s funded debt to EBITDA ratio. Pursuanth® Second Amendment, for the
period beginning on the effective date of the Sdcdmendment until the delivery of financial statertsefor the fiscal quarter ending
December 31, 2015, (1) the applicable margin faeBate borrowings is set at (a) 1.375% for revg\toans or (b) 1.75% for term loans, and
(2) the applicable margin for Eurodollar rate barmygs is set at (a) 2.375% for revolving loansk)rZ.75% for term loans. Thereafter, the
applicable margin varies depending on our funddd tteEBITDA ratio, as described above.

EBITDA is defined as net (loss) income less (priavisfor) benefit from taxes, depreciation expemseprtization expense, stock-based
compensation expense, interest and other inconpeiee), acquisition costs for business combinatiextsaordinary or non-recurring non-
cash expenses or losses including, without linutatgoodwill impairments, and any extraordinannon-recurring cash expenses in an
aggregate amount not to exceed $5.0 million forlifeeof this Second Loan Agreement. The revolviogn facility requires an annual facility
fee of 0.375% of the revolving credit line capacity

The Second Loan Agreement expires in November 2Di®.Second Loan Agreement, as amended, restieiSampany’s ability to
raise additional debt financing and pay divideradg] also requires the Company to comply with otteefinancial covenants. In addition, the
Company is required to maintain financial covenast$ollows:

1. A minimum fixed charge coverage ratio as ofahd of each fiscal quarter of not less than:

(a) 1.00:1:00 for the period between SeptembeRB05 and June 30, 2016; and

(b) 1.15:1:00 for the period beginning July 1, 2@b@ thereafter.

The fixed charge coverage ratio is not tested timilfiscal quarter ending September 30, 2015.
2. Minimum EBITDA as of the end of each fiscal deaof not less than:

(a) $1 for the period between April 1, 2014 andel8, 2015;

(b) $3,400,000 for the period between July 1, 2818 September 30, 2015;

(c) $3,200,000 for the period between October 152nd December 31, 2015.

EBITDA is not tested after the fiscal quarter emgdidecember 31, 2015.
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3. Minimum liquidity as of the end of each monthnot less than $20,000,000.
The Company was in compliance with the covenante@BSecond Loan Agreement, as amended, as of30u2014 and 2013.

Upfront arrangement fees incurred in connectiomwie Second Amendment totaled $0.3 million andlvaldeferred and amortized o
the remaining term of the arrangement.

Upfront arrangement fees incurred in connectiomwhie First Amendment totaled $0.2 million and weegerred and will be amortized
over the remaining term of the arrangement. In ection with the reduction of the revolving credlitd capacity, during the third quarter of
fiscal year 2013 the Company accelerated amonizatf approximately $0.7 million of unamortized eleéd upfront costs.

As of June 30, 2014 and June 30, 2013, $77.5 midied $90.0 million were outstanding under the tkyam. There were no outstanding
balances under the revolving credit line as of Bhe014 or 2013.

Interest Rate Swap

As discussed in the derivative instrument sectioNate 2, Summary of Significant Accounting Polgithe Company entered into an
interest rate swap to reduce its exposure to ttandial impact of changing interest rates undeeits loan. The swap encompasses the
principal balances scheduled to be outstandind darmary 1, 2014 and thereafter, such principalarhtotaling $85.0 million in January 2(
and amortizing to $35.0 million in November 2016&¢€Teffective date of the swap is April 9, 2012 vatmaturity date of November 4, 2016
June 30, 2014, the Company had approximately $¥ilion of notional amount outstanding in the swagreement that exchanges a variable
interest rate base (Eurodollar margin) for a fikedrest rate of 0.97% over the term of the agregniehis interest rate swap is designated as
cash flow hedge of the interest rate risk attribledo forecasted variable interest payments. Tleetéve portion of the fair value gains or
losses on this swap are included as a componeamcoimulated other comprehensive loss.

At June 30, 2014, the fair value of the interest swap liability was $0.6 million, of which $0.5lhon was classified in current accrued
liabilities and $0.1 million was classified as narrent other liabilities, and the hedge effectieetion of the interest rate swap was $0.6
million.

Promissory Notes

The Company did not issue any promissory notesaalfyear 2014 and 2013. During fiscal year 2@4€,Company issued total
promissory notes for the acquisition of businesge®b.1 million net of imputed interest amount 6 B million. All of the promissory notes are
non-interest-bearing. For these notes, interestimvpated such that the notes carry an interesto@t@mensurate with that available to the
Company in the market for similar debt instrumeniscretion of promissory notes of $0.1 million, $@nillion and $0.3 million was recorded
as interest expense during fiscal years 2014, 20813012. Certain of the promissory notes are tesllized by the assets acquired with res
to which the notes were issued.
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Debt Maturities
The maturities of debt as of June 30, 2014 weffelksvs (in thousands):

Promissory

Second Loat
Year Ending June 30, Notes Agreement
2015 $ 56C $ 17,50(
2016 50 20,00¢(
2017 — 40,00(
2018 — —
2019 — —
61C 77,50(
Less: imputed interest and unamortized disco @) (840
Less: current portio (556) (17,149
Noncurrent portion of del $ 47 $ 59,51¢

Letters of Credit

The Company has a $0.4 million letter of crediteggnent with a financial institution that is usedcalateral for fidelity bonds placed
with an insurance company and a $0.5 million letfesredit agreement with a financial institutidvat is used as collateral for the Company’s
corporate headquarters’ operating lease. The $atfecredit automatically renew annually withouteamdment unless cancelled by the financial
institutions within 30 days of the annual expiratitate.

10. Commitments and Contingencies
Leases

The Company leases office space and equipment matecancelable operating leases with various etipit dates through fiscal year
2019. Rent expense for fiscal years 2014, 201284@ was $3.6 million, $3.4 million and $3.4 miilioThe Company recognizes rent expens
on a straight-line basis over the lease periodamedues for rent expense incurred but not paid.

Future annual minimum lease payments under allanmcelable operating leases as of June 30, 2014agdlows (in thousands):

Operating
Year Ending June 30, Leases
2015 $ 3,541
2016 3,582
2017 3,12¢
2018 3,06:
2019 1,09¢

$14,40¢

In February 2010, the Company entered into a lagssement for its corporate headquarters locat@8@iT ower Lane, Foster City,
California. The term of the lease began on Noverib@010 and expires on October 31, 2018. The Cagnpas the option to extend the term
of the lease twice by one additional year. The
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monthly base rent was abated for the first 12 aiemonths under the lease, and was $0.1 millimutih the 24th calendar month of the term
of the lease. Monthly base rent increased to $@lmfor the subsequent 12 months and now in@sapproximately 3% after each ta@nth
anniversary during the remaining term, including artensions under options to extend.

Guarantor Arrangements

The Company has agreements whereby it indemntBexfficers and directors for certain events orusmnces while the officer or
director is, or was, serving at the Company’s retjiresuch capacity. The term of the indemnificaieriod is for the officer or director’'s
lifetime. The maximum potential amount of futureypeents the Company could be required to make uth@se indemnification agreements is
unlimited; however, the Company has a director @ffider insurance policy that limits its exposuredanables the Company to recover a
portion of any future amounts paid under certaiowrnstances and subject to deductibles and exalsisis a result of its insurance policy
coverage, the Company believes the estimated dhilevof these indemnification agreements is noenet Accordingly, the Company had no
liabilities recorded for these agreements as oé By 2014 and June 30, 2013.

In the ordinary course of its business, the Comgeom time to time enters into standard indemntfma provisions in its agreements
with its clients. Pursuant to these provisions,Gloenpany may be obligated to indemnify its clidiotscertain losses suffered or incurred,
including losses arising from violations of appbtalaw by the Company or by its third-party pubéss, losses arising from actions or
omissions of the Company or its third-party puldish and for third-party claims that a Company pobdnfringed upon a third party’s
intellectual property rights. Where practicables @ompany limits its liabilities under such indetigs. Subject to these limitations, the term of
such indemnity provisions is generally coterminaith the corresponding agreements but in some casgs/es for a short period of time at
termination of the agreement.

The potential amount of future payments to defemeslits or settle indemnified claims under thesemnification provisions is
generally limited and the Company believes thexestiéd fair value of these indemnity provisionsas material. The payments under such
agreements to date have not been significant atmt@iagly, the Company had no liabilities recordedthese agreements as of June 30, 201«
and 2013.

Litigation

In December 2012, Internet Patents CorporationG”)Riled a patent infringement lawsuit against ttempany in the United States
District Court for the Northern District of Califoia, alleging that the Company has infringed amateld by IPC. In September 2013, the ¢
dismissed a related case because it found thgiatieat is invalid, and on the same date, the é¢ssumed IPC an Order to Show Cause that the
lawsuit against the Company should not be dismidse@ctober 2013, IPC filed a response to the made the court subsequently dismissed
the case against the Company. In January 2014fil&{dts appeal in the United States Court of Aglsdor the Federal Circuit. While the
Company denies IPC'’s claims and believes that tblkgbility of any loss is remote, there can be seugance that the Company will prevail in
this matter and any adverse ruling or settlement ngae a significant impact on its business andaipw®y results. In addition, regardless of the
outcome of the matter, the Company may incur sicpmift legal fees defending the action until itésalved.

11. Stock Benefit Plans
Stock-Based Compensation

In fiscal years 2014, 2013 and 2012, the Compacgrded stock-based compensation expense of $10idnn$12.0 million, and $13.0
million resulting in the recognition of related tax benefits (loss) of $0.5
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million, $0.1 million and $(0.7) million. The Compgincluded as part of cash flows from financingj\aiies a gross benefit of tax deductions
of $0.5 million, $0.2 million and $0.2 million insical years 2014, 2013 and 2012 related to stoskéaompensation.

Stock Incentive Plans

In November 2009, the Company’s board of directmispted the 2010 Equity Incentive Plan (the “20id¢ehtive Plan”) and the
Company’s stockholders approved the 2010 Inceftlge in January 2010. The 2010 Incentive Plan beaffective upon the completion of
the IPO of the Company’s common stock in Febru@®302 Awards granted after January 2008 but befwreatioption of the 2010 Incentive
Plan continue to be governed by the terms of tl8 ZHyuity Incentive Plan (the “2008 Plan”). All standing stock awards granted before
January 2008 continue to be governed by the tefrtfedCompany’s amended and restated 1999 Equinkive Plan (the “1999 Plan”).

The 2010 Incentive Plan provides for the granhogntive stock options (“ISOs”), nonstatutory stogiions (“NQSOs”)restricted stocl
restricted stock units, stock appreciation rightsformancebased stock awards and other forms of equity cosgiem, as well as for the gre
of performance cash awards. The Company may i€0e bnly to its employees. NQSOs and all other dsvaray be granted to employees,
including officers, nonemployee directors and cdtasis.

To date, the Company has issued only 1ISOs, NQS@seatricted stock units under the 2010 Incentiem ASOs and NQSOs are
generally granted to employees with an exercissepqual to the market price of the Company’s comstock at the date of grant. Stock
options granted to employees generally have a @ciotal term of seven years and vest over four y&agentinuous service, with 25 percent of
the stock options vesting on the one-year annivegsisthe date of grant and the remaining 75 pdreesting in equal monthly installments
over the three year period thereafter. Restrictecksunits granted to employees prior to fiscalry2@13 generally vest over five years of
continuous service, with 15 percent of the restdctock units vesting on the one-year anniversatlye date of grant, 60 percent vesting in
equal quarterly installments over the followingethiyears and the remaining 25 percent vestingualegiarterly installments over the last yea
of the vesting period. Restricted stock units gedrtb employees starting in fiscal year 2013 gdiyerast over four years of continuous
service, with 25 percent of the restricted stocksuwesting on the one-year anniversary of the daggant and 6.25% vesting quarterly
thereafter for the next 12 quarters.

An aggregate of 9,210,527 shares of the Comppary'mon stock were reserved for issuance und&h@ Incentive Plan as of June
2014, and this amount will be increased by anytantiing stock awards that expire or terminate fyr i@ason prior to their exercise or
settlement. The number of shares of the Comgacymmon stock reserved for issuance is increaseabdly through July 1, 2019 by up to fi
percent of the total number of shares of the Comyipasommon stock outstanding on the last day ofptleeeding fiscal year. The maximum
number of shares that may be issued under the [p@&6ative Plan is 30,000,000. There were 7,576stE2es available for issuance under the
2010 Incentive Plan as of June 30, 2014.

In November 2009, the Company’s board of directatspted the 2010 Non-Employee Directors’ Stock AlRlan (the “Directors’
Plan™) and the stockholders approved the DirectBlah in January 2010. The Directors’ Plan becaffeeteve upon the completion of the
Company'’s IPO. The Directors’ Plan provides for #uitomatic grant of NQSOs and restricted stocksutnihon-employee directors and also
provides for the discretionary grant of NQSOs asstricted stock units. Stock options granted to nem-employee directors vest in equal
monthly installments over four years; annual gramtsxisting directors vest in equal monthly instents over one year and the initial and
annual RSU grants vest quarterly over a perioaof years.
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An aggregate of 1,593,162 shares of the Compamytsion stock were reserved for issuance under theefrs’ Plan as of June 30,
2014. This amount is increased annually, by the stig90,000 shares and the aggregate number acdsbéthe Company’s common stock
subject to awards granted under the Directors’ Blaimg the immediately preceding fiscal year. Ewere 1,187,035 shares available for
issuance under the Directors’ Plan as of June @4 2

Valuation Assumptions

The Company estimates the fair value of stock opéwards at the date of grant using the Black-Sshoption-pricing model. Options
are granted with an exercise price equal to thevidue of the common stock as of the date of grime Company calculates the weighted
average expected life of options using the singdifinethod pursuant to the accounting guidancehfamesbased payments as it does not have
sufficient historical exercise experience. The Campestimates the expected volatility of its commatwtk based on its historical volatility
over the stock option’s expected term. The Comgaas/no history or expectation of paying dividendste common stock. The risk-free
interest rate is based on the U.S. Treasury y@lé fterm consistent with the expected term oftbek options.

The weighted average Bla&eholes model assumptions and the weighted average date fair value of employee stock optionfisical
years 2014, 2013 and 2012 were as follc

Fiscal Year Ended June 30

2014 2013 2012
Expected term (in years) 4.€ 4.€ 4.€
Expected volatility 48% 54% 55%
Expected dividend yiel 0.C% 0.C% 0.C%
Risk-free interest rat 1.4% 0.7% 1.1%
Grant date fair valu $3.67 $3.82 $5.31

The fair value of restricted stock units is deterani based on the closing price of the Company’sheomstock on the grant date.

Compensation expense is amortized net of estinfatégltures on a straight-line basis over the reit@iservice period of the stock-based
compensation awards.

Stock Option Award Activity
The following table summarizes the stock option mactivity under the Plans from June 30, 20124weJ30, 2014:

Weighted
Weighted Average
Remaining Aggregate
Average Contractual Life Intrinsic
Exercise Value
Shares Price (in years) (in thousands’
Outstanding at June 30, 2012 9,712,311 $ 10.62
Grantec 1,450,66. 8.52
Exercisec (120,509 3.7¢
Forfeited (612,139 10.8i
Expired (390,889 12.6¢
Outstanding at June 30, 20 10,039,45 $ 10.3] 3.3¢ $5,693,69.
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Weighted
Weighted Average
Remaining Aggregate
Average Contractual Life Intrinsic
Exercise Value
Shares Price (in years) (in thousands’
Granted 1,449,60! $ 8.9¢
Exercisec (731,936 4,9¢
Forfeited (790,179 10.7¢
Expired (2,454,35) 10.9:
Outstanding at June 30, 20 7,512,59; $10.32 3.27 $ 225,18.
Vested and expect-to-vest at June 30, 201 7,262,391 $10.3% 3.1¢ $ 225,18.
Vested and exercisable at June 30, 2 5,697,39! $ 10.6¢4 2.51 $ 225,18.

@ The expecte-to-vest options are the result of applying the-vesting forfeiture assumption to total outstandipgjons.

The following table summarizes additional informatregarding outstanding and exercisable stoclonptat June 30, 2014.

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Average
Range or Exercise Price: Number of Share: Contractual Term Exercise Price Number of Share: Exercise Price
$4.60-$6.90 801,56: 3.67 $ 5.7¢ 544,03 $ 5.6
$7.01-$9.00 254,71¢ 3.2¢€ $ 8.2C 180,71¢ $ 8.17
$9.01-$9.01 1,382,45. 1.6€ $ 9.01 1,382,45. $ 9.01
$9.2:-$9.44 381,27. 4.2¢ $ 9.34 306,27( $ 9.34
$9.55-$9.55 790,75( 6.07 $ 9.5¢ — $ —
$9.64-$9.91 755,20! 4.7z $ 9.67 404,42( $ 9.7C
$10.2¢$10.28 955,05: 0.9¢ $ 10.2¢ 955,05: $ 10.2¢
$10.3-$11.26 436,23 3.1C $ 10.8¢ 427,26 $ 10.8¢
$11.6-$11.67 848,35( 4.0¢ $ 11.6 598,25t $ 11.67
$12.4-$19.00 906,99! 3.04 $ 17.11 898,92¢ $ 17.1:
$4.6(-$19.00 7,512,59: 3.27 $ 10.3Z 5,697,39! $ 10.64

The following table summarizes the total intring&due, the cash received and the actual tax beufedit options exercised during fiscal
years 2014, 2013 and 201

Fiscal Year Ended June 30

2014 2013 2012
Intrinsic value $1,87¢ $42:2 $1,197
Cash receive 3,65z 457 4,697
Tax benefi (470 11z 511

As of June 30, 2014, there was $6.9 million ofltataecognized compensation expense related tostedetock options which is
expected to be recognized over a weighted averagedpof 2.59 years.

84



Table of Contents
Index to Financial Statements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Restricted Stock Unit Activity
The following table summarizes the restricted stack activity under the Plans from June 30, 2@12une 30, 2014:

Weighted
Weighted Average
Average Remaining Aggregate
Grant Date Contractual Life Intrinsic
Value
Shares Fair Value (in years) (in thousands’
Outstanding at June 30, 2012 379,55! $ 13.7¢ 1.95 $ 3,51f
Grantec 1,658,61. 8.7¢
Vested (87,579 6.95
Forfeited (290,38) 10.41
Outstanding at June 30, 20 1,660,20! $ 9.7 1.47 $ 14,32
Grantec 1,049,271 9.11
Vested (650,252 7.81
Forfeited (411,899 9.57
Outstanding at June 30, 20 1,647,33 $ 10.1C 1.32 $ 9,07

As of June 30, 2014, there was $12.2 million céltanrecognized compensation expense related tiicted stock units which is
expected to be recognized over a weighted averagedpof 2.72 years.

12. Stockholders’ Equity
Stock Repurchases
During the fiscal year ended 2014, the Companyndidrepurchase any shares of common stock.

On November 3, 2011, the Board of Directors autteatia stock repurchase program allowing the Compamgpurchase up to $50.0
million of its outstanding shares of its commonc&tduring fiscal year 2012, the Company repurctiags@&53,919 shares of its common stock
for a total of $45.0 million. The Company completesdrepurchase program during the first quartdisofl year 2013, purchasing 509,565
shares of its common stock for $5.0 million. Ther@any repurchased an aggregate of 5,263,484 sblatesommon stock at a weighted
average price of $9.50 per share. Repurchases thidgrrogram took place in the open market ancewegide under a Rule 10b5-1 plan.

Retirement of Treasury Stock
During the fiscal year ended 2014, the Companyndidretire any shares of treasury stock.

During the fiscal year ended 2013, the Companye@t638,365 shares of treasury stock, with a aagryalue of approximately $6.2
million. These retired shares are now includedhen€@ompany’s pool of authorized but unissued shaies retired treasury stock was initially
recorded using the cost method. The Company’s atcmupolicy upon the retirement of treasury sticto deduct its par value from common
stock, reduce additional paid-in capital by the antaecorded in additional paid-in capital when $heck was originally issued and any
remaining excess of cost as a deduction (incregge}ained earnings (accumulated deficit).
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13. Related Party Transactions

On April 22, 2013, the Company entered into an exgrent (the “Transition Agreement”) with Bronwyn 8lyj the Company’s President,
which provides for the transition and conclusiorMs. Syiek’s employment with the Company. Pursaarthe Transition Agreement,
Ms. Syiek continued to work full time as the ComyparPresident at her existing base salary througiteSnber 30, 2013. Ms. Syiek was
eligible for, and received, a bonus for fiscal y2@i3. On September 18, 2013, the Company entetedin amendment to the Transition
Agreement, (the “Amended Transition Agreement”) velioy the amendment replaced the agreement intitegmn Pursuant to the Amended
Transition Agreement Ms. Syiek’s employment wite thompany terminated on October 1, 2013, at whithtMs. Syiek entered into a
consulting agreement with the Company, in constamrdor which her “Continuous Service” (as definadhe Company’s 2010 Equity
Incentive Plan) continued for certain of her eqaityards. Ms. Syiek received $37,400 in cash congtemsunder the consulting agreement.
The consulting agreement terminated on March 30420

In connection with its continuing review of nonafgic assets in March 2014, the Company electdpmse of its equity investment in
DemandBase, Inc. (“DemandBase”). In this regarel Gbmpany contacted a number of existing DemandBasstors, including Split Rock
Partners 1l, LP (“Split Rock”). Split Rock is marexyby Split Rock Partners Il Management, LLC, ofcktone of the Company’s directors
Mr. James Simons is a managing director. In addiime of the Company’s directors Mr. Gregory Saéadsmember of the board of directors
of DemandBase and is also a managing partner da@os Venture Capital, which is an investor in Dedizase. The Company conducted an
auction process with respect to the sale of the @elBase shares. Split Rock ultimately prevailetth@t process, and the Company’s Audit
Committee approved the sale in accordance witlCtdmapany’s related person transactions policy. OrilAf, 2014 the Company entered into
a Stock Purchase Agreement with Split Rock whetbbypartnership purchased all 1,436,781 sharesrmdsSD Preferred Stock of
DemandBase owned by the Company for a total puechase of $1,436,781.

14. Segment Information

Operating segments are defined as componentseritarprise about which separate financial inforarais available that is evaluated
regularly by the chief operating decision makerdecision making group, in deciding how to allogasources and in assessing performance
The Company’s chief operating decision maker isliigef executive officer. The Company’s chief exaauofficer reviews financial
information presented on a consolidated basis,rapaaied by information about operating segmentduding net sales and operating income
before depreciation, amortization and stock-basedpensation expense.

The Company determined its reportable operatingieegis DMS, which derives revenue from fees eathemligh the delivery of
qualified leads, clicks, calls, customers and, tesaer extent, impressions. DSS does not meefuetitative threshold for an individually
reportable segment and is therefore included irfAlleother” line in the following table.

The Company evaluates the performance of its opgraegment based on operating income before degitet amortization and stock-
based compensation expense.

The Company does not allocate all of its assetiés @lepreciation and amortization expense, st@detl compensation expense, interest
income, interest expense and income tax expensedipent. Accordingly, the Company does not repat snformation.
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Summarized information by segment was as followshousands):

Fiscal Year Ended June 30

2014 2013 2012
Net revenue by segmel
DMS $ 281,49( $304,08! $369,02:
All other 1,05¢ 1,01¢ 1,44¢
Total net revenu 282,54¢ 305,10: 370,46¢
Segment operating income before depreciation, aratiin, stock-based compensation exper
and goodwill impairment
DMS 23,55¢ 47,31¢ 71,84(
All other 631 55€ 80¢
Total segment operating income before depreciatiorgrtization, stock-based compensation
expense, and goodwill impairme 24,18¢ 47,87: 72,64¢
Depreciation and amortizatic (26,097 (32,32%) (31,150
Stocl-based compensation expel (10,429 (12,016 (12,99¢)
Impairment of goodwil (95,64) (92,350 —
Total operating (loss) incon $(107,97§) $(88,81Y) $ 28,50:

The following tables set forth net revenue and lowed assets by geographic area (in thousands):

Fiscal Year Ended June 30

2014 2013 2012
Net revenue
United State: $278,79: $302,17¢ $369,08:
Internationa 3,75¢ 2,92: 1,38
Total net revenu $282,54¢ $305,10: $370,46¢
June 30, June 30
2014 2013
Property and equipment, ni
United State: $10,87¢ $9,50:
Internationa 24¢ 20k
Total property and equipment, r $11,12¢ $9,701
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Item 9. Changes In and Disagreements with Accountants orcégnting and Financial Disclosure
None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clagécutive Officer and our Chief Financial Officeyaluated the effectiveness of our
disclosure controls and procedures as of June@Ql.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 fdlesubmits under the Exchange Act is
recorded, processed, summarized and reported mvtithitime periods specified in the SEC's rules famahs. Disclosure controls and
procedures include, without limitation, controlglgasrocedures designed to ensure that informatiquired 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 agprate to allow timely decisions regarding reqdidésclosure. Management recognizes that
any controls and procedures, no matter how welgdesl and operated, can provide only reasonableasse of achieving their objectives and
management necessarily applies its judgment iruatiag the cost-benefit relationship of possiblatoals and procedures. Based on the
evaluation of our disclosure controls and proceslaeof June 30, 2014, our Chief Executive Offaraa Chief Financial Officer concluded
that, as of such date, our disclosure controlspaindedures were effective at the reasonable assutavel.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting as defined in Rules 13a-
15(f) and 15d-15(f) under the Exchange Act. Oueiinal control over financial reporting is designegrovide reasonable assurance regardin
the reliability of financial reporting and the pegption of consolidated financial statements fdaeeal purposes in accordance with generally
accepted accounting principles. Our internal cdrdver financial reporting includes those policéa®sl procedures that:

(i) pertain to the maintenance of records thatgasonable detail, accurately and fairly refleettifansactions and dispositions of its
assets,

(ii) provide reasonable assurance that transactiomsecorded as necessary to permit preparatioansiolidated financial
statements in accordance with generally acceptealiating principles, and that receipts and expenektare being made only in
accordance with authorizations of our managemethinectors, and

(iii) provide reasonable assurance regarding priwemr timely detection of any unauthorized acdigis, use or disposition of our
assets that could have a material effect on thediiolated financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of
any evaluation of internal control effectivenessutnre periods are subject to the risk that cdatnaay become inadequate because of change
in conditions, or that the degree of compliancénlie policies or procedures may deteriorate.

Our management has assessed the effectivenessiatdmal control over financial reporting as ohd 30, 2014. In making this
assessment, our management used the criteriardebjothe Committee of Sponsoring Organizationthef Treadway Commission (“*COSQO”)
in Internal Control — Integrated Framework (1992mework). Based on this evaluation, our manageimantoncluded that our internal
control over financial reporting was effective dsone 30, 2014.
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The effectiveness of our internal control over figial reporting as of June 30, 2014 has been albitdPricewaterhouseCoopers LLP, ar
independent registered public accounting firm,tated in their report which appears in this anmepbrt on Form 10-K.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control oveairicial reporting identified in connection with tiealuation required by Rule 13a-15
(d) and 15d-15(d) of the Exchange Act that occudedng the three months ended June 30, 2014 #satrfaterially affected, or is reasonably
likely to materially affect, our internal controber financial reporting.

Item 9B. Other Information
None.
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PART IlI

Item 10. Directors, Executive Officers and Corporate Govarce

The information required by this item concerningedtors and executive officers is incorporated ineog reference from the sections to
be titled “Election of Class Il Directors,” “Boawf Directors,” and “Directors and Executive Offistin our definitive proxy statement to be
filed with the Securities and Exchange Commissioondnnection with our 2014 annual meeting of stoddtérs (the “Proxy Statement”). The
Proxy Statement is expected to be filed no laten th20 days after the end of our fiscal year eddee 30, 2014.

The information required by this item with respecBection 16(a) of the Exchange Act is incorpatdterein by reference from the
section to be titled “Section 16(a) Beneficial Owsigp Reporting Compliance” in our Proxy Statement.

Code of Ethics

We have adopted a Code of Conduct and Ethics gmiea to all of our employees, officers (includiogr principal executive officer,
principal financial officer, principal accountingficer or controller, or persons performing simifanctions), agents and representatives,
including directors and consultants. We will makg eequired disclosure of future amendments to@agtle of Conduct and Ethics, or waivers
of such provisions, applicable to any principal@xese officer, principal financial officer, pringal accounting officer or controller, or persons
performing similar functions or our directors or fhvestor relations page of our corporate wel§sitew.quinstreet.com)

Item 11. Executive Compensation

The information required by this item will be setth in the sections to be titled “Report of thengp@nsation Committee,” “Board of
Directors” and “Executive Compensation” in our Br@&tatement and is incorporated herein by reference

Item 12. Security Ownership of Certain Beneficial Owners @Management and Related Stockholder Matters

The information required by this item will be setth in the sections to be titled “Executive Comgation” and “Stock Ownership of
Certain Beneficial Owners and Management” in ourxiprStatement and is incorporated herein by refaren

Item 13. Certain Relationships and Related Transactionsdabirector Independence

The information required by this item will be indled in the section to be titled “Stock OwnershifCeftain Beneficial Owners and
Management” and “Board of Directors” in the Proxgt8ment and is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

The information required by this item will be setth in the section to be titled “Ratification et Selection of PricewaterhouseCoopers
LLP as our Independent Registered Public Accourfing” in our Proxy Statement and is incorporatedein by reference.
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P ART IV

Item 15. Exhibits, Financial Statement Schedules
(a) We have filed the following documents as p&ths Annual Report on Form 10-K:
1. Consolidated Financial Statements

Page
Report of Independent Registered Public AccourfEing 55
Consolidated Balance She 56
Consolidated Statements of Operati 57
Consolidated Statements of Comprehensive (Losg)ie 58
Consolidated Statements of Stockhol’ Equity 59
Consolidated Statements of Cash Fl¢ 60
Notes to Consolidated Financial Statem 61

2. Financial Statement Schedules
The following financial statement schedule is fiksla part of this report:

Schedule II: Valuation and Qualifying Accounts

The activity in the allowance for doubtful accourdgseivables, sales returns and the deferred et galuation allowance are as follows
(in thousands):

Balance at Charged tc Balance a
the Write -offs
beginning of expenses/ the end of
against Net of
the year revenue Recoverie! the year
Accounts receivable and sales rett
Fiscal year 201, $ 2,72 $ 2,18¢ $ (2,10 $ 2,80
Fiscal year 201. $ 2,80 $ 97 $ (879 $ 2,02¢
Fiscal year 201. $  2,02¢ $ 32z $ (426 $ 1,922
Deferred tax asset valuation allowat
Fiscal year 201 $  — $ 947 $ — $ 947
Fiscal year 201. $ 947 $ 67,22¢ $ — $68,17:

Note: Additions to the allowance for doubtful acotaiand the valuation allowance are charged toresgpeAdditions to the allowance for
sales credits are charged against revenue.

All other schedules are omitted because they aresgaired or the required information is shownha financial statements or notes
thereto.

(b) Exhibits
See the exhibit index immediately following thersiture page of this Annual Report on Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&if(the Securities Exchange Act of 1934, the Regigthas duly caused this report tc
signed on its behalf by the undersigned, thereduatyp authorized, on September 12, 2014,

QuinStreet, Inc
By: /s/ Douglas Valen

Douglas Valenti
Chairman and Chief Executive Offic

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears belostittbes and appoints Douglas
Valenti and Gregory Wong, and each of them, asrhiesand lawful attorneys-in-fact and agents, Withpower of substitution and re-
substitution, for him in any and all capacitiessign any and all amendments to this Annual Repofform 10-K and to file the same, with all
exhibits thereto, and other documents in connedtierewith, with the Securities and Exchange Comimishereby ratifying and confirming
that each of said attorneys-in-fact and agentijsosubstitute or substitutes, may lawfully do auge to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélptihe following persons on behalf
of the Registrant and in the capacities and orlétes indicated.

Signature Title. Date
/s/ Douglas Valenti Chairman of the Board and Chief September 12, 2014
Douglas Valent Executive Officer (Principal Executive Officer)
/sl Gregory Wong Chief Financial Officer and Senior Vice September 12, 2014
Gregory Wong President (Principal

Financial and Accounting Office

/s/ William Bradley Director September 12, 2014
William Bradley
/s/ Robin Josephs Director September 12, 2014
Robin Joseph
/s/ John G. McDonald Director September 12, 2014
John G. McDonal
/sl Gregory Sands Director September 12, 2014
Gregory Sand
/s James Simons Director September 12, 2014
James Simon
/s/ Dana Stalder Director September 12, 2014
Dana Stalde
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3.10
3.20
4.1G)
4.20)

10.1M+
10.20) +

10.3M+
10.4M+
10.5@+
10.6(19) +

10.7@9+
10.8@7 +

10.947 +

10.10@9+
10.1139+
10.1204+

10.1309+

10.1400+
10.1502+
10.16®

EXHIBIT INDEX

Description of Exhibit

Stock Purchase Agreement, dated November 5, 2@1&ndbamong QuinStreet, Inc., Car Insurance.com, @ar
Insurance Agency, Inc., Car Insurance Holdings,, I8arinsurance.com, Inc., Lloyd Register IV, LidRdgister IIl, David
Fitzgerald, Timothy Register, Randy Horowitz anitEPace

Amended and Restated Certificate of Incorporal
Bylaws.
Form of QuinStreet, In's Common Stock Certificat

Second Amended and Restated Investor Rights Agmeteimeand between QuinStreet, Inc., Douglas Vakmd the
investors listed on Schedule 1 thereto, dated MgyY0Q03.

QuinStreet, Inc. 2008 Equity Incentive PI

Forms of Option Agreement and Option Grant Notindar 2008 Equity Incentive Plan (for non-executiiécer
employees)

Forms of Option Agreement and Option Grant Notiodar 2008 Equity Incentive Plan (for executive afs).
Forms of Option Agreement and Option Grant Notindar 2008 Equity Incentive Plan (for r-employee directors
QuinStreet, Inc. 2010 Equity Incentive PI

Forms of Option Agreement and Option Grant Notindar 2010 Equity Incentive Plan (for non-executifécer
employees)

Forms of Option Agreement and Option Grant Notindar 2010 Equity Incentive Plan (for executive cfs).

Forms of Senior Management Restricted Stock Urifl{RGrant Notice and Agreement under 2010 Equitghtive Plan
(for executive officers)

Forms of Restricted Stock Unit (RSU) Grant Notioel &greement under 2010 Equity Incentive Plan iffmm-executive
officer employees)

Form of Restricted Stock Unit Agreement under 2B§Qity Incentive Plan (for n-employee directors
QuinStreet, Inc. 2010 N-Employee Director Stock Award Plan

Forms of Option Agreement and Option Grant Notmelfitial Grants under the 2010 Non-Employee Diveg Stock
Award Plan.

Forms of Option Agreement and Option Grant NotmeAnnual Grants under the 2010 Non-Employee DanettStock
Award Plan.

Form of Incremental Bonus Ple
Annual Incentive Plar

Second Amended and Restated Revolving Credit ant Tean Agreement, by and among QuinStreet, lhe.Jénders
thereto and Comerica Bank as Administrative Agenté £ead Arranger and Sole Bookrunner, Bank of AczeN.A. as
Syndication Agent, and Union Bank, N.A. as Docuragah Agent dated as of November 4, 2C
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10.17a9
10.18®)
10.19@+
10.20009

10.218)

10.2209)
10.23¢0
10.24@Y
10.252)

10.26(5)
10.27*+

23.1*
24.1*
31.1*
31.2*
32.1*%*
101.INS**
101.SCH**
101.CAL**
101.DEF**
101.LAB**
101.PRE**

Description of Exhibit

First Amendment to Credit Agreement and Amendme@uaranty dated as of February 15, 2(
Office Lease Metro Center, dated as of Februan2@40, between the registrant and-Metro Center Limited Partnersh
Form of Indemnification Agreement made by and betw®uinStreet, Inc. and each of its directors a@t@tive officers

Assurance of Voluntary Compliance dated June 2622y and among QuinStreet, Inc. and the Attorriggseral of the
States of Alabama, Arizona, Arkansas, Delawareiiddo Idaho, lllinois, lowa, Kentucky, Massachusghlississippi,
Missouri, Nevada, New York, North Carolina, Ohiag@on, South Carolina, Tennessee and West Virc

License and Investment Agreement by and among @eietS Inc., Bronwyn Syiek and TownB CorporatiotedbAugust
23, 2012

Transition Agreement dated April 9, 2013 between@ompany and Bronwyn Syie
Transition Agreement dated September 18, 2013 leetlee Company and Scott Mackl
Transition Agreement dated September 18, 2013 leetwlee Company and Bronwyn Syi

Amendment to Consulting Services Agreement datedtiac 30, 2013 to the Transition Agreement datqutedeber 18,
2013 between the Company and Bronwyn Sy

Second Amendment to Credit Agreement dated aslyfly 2014.

Forms of Senior Management Performance-Based Biestrtock Unit (RSU) Grant Notice and Agreemertarr?010
Equity Incentive Plan (for executive officer

Consent of Independent Registered Public Accourfing.

Power of Attorney (incorporated by reference togigmature page of this Annual Report on Forr-K).
Certification of the Chief Executive Officer of Qi8treet, Inc. pursuant to Section 302 of the Sax-Oxley Act.
Certification of the Chief Financial Officer of quétreet, Inc. pursuant to Section 302 of the Sax-Oxley Act.
Section 1350 Certifications of Chief Executive ©ii and Chief Financial Office

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr

XBRL Taxonomy Extension Definition Linkbase Docun

XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed herewith
**  Furnished herewitt

+  Indicates management contract or compensatory
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3
4)
®)
(6)
™
®)
9
(10)
(11
(12)
(13)
(14)
(15)
(16)
@n
(18)
(19)
(20)

@1

Incorporated by reference to the same numberedbigxdiQuinStreet, Inc.’s Registration Statementonm S-1 (SEC File No. 333-
163228) filed on November 19, 20(

Incorporated by reference Exhibit 99.9 to QuinStiee.’s Registration Statement on Form S-8 (SHE Nob. 333-165534) filed on
March 17, 2010

Incorporated by reference to the same numberedbigxdiQuinStreet, Inc.’s Amendment No. 2 to Ragibn Statement on Form S-1
(SEC File No. 33-163228) filed on January 14, 20:

Incorporated by reference to the same numberedbigxdiQuinStreet, Inc.’s Amendment No. 3 to Ragibn Statement on Form S-1
(SEC File No. 33-163228) filed on January 26, 20:

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Quarterly Report on Form 10-Q (SE@ Nb. 00134628) filed on May 1:
2010.

Incorporated by reference to Exhibit 3.2 to Quie8tr Inc.’s Amendment No. 1 to Registration Stateinoa Form S-1 (SEC File No. 333-
163228) filed on December 22, 20!

Incorporated by reference to Exhibit 3.4 to Quie8tr Inc.’s Amendment No. 1 to Registration Stateinoa Form S-1 (SEC File No. 333-
163228) filed on December 22, 20t

Incorporated by reference to the same numberedbigxdiQuinStreet, Inc.’s Current Report on Forr 8SEC File No. 001-34628) filed
on November 8, 201!

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Quarterly Report on Form 10-Q (SE@ Nb. 001-34628) filed on
November 8, 2011

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Current Report on Form 8-K (SEC File. B01-34628) filed on June 27,
2012.

Incorporated by reference to Exhibit 10.11 to Quie&, Inc.’s Annual Report on Form 10-K (SEC Mile. 001- 34628) filed on August
30, 2011

Incorporated by reference to Exhibit 10.12 to Qtiie&, Inc.’s Amendment No. 2 to Registration Steget on Form S-1 (SEC File No.
333-163228) filed on January 14, 20:

Incorporated by reference to Exhibit 99.12 to Qtie& Inc.’s Registration Statement on Form S-8Q$He No. 333-165534) filed on
March 17, 2010

Incorporated by reference to Exhibit 99.13 to Qtie& Inc.’s Registration Statement on Form S-8Q$He No. 333-165534) filed on
March 17, 2010

Incorporated by reference to Exhibit 99.14 to Qtie& Inc.’s Registration Statement on Form S-8G$He No. 333-165534) filed on
March 17, 2010

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Current Report on Form 8-K (SEC File. N01-34628) filed on April 23,
2013.

Incorporated by reference to the same numberedigxbiQuinStreet, Inc.’s Annual Report on FormK@SEC File No. 00134628) filec
on August 23, 201:

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Quarterly Report on Form 10-Q (SE@ Nb. 001-34628) filed on
February 15, 201:

Incorporated by reference to Exhibit 99.10 torg@ireet Inc.’s Registration Statement on Form SBQ File No. 333-165534) filed on
March 17, 2010

Incorporated by reference to Exhibit 10.1 to Quia&t, Inc.’s Current Report on Form 8-K (SEC File. R01-34628) filed on September
19, 2013

Incorporated by reference to Exhibit 10.2 to Quia8t Inc.’s Current Report on Form 8-K (SEC File R01-34628) filed on September
19, 2013
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(22)
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(26)

Incorporated by reference to Exhibit 10.3 to Quia&t, Inc.’s Quarterly Report on Form 10-Q (SE@ Nb. 001-34628) filed on
November 6, 2013

Incorporated by reference to Exhibit 99.11 to Quie& Inc.’s Registration Statement on Form S-8Q$lile No. 333-165534) filed on
March 17, 2010

Incorporated by reference to the same numberedbigxbdiQuinStreet Inc.’s Annual Report on Form 1q$EC File No. 001-34628) filed
on August 20, 201

Incorporated by reference to Exhibit 10.1 to Quie&t, Inc.’s Current Report on Form 8-K (SEC File. R01-34628) filed on July 22,
2014.

Incorporated by reference to Exhibit 10.19 to Quie&, Inc.’s Annual Report on Form 10-K (SEC Rile. 001-34628) filed on August
23, 2012
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Exhibit 10.27

Q UIN STREET, I NC.
SENIOR M ANAGEMENT P ERFORMANCE -B ASED R ESTRICTED STock U NIT (RSU) GRANT N OTICE
2010 EQuITY | NCENTIVE P LAN

QuinStreet, Inc. (the Company”), pursuant to its 2010 Equity Incentive Plan (tHelan "), hereby grants to you as the Participant named
below a Performance-Based Restricted Stock Unitréwath respect to the number of shares of the Gomijs Common Stock set forth
below. This Performance-Based Restricted Stock Awitrd is subject to all of the terms and condii@s set forth herein, in the Performance
Based Restricted Stock Unit Agreement (thegteement’), the Plan and the 2010 Equity Incentive PlansBextus (the Plan Prospectus),

all of which are attached hereto and incorporat@ih in their entirety.

Participant:

Date of Grant:

Target Performance Units:

Performance Period:

Performance Criteria:

Vesting Schedule: The final number of Performance Units to be awdrdnd eligible for vesting (theEarned Performance Unit")
shall be between [0]% and [ __]% of the Target Rerfnce Units set forth above based on achieveniehéo
Performance Criteria as determined by the Compems@ommittee at the end of the Performance Péthosl"
Determination Date”). If the number of Earned Performance Units ssléhan the number of Target Performance
Units, the excess shall be forfeited on the Deteation Date

Any Earned Performance Units shall become vestda€st to the conditions in the Agreement) in ifistants over
four years as follows:

. 25% of the Earned Performance Units will vest andhte following the Determination Date; ¢

. 6.25% of the Earned Performance Units will vagsarterly starting at the end of the first fisqahrter ending
after the Performance Period for the next 12 qusi

No Monetary Payment Required. You are not required to make any monetary payrtather than applicable Tax Obligations (as defimed
the Agreement)) as a condition to receiving thédd®erance-Based Restricted Stock Unit Award or shafeCommon Stock issued upon
vesting and settlement of the Performance-Basettigtesl Stock Unit Award.

Additional Terms/Acknowledgements:The Participant acknowledges receipt of, and un@eds and agrees to, this Performance-Based
Restricted Stock Unit (RSU) Grant Notice, the Agneat, the Plan Prospectus, and the Plan. Participeher acknowledges that as of the
Date of Grant, this Performan&ased Restricted Stock Unit (RSU) Grant Notice,Algeeement, the Plan Prospectus, and the Plaorktthe
entire understanding between Participant and thep2oy regarding this Award.

A TTACHMENTS : Performance-Based Restricted Stock Unit Agreen2i#0 Equity Incentive Plan, 2010 Equity Incenti®lan
Prospectu:



Q UIN STREET, I NC.
2010 EquiTy | NCENTIVE P LAN

P ERFORMANCE -B ASED R ESTRICTED STOCK U NIT A GREEMENT
(SENIOR M ANAGEMENT )

Pursuant to the Performance-Based Restricted &toitk RSU) Grant Notice (Grant Notice”) and this Performance-Based Restricted
Stock Unit Agreement (thisAgreement’), QuinStreet, Inc. (the Company”) has granted you a “Target” award of PerformaBesed
Restricted Stock Unit Award Performance-Based Restricted Stock Unit Awdjdinder its 2010 Equity Incentive Plan (th@lan ), subject
to the terms, conditions and restrictions set fortthis Agreement, the Grant Notice and the PEath Performance-Based Restricted Stock
Unit (* Performance Unit’) represents the right to receive one share ofQbmpany’s Common Stock indicated in the Grant &éotin the
terms and conditions set forth herein and in thenGNotice. Defined terms not explicitly definedtlitis Agreement but defined in the Plan s
have the same definitions as in the Plan.

The details of your Performance-Based RestrictedkStnit Award are as follows:

1. VESTING . Subject to the limitations contained herein andgbintial vesting acceleration provisions setfamtSection 9 hereof, yo
Earned Performance Units will vest as provideddaryGrant Notice, provided that vesting will ceap®n the termination of your Continuous
Service. The amount of Earned Performance Unitsbgibased on the achievement of certain Perform@&niteria over the relevant
Performance Period as specified in the Grant Nolinenediately upon termination of your Continuows\gce for any reason, any unvested
portion of your Earned Performance Units shalldréeited without consideration.

2. CoNvERSION | NTO SHARES . Shares of Common Stock will be issued on the agplevesting date (or, to the extent not
administratively feasible, as soon as practicaidedafter). As a condition to such issuance, yall blave satisfied your Tax Obligations as
specified in this Agreement and shall have comgledegyned and returned any documents and takeadditional action that the Company
deems appropriate to enable it to accomplish thieethg of such shares. In no event will the Compéaryobligated to issue a fractional share.

3. TAX T REATMENT .

(a) Regardless of any actions taken by the Companywill be ultimately responsible for any withdolg tax liabilities, whether
a result of federal, state or other law and whefbiethe payment and satisfaction of any income saxial security tax, payroll tax, or
payment on account of other tax related to withimgjabligations that arise by reason of the Perforce-Based Restricted Stock Unit
Award, incurred in connection with the Performamased Restricted Stock Unit Award becoming vestel@mmon Stock being
issued, or otherwise incurred in connection wit Brerformance-Based Restricted Stock Unit Awartigciively, “ Tax Obligations”).

(b) Unless otherwise determined by the Companisisadle discretion, and subject to applicable e,Company shall require you
to satisfy the Tax Obligations (as defined below}te Company deducting from the shares of ComntookStherwise deliverable to
you in settlement of applicable portion of the Barfance-Based Restricted Stock Unit Award on thsting date a number of whole
shares having a fair market value (as determinatid¥ompany) as of the date on which the Tax @bbgs arise not in excess of the
amount of such Tax Obligations determined by th@iegble minimum statutory withholding rates. Then@pany may in its sole
discretion permit you to elect an alternative mdtbbsatisfying your Tax Obligations with noticettee Company, which may include the
following if specified by the Company (and the Camp may with notice to you require any of the feliog methods): (i) by payment |
you to the Company in cash or by check an amoumleq the minimum amount of taxes that the Compmamcludes it is required to
withhold under applicable law; or (ii) by the salgyou of a number of shares of Common Stock ttetssued on the applicable vesting
date under the Performance-Based Restricted Stoitkard, which the Company determines is suffitis generate an amount that
meets the Tax Obligations plus additional sharextmunt for rounding and market fluctuations, pagment of such tax withholding to
the Company, and such shares



may be sold as part of a block trade with otheti€tpants. You hereby authorize the Company to kéth such tax withholding amount
from any amounts owing to you to the Company artdke any action necessary in accordance withptiagraph.

(c) Subject to Section 9(a), the Performance-B&sstricted Stock Unit Award is intended to quafdy the short-term deferral
exception to Section 409A of the Code describetiénregulations promulgated thereunder, and thexefioares of Common Stock will
issued within 21/2 months after the taxable year in which the applegbrtion of the Performandgased Restricted Stock Unit Awarc
no longer subject to a substantial risk of forfedtu

4. SEcURITIES L Aw C ompPLIANCE . Notwithstanding anything to the contrary contaihedein, the Company shall not be obligated to
deliver any Common Stock during any period whenGbenpany determines that the conversion of anyigrodf the Performance-Based
Restricted Stock Unit Award or the delivery of sfmhereunder would violate any federal, state leerapplicable laws and/or may issue sk
subject to any restrictive legends that, as detegthby the Company’s counsel, is necessary to gowigh securities or other regulatory
requirements.

5. RESTRICTIONS ON T RANSFER OF A WARDS . You understand and agree that the Performance-Basstticted Stock Unit Award may
not be sold, given, transferred, assigned, pledgedherwise hypothecated.

6. CAPITALIZATION A DJUSTMENTS . The number of shares of Common Stock subject to RPeadformance-Based Restricted Stock Unit
Award may be adjusted from time to time for Cajtgion Adjustments.

7. No STockHOLDER R IGHTS . You will have no voting or other rights as then@any’s other stockholders with respect to theeshaf
Common Stock underlying the Performance-Based ResirStock Unit Award until issuance of such skare

8. DIVIDEND E QuIVALENT U NITS . Unless otherwise determined by the Compensationmitiee of the Compang’Board of Directors |
its sole discretion, you shall not have any rightdividends or dividend equivalents in the evéiat the Company pays a cash dividend to
holders of Common Stock generally.

9. | NVOLUNTARY T ERMINATION F oLLowING A C HANGE | N C ONTROL .

(a) If a Change in Control occurs and as of, ohinisix months after, the effective time of sucta@e in Control your Continuous
Service terminates due to an involuntary termimaimt including death or Disability) without Causedue to a voluntary termination
which is a Resignation for Good Reason (as deforeddw), then, as of the date of termination of @ardus Service, twenty-five percent
(25%) of the portion of your Earned Performancett/aubject to vesting that is unvested on the #fiedate of such termination will
vest immediately upon such termination and theegeshares, less shares withheld for taxes, wiirbenptly released to you. For the
avoidance of doubt, as provided in the Plan, ifShares are publicly traded, this Performance-B&sedricted Stock Unit Award
constitutes “deferred compensation” under Sectia®?dof the Code, and you are a “specified employeepurposes of Section 409A of
the Code, no distribution or payment of any amaial be made upon a “separation from service” feefodate that is six (6) months
following the date of your “separation from servi¢as defined in Section 409A of the Code withagdard to alternative definitions
thereunder) or, if earlier, the date of your death.

(b) “ Resignation for Good Reasdhmeans that you voluntarily terminate employmenhimi©0 days after any of the following &
undertaken without your express written consemtpifcured by the Company within 15 days of writhexice (to the extent capable of
cure):

(i) the assignment to you of any duties or respmlitsés that results in a significant diminutiom your employment role in the
Company as in effect immediately prior to the effexdate of the Change in Contrplovided, howevethat mere changes in your
title or reporting relationships alone shall nohstitute a basis for Resignation for Good Rea



(i) a greater than five percent (5%) aggregateicddn by the Company in your annual base salaryn &ffect on the
effective date of the Change in Control or as iasegl thereaftegrovided, howevethat if there are across-the-board proportionate
salary reductions for all officers, managementdevel other salaried employees due to the finarciatition of the Company, a
greater than ten percent (10%) aggregate redulstidghe Company in your annual base salary willdmiired;

(iii) any failure by the Company to continue inexft any benefit plan or program, including fringméfits, incentive plans a
plans with respect to the receipt of securitiethefCompany, in which you are participating immésliaprior to the effective date
of the Change in Control (hereinafter referredddBenefit Plans”), or the taking of any actiontbg Company that would
adversely affect your participation in or reduceiybenefits under the Benefit Plapspvided, howeverthat a basis for Resignati
for Good Reason shall not exist under this claogéo{lowing a Change in Control if the Companyesff a range of benefit plans
and programs that, taken as a whole, is compataltlee Benefit Plans; or

(iv) a non-temporary relocation of your businedcefto a location more than fifty (50) miles frahre location at which you
perform duties as of the effective date of the @eain Control, except for required travel by youtbe Company’s business to an
extent substantially consistent with your busirtessgel obligations prior to the Change in Control.

(c) If any payment or benefit you would receive purguara Change in Control from the Company or othsev(* Payment”)
would (i) constitute a “parachute paymentithin the meaning of Section 280G of the Code, @i)dbut for this sentence, be subject to
excise tax imposed by Section 4999 of the Code"(f#ecise Tax"), then such Payment shall be equal to the RedAcedunt. The “
Reduced Amount shall be either (x) the largest portion of the Pagiththat would result in no portion of the Paymasing subject to th
Excise Tax or (y) the largest portion, up to amzluding the total, of the Payment, whichever ampafier taking into account all
applicable federal, state and local employmentdaxeome taxes, and the Excise Tax (all computéideshighest applicable marginal
rate), results in your receipt, on an after-taxsyasf the greater amount of the Payment notwitiditeg that all or some portion of the
Payment may be subject to the Excise Tax. If acgtoinin payments or benefits constituting “paraehpayments” is necessary so that
the Payment equals the Reduced Amount, reductiahatcur in the following order: reduction of cgsétyments; cancellation of
accelerated vesting of Performance-Based Restri&teek Unit Awards; reduction of employee benefitsthe event that acceleration of
vesting of Performance-Based Restricted Stock Rwird compensation is to be reduced, such accilarat vesting shall be cancelled
in the reverse order of the date of grant of yaenfd*mance-Based Restricted Stock Unit Awaris.( earliest granted Performance-
Based Restricted Stock Unit Award cancelled last).

The accounting firm engaged by the Company for geraeidit purposes as of the day prior to the &ffeaate of the Change in Control
shall perform the foregoing calculations. If the@anting firm so engaged by the Company is seramgccountant or auditor for the
individual, entity or group effecting the Changedantrol, the Company shall appoint a nationallyognized accounting firm to make the
determinations required hereunder. The Company lskat all expenses with respect to the deterntinatby such accounting firm required to
be made hereunder.

The accounting firm engaged to make the deternunatihereunder shall provide its calculations, togetvith detailed supporting
documentation, to you and the Company within fifté€5) calendar days after the date on which yigint to a Payment is triggered (if
requested at that time by you or the Company) oh sther time as requested by you or the Compétiye laccounting firm determines that no
Excise Tax is payable with respect to a Paymetiteebefore or after the application of the Redugetbunt, it shall furnish you and the
Company with an opinion reasonably acceptable totiat no Excise Tax will be imposed with respeciich Payment. Any good faith
determinations of the accounting firm made hereusHall be final, binding and conclusive upon yod the Company



10. AWARD NOT A SERVICE C ONTRACT . Your Performancd&ased Restricted Stock Unit Award is not an empleghor service contra
and nothing in your Performance-Based RestrictedkStnit Award shall be deemed to create in any whgtsoever any obligation on your
part to continue in the employ of the Company oAfiliate, or of the Company or an Affiliate to ninue your employment. In addition,
nothing in your Performance-Based Restricted Stk Award shall obligate the Company or an Affiéatheir respective stockholders,
Boards of Directors, Officers or Employees to condé any relationship that you might have as a Borear Consultant for the Company or an
Affiliate.

11. NoTIces . Any notices provided for in your Performance-BhRestricted Stock Unit Award or the Plan shalbben in writing and
shall be deemed effectively given upon receiptrothe case of notices delivered by mail by the @any to you, five (5) days after deposit in
the United States mail, postage prepaid, addrassgal at the last address you provided to the Gomp

12. GoverNING P LAN D ocuMeNT . Your Performancéased Restricted Stock Unit Award is subject tdtal provisions of the Plan, tl
provisions of which are hereby made a part of y@enformance-Based Restricted Stock Unit Award,iariidrther subject to all interpretations,
amendments, rules and regulations, which may fiora to time be promulgated and adopted pursuathiet®lan. In the event of any conflict
between the provisions of your Performance-BasedriRted Stock Unit Award and those of the Plar, ghovisions of the Plan shall control.



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢iee Registration Statements on Form S-8 (N8-B30735, 333-183517,
333-176272, 333-168322, and 333-165534) of Quirgtiac. of our report dated September 12, 201ating to the consolidated financial
statements, financial statement schedule and fheteeness of internal control over financial repay, which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
September 12, 2014



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT

I, Douglas Valenti, certify that:
1. I have reviewed this annual report on Form 16fIQuinStreet, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or déonfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the company as of, andffier periods presented in this report;

4. The company’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortge designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentdisingport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyedis report based on such
evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the company’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the company’s interr@ntrol over financial reporting; and

5. The company’s other certifying officer and | badisclosed, based on our most recent evaluationterhal control over financial
reporting, to the company’s auditors and the acmlitmittee of the company’s board of directors (@nspns performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the comyfmability to record, process, summarize and refaancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@niifiole in the registrant’s
internal control over financial reporting.

Date: September 12, 2014

/s/ Douglas Valent

Douglas Valent

Chairman and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT

I, Gregory Wong, certify that:
1. I have reviewed this annual report on Form 16fIQuinStreet, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or déonfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the company as of, andffier periods presented in this report;

4. The company’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortge designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentdisingport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyedis report based on such
evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the company’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the company’s interr@ntrol over financial reporting; and

5. The company’s other certifying officer and | badisclosed, based on our most recent evaluationterhal control over financial
reporting, to the company’s auditors and the acmlitmittee of the company’s board of directors (@nspns performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the comyfmability to record, process, summarize and refaancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@niifiole in the registrant’s
internal control over financial reporting.

Date: September 12, 2014

/sl Gregory Won¢

Gregory Wonc

Chief Financial Officer and Senior Vice Presid
(Principal Financial and Accounting Office




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF
FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The certification set forth below is being subrdtte connection with the report on Form 10-K of @ireet, Inc. (the “Report”) for the

purpose of complying with Rule 13a-14(b) or Rule-113l(b) of the Securities Exchange Act of 1934 (thechange Act”) and Section 1350 of
Chapter 63 of Title 18 of the United States Code.

Douglas Valenti, the Chief Executive Officer ance@ory Wong, the Chief Financial Officer of Quin&tenc., each certifies that, to the
best of his knowledge:

1. the Report fully complies with the requiremesttSection 13(a) or 15(d) of the Exchange Act; and

2. the information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of
QuinStreet, Inc.

Date: September 12, 2014

/s/ Douglas Valent

Name: Douglas Valen

Chairman and Chief Executive Offic
(Principal Executive Officer

/sl Gregory Won¢

Name: Gregory Won

Chief Financial Officer and Senior Vice Presid
(Principal Financial and Accounting Office




