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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

Annual Report pursuant to Section 13 or 15(d) of te Securities Exchange Act of 193
For the fiscal year ended December 31, 2013
OR
O Transition report pursuant to Section 13 or 15(d) 6the Securities Exchange Act of 193
Commission File Number: 001-32224

SOFTWARE
Marin Software Incorporated

(Exact name of registrant as specified in its chaefr)

Delaware 20-464718C
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification Number)

123 Mission Street, 25th Floor
San Francisco, CA 94105

(415) 399-2580
(Address, including zip code, and telephone numbeincluding area code, of registrant’s principal exeutive offices)

Securities registered pursuant to Section 12(b) dfie Act:
Title of each clas Name of each exchange on which register
Common stock, par value $0.001 per shai New York Stock Exchange, Inc

Securities registered pursuant to section 12(g) difie Act:
Not applicable

Indicate by check mark if the Registrant is a vkelbwn seasoned issuer, as defined in Rule 405%edbéturities Act.  YesO No

Indicate by check mark if the Registrant is notuiegd to file reports pursuant to Section 13 ortidacl5(d) of Act. Yes[O No

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange Act of4188ring
the preceding 12 months (or for such shorter patiatithe Registrant was required to file such repoand (2) has been subject to such filing neoents for
the past 90 days: Ye&l No O

Indicate by check mark whether the Registrant bamitted electronically and posted on its corpokib site, if any, every Interactive Data File riegd to
be submitted and posted pursuant to Rule 405 ofileeégn S-T (§232.405 of this chapter) during thegeding 12 months (or for such shorter period tttet
Registrant was required to submit and post suek)fil Yes No O

Indicate by check mark if disclosure of delinquiBlers pursuant to Iltem 405 of Regulation S-K (825 of this chapter) is not contained herein, a&iidot
be contained, to the best of Registrant’s knowledygdefinitive proxy or information statements anporated by reference in Part Il of this FormKL.@r any
amendment to this Form 10-K. [

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, m-accelerated filer or a smaller reporting comp&ge the
definitions of “large accelerated filer,” “accelezd filer” and “smaller reporting company” in Rul&b-2 of the Exchange Act. (Check one):

Large accelerated file [ Accelerated file| O

Non-accelerated file Smaller reporting compar [
Indicate by check mark whether the Registrantsball company (as defined in Rule 12b-2 of the Act)yes [ No

Based on the closing price of the Registrant's Comi&tock on the New York Stock Exchange of $10124he last business day of the Registrant’s most
recently completed second fiscal quarter, which Jvase 28, 2013, the aggregate market value ofiéses held by non-affiliates was approximately $195

million. Shares of the Registrant's Common Stodkl by each executive officer and director and bgheentity or person that owned 5 percent or mothef
Registrar’s outstanding Common Stock were excluded in thett persons may be deemed to be affiliates. Theriehitation of affiliate status is n



necessarily a conclusive determination for otheppses.
As of January 31, 2014, there were approximatel® &8llion shares of the Registrant's Common Stogtstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive proxy sta@nt for its 2014 Annual Meeting of Stockholdetse(tProxy Statement”), to be filed within 120 dafghe
Registrant’s fiscal year ended December 31, 20E3inaorporated by reference in Part 11l of thigoBet on Form 10-K. Except with respect to inforroati
specifically incorporated by reference in this FdrfaK, the Proxy Statement is not deemed to bd &ike part of this Form 10-K.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including the “Ma@ment’s Discussion and Analysis of Financial @Giordand Results of
Operations,” contains forward-looking statementgrding future events and our future results thasabject to the safe harbors created unds
the Securities Act of 1933 and the Securities ErgbeaAct of 1934. All statements contained in thimmAal Report on Form 10-K other than
statements of historical fact, including statemeaggmrding our future results of operations andrfgial position, our business strategy and
plans, and our objectives for future operations,farward-looking statements within the meaninghef Private Securities Litigation Reform
Act of 1995. The words “believe,” “may,” “will,” “stimate,” “continue,” “anticipate,” “intend,” “expm,” and similar expressions are intended
to identify forward-looking statements. We havedihthese forward-looking statements largely oncomrent expectations and projections
about future events and trends that we believe affagt our financial condition, results of operasobusiness strategy, short-term and long-
term business operations and objectives, and fiabneeds. These forward-looking statements argstito a number of risks, uncertainties
and assumptions, including those described in Rigk'Factors” section. Moreover, we operate in g wvempetitive and rapidly changing
environment. New risks emerge from time to timés hot possible for our management to predictisitls, nor can we assess the impact of all
factors on our business or the extent to whichfaotor, or combination of factors, may cause actesiilts to differ materially from those
contained in any forward-looking statements we make. In light of these risks, uncertainties argliagptions, the future events and trends
discussed in this report may not occur and actsllts could differ materially and adversely frdroge anticipated or implied in the forward-
looking statements. We undertake no obligatioretase or publicly release the results of any revigd these forward-looking statements,
except as required by law. Given these risks ameniainties, readers are cautioned not to placeaingliance on such forward-looking
statements.

As used in this report, the terms “Marin,” “Regéstt,” “we,
subsidiaries unless the context indicates othen

us,” “our,” and “the Company” mean MarSoftware Incorporated and its
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PART |
ITEM 1. BUSINESS

We provide a leading cloud-based digital advergjsitanagement platform that enables advertiseragedcies to improve the
performance of their online advertising campaigns.

Our Revenue Acquisition Management platform is malics, workflow, and optimization solution foramketing professionals, enabling
them to effectively manage digital advertising caigps across search, display, social and mobiléh @ir platform, customers can:

» measure the effectiveness of their advertising @gms through our proprietary reporting and anesytiapabilities

* manage and execute campaigns through ouriwguiser interface and underlying technology tlegesnlines and automates key
functions, such as ad creation and bidding, aaragsple publishers and channels; ¢

» optimize campaigns across multiple publishei$ éhannels in real time based on market and besigheta to achieve desired
revenue outcomes using our predictive bid managetaehnology

Our platform is integrated with leading publisheugh as Baidu, Bing, Facebook, Google, Yandex aattby! Japan. Additionally, we
have integrations with more than 30 leading wellydica and ad-serving solutions, and key enterpajgglications, enabling our customers to
more accurately measure the return on investmetheaf marketing programs.

Our software platform serves as a system-of-refmrddvertising performance, sales and revenue ditaving advertisers to connect
the dots between advertising spend and revenuemet Through an intuitive interface, we enableaustomers to simultaneously run large-
scale digital advertising campaigns across mulgipielishers and channels, making it easy for markdb create, publish, modify and optin
campaigns in real time.

Our predictive bid management and optimization netbgy also allows advertisers to forecast outcoamesoptimize campaigns across
multiple publishers and channels to achieve thesiress goals. Our optimization technology enadtk®rtisers to easily and rapidly increase
ad spend on those campaigns, publishers and clsathiatlare performing well while reducing investierthose that are not. This category of
solutions, which we refer to as Revenue Acquisitanagement, enables businesses to intelligentyefficiently measure, manage, and
optimize their digital advertising spend to achieesired business results.

Headquartered in San Francisco, we were found28@6. The mailing address of our headquarters3sMigsion Street, 25th Floor, San
Francisco, California 94105 and our telephone nurab¢hat location is (415) 399-2580. Today ourtcoeers collectively manage more than
$6 billion in annualized ad spend on our platfomaking us the largest independent digital advedishanagement solution.

Benefits of our Solution

Our Revenue Acquisition Management platform hebpsegtisers improve their ability to acquire custosn@nd revenue by optimizing
their digital advertising campaigns.

Business Benefits

Financial lift. The combination of optimized digital ad campaigmerkflow efficiencies and better decision makamgables our
customers to increase volume of revenues or legils higher profits, improve advertising returniowestment, and lower costs of customer
acquisition.

Efficiencies and time savingdJtilizing our software solution, customers aréea automate manual and time-intensive tasks asch
reporting, analysis, campaign creation and biddatigwing advertisers to focus on campaign strategpansion and optimization.

1
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Better business decision makinQur Revenue Acquisition Management platform enabthsrtisers to manage campaigns to focus on
higher order business objectives, such as profigmaand quickly filter and compare large data setuncover valuable insights and improve
business outcomes.

Key Strengths

Robust and flexible integratiorOur Revenue Acquisition Management platform ersmbiarketers to aggregate and analyze key data
from large-scale digital advertising campaigns exdted business information systems. This allowasketers to create a system-of-record tha
can be used to reliably attribute revenue to sjpegibgrams, understand the purchase path, andsasgsstomer lifetime value.

Big data analytics.Advertisers often have to manually parse througlpedla@ata sets to uncover opportunity and wastesin tigital
programs. We provide sophisticated analytics caitiabj which enables advertisers to quickly andgpammatically review large data sets,
identify outliers and trends, and take appropraetiton.

Real-time, cross-publisher campaign managementr software solution enables customers to simatiasly run large-scale digital
advertising campaigns across multiple publishetsarannels, making it easy for marketers to creatblish, modify and optimize campaigns
in real time using a single interface.

Predictive bid management and optimizati@ur bid management technology allows marketergtinize campaigns across multiple
publishers and channels to achieve their businests gsuch as increasing revenues or decreasirapsii@er lead or cost per customer
acquired. Advertisers can also forecast and aduistomes using our predictive bidding technology.

Intuitive interface offering visibility and controOur intuitive interface is designed to simplifyetbaily workflow requirements of online
marketers, including managing multiple campaigesfggming real-time analytics and collaboratinghwitulti-user teams.

Experienced team committed to customer sucdasth offices in nine countries, we have a glokem experienced in both digital
advertising and enterprise software, enabling wffaxtively meet the needs of large and sophistécadvertisers.

Scalable cloud-based architecturg/e deliver our cloud-based platform using a pueplsilt technology foundation designed to support
enterprise-scale data sets and transaction volumesechnology allows customers to aggregateestind process large amounts of data whils
maintaining high levels of application availabildyd responsiveness.

Offered Solutions

Our cloud-based digital advertising managemenfgiait enables our customers to measure, managepinaize their digital marketing
campaigns to improve performance of their onlineestising campaigns, realize efficiencies and tgagings, and make better business
decisions. We currently offer two editions of olatform that leverage the same underlying technolog

» Enterprise Editior. Targeting large advertisers and agendiemin Enterpriseis designed to provide digital advertisers with the
power, scale and flexibility required to manageé¢-scale advertising campaigt

» Professional Editior. Targeting mid-market advertisers and agendiisijn Professionals designed for rapid deployment and
offers customers a complete workflow, analysis apiimization solution for managing digital adveirits.
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Marin’s Revenue Acquisition Management Platform — Poduct Schematic

Optimize Optimization
Revenue Predictive Bidding  Multi-Event Conversions  Revenue Attribution
Outcomes Financial Forecasting Actionable Recommendations

Gain Reporting & Analytics
VISIbIlIt? Executive Dashboards Automated Reporting & Alerts  Trend Analysis
& Control Segment Reporting  Cress Channel Analytics

Campaign Management
Manage : F J : _ . _ :
Cumplexit}‘ Analytics-to-Actio ross-Publisher Editing
Bulk Campaign Expansion  Audience Targeting Creative Optimization
Leverage
Flexible Revenue Capture  Open Channel Integration  Audience Profilin
Your Data e . .

Open Data Passback Contextual Adaption

Our software platform is comprised of the followimpdules:

Optimization. OurOptimizationmodule helps advertisers manage bids across paldish meet revenue goals and identify opportunitie
for campaign improvements leading to improved fiahperformance and efficiencies. Key capabilioé®ur Optimizationmodule include:

¢ Predictive Bidding Our predictive bid management solution allows atisers to calculate bids across any number ofréis,u
including ads with little or no data, using statiat methods. Users can set business level gaalh, @& meeting a given return on
advertising investment, and bids can be optimizasrdto a granular ad unit lew

¢ Multi-Event ConversionMany online advertisers have multi-step purcHaseaels where an online user might first fill ouead
form and then make a purchase. We provide advestibe flexibility to measure multiple conversioreats, and calculate discrete
bids based on the value of each event in the ceimrefunnel.

¢ Revenue Attributior A customer purchasing a product online may haes lexposed to digital ads across search, socslagi an
mobile, making revenue attribution difficult. OQptimizationmodule enables advertisers to accurately attriteuenue across
multiple channels, leading to deeper insights atteb bidding outcome

¢ Financial Forecasting OurOptimizationmodule enables advertisers to run what-if scenadiabey can change their bidding
strategies or budget allocations, and understaméhipact on the overall progra

3



Table of Contents
Index to Financial Statements

Reporting and Analytics OurReporting and Analyticsiodule enables advertisers to report results asabéss level and analyze cross-
channel performance trends, leading to improveiility and significant time savings. Key capahdi of ourReporting and Analyticsiodule
include:

» Executive Dashboard Our dashboards provide an at-a-glance view ofaligampaign performance with key performance
indicators (KPIs), such as conversions, revenyeafits, as well as performance and budget tre

» Automated Reporting and Aler Users can set up automated reports to simplifgntépy and analysis workflows, including trigg
that notify advertisers when key metrics vary alasif optimal range:

« Dimension Reportin¢ Advertisers can tie digital campaigns to higheeleconstructs such as business lines, productjceaés and
geographic regions, resulting in clear visibilibga business level metrics and KPIs, such as thiaoility of a product categon

» Cross-Channel AnalysisOur cross-channel analysis capabilities enablertiders to understand the consumer path to psecha
leading to better insights into channel performaaoe the value of cra-channel advertising

Campaign Management Our Campaign Managementodule provides the digital advertiser with a wdfinterface to create, manage
and optimize campaigns across a broad range oispels, leading to greater efficiencies and inaddkxibility. Key capabilities of our
Campaign Managementodule include:

e Cross-Publisher Editing Allows advertisers to create and edit campaigresative, bids, and budgets in bulk across publshad
accounts

» Audience Targetin. Allows advertisers to target specific audienaa®ss a variety of dimensions such as age, geratgaon,
interests, device and the social gre

» Creative Optimization Enables advertisers to test ad copy, imageslaalihg pages to identify combinations that maxaniz
revenue outcome

» Campaign ExpansionProvides users with unique insights to rapidigvgmarketing programs through ad unit expansiorkilamw
and automated generation of new campaigns baselieah defined rules

Connect. OurConnectmodule helps advertisers automate and streaml@ieahility to capture revenue, cost and audierata ttom a
range of sources such as ad servers, analytiasnsysCRM platforms, publishers and third party bases. Through proprietary integrations
across multiple data sources, @onnectmodule enables advertisers to have a holistic mabfitheir digital advertising campaigns leadiag t
financial lift and time savings. Key capabilitiesour Connectmodule include:

* Revenue Conne. With Revenue Connect, performance marketers earno their purchase funnels, bridge offline sateonline
advertising, and optimize to customer lifetime \ea

» Audience Connet. Powered by our partner ecosystem, Audience Cono@mbines an advertiser’s first party data whtbusands
of attributes of audience data such as purchasatimdemographics and behavioral insights, enalléhgrtisers to build customer-
centric programs across all digital marketing cleds

» Channel ConnectUsing Channel Connect, advertisers can incorpatata from multiple publishers, including new anthller
publisher networks into our platform thereby gagnansingle source from which to measure performanaek revenue, and
optimize bidding

Technology & Supporting Platform

We designed our cloud-based platform to suppogelaiobal advertisers. The majority of our softwigrevritten in Java. Our hardware
consists of industry-standard servers and netwdrkstructure. Our standard
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operating system is Linux. Our software platfornghsiracter-set, language, currency, and time-zahepiendent. Our technology platform has
the following key benefits:

Scalability. Our software platform is designed to handle dnili of ad units across thousands of advertiseiite délivering a responsive
browsing and editing experience. As the numbeoEdtisers and resulting computing and storageireapents grow, we can add hardware to
the platform to accommodate growing demand. Weebielthe hardware we use is available from mulgplerces and hence we do not expect
to have any temporal delays, or sourcing challengegher, we do not expect any liquidity or cajplitaitations that would materially impact
our ability to scale our platform.

Availability . Our customers are highly dependent on the avkiijabf our platform, which is designed to be dable 24x7, 365 days a
year. We operate our own hardware and use-party data centers that offer server redundaragkdup communications and power and
physical security.

Security. Our software platform manages a large quantityustomer data. We employ technologies, policiesmncedures to protect
customer data. Our third-party data center has SBA&testations.

Customers

We market and sell our solutions to advertisersadiy and through advertising agencies that uselaaform on behalf of their
customers. Advertisers that we serve through datioaships with agencies have historically repnése about half our revenues. There were
no customers that accounted for greater than 108tofevenues in 2013, 2012 or 2011.

Competition

The digital advertising platform market is highlgrapetitive, fragmented, and subject to change®ih technology and customer
behavior. We face significant competition today axgect competition to intensify in the future. Maintain and improve our competitive
position, we must keep pace with the evolving neddsir customers and continue to develop anddiite new modules, features and serv
in a timely and efficient manner.

We currently compete with large, well-establishethpanies, such as Adobe Systems Incorporated aogl&imc. (through its wholly-
owned subsidiary DoubleClick), and privately-hetimpanies, such as Acquisio Inc., which focusedysole agencies, and Kenshoo Ltd. We
also compete with in-house proprietary tools argtam solutions, including spreadsheets.

We believe the principal competitive factors in auarket include the following:
» solution quality, breadth, flexibility and functiality;
» tangible platform benefit:
» level of customer satisfaction and our ability éspond to customer needs rapit
» breadth and quality of advertiser and agency mlatiips;
» ability to innovate and develop new or improvedduats and module:
» ability to respond to changes in publist’ application program interfaces, or AP
» brand awareness and reputation;

* size of customer bas

Our ability to remain competitive will largely depeton our ongoing performance in the areas of olutisn breadth and customer
support.
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Sales and Marketing

We sell our solutions directly to advertisers amadgencies in a wide range of industries throughgtabal sales team. Our sales cycle
vary substantially by advertiser and agency, bpicgily is one to nine months. We have a numbercabunt executive sales teams organized
by geography and market segments. We also havegice@mnagers who are responsible for long-termpowst satisfaction and retention,
renewal, and driving the expansion of the use ofptatform.

Our marketing team is focused on driving awarea@sisdemand generation across major markets. Tdms peovides thought leadership
in the form of white papers, benchmarking repdijdines, presenting at industry conferences andlspg to the press. In addition, they are
responsible for the creation of field enablemesetssuch as case studies, blog posts and corpoitesral.

Research and Development

Innovation is key to our success. Our researchdevdlopment team is responsible for the desigreldpment, and maintenance of our
platform. Our research and development process asig#s frequent, iterative and incremental devetoyiraycles, and we typically release
new features every month. Within the research @aweldpment team, we have several highly alignetkpendent sub-teams comprised of six
to twelve team members that focus on particulaiufeasets of our solutions. Each of these sub-téachsdes engineers, quality assurance
specialists and product managers responsible éoinitial and ongoing development of each sub-tedesature sets. Total research and
development expense was $20.7 million, $14.0 nmildad $7.1 million for the years ended Decembef813, 2012 and 2011.

Employees

As of December 31, 2013, we had a total of 500ledull-time employees, including 154 employeesdted outside the United States.
None of our employees is represented by a labanumi covered by a collective bargaining agreematat.have not experienced any wi
stoppages, and we consider our relations with oypl@yees to be good.

Intellectual Property

Our intellectual property rights are a key compdregrour success. We rely on a combination of patesdemark, copyright, unfair
competition and trade secret laws, as well as denfiality procedures and contractual restrictido®stablish, maintain and protect our
proprietary rights.

As of December 31, 2013, we had two issued paterddwo patent applications pending in the Unitedes.

We own and use trademarks on or in connection aithproducts and services, including one trademeglstered with the European
Union and Australia and unregistered common lawksnand pending trademark applications in the Urfgtdes, China, Japan and Singapore
We have also registered numerous Internet domamresa

Available Information

The mailing address of our headquarters is 123itisStreet, 25th Floor, San Francisco, Califoridd@® and our telephone number at
that location is (415) 399-2580. Our website is wmarinsoftware.com. Through a link on the Inve&enter section of our website, we make
available the following filings as soon as reastyabacticable after they are electronically fitleith or furnished to the Securities and
Exchange Commission (the “SEC"): our Annual Reporform 10-K, Quarterly Reports on Form 10-Q, CutriReports on Form &; and any
amendments to those reports filed or furnishedyamnsto Section 13(a) or 15(d) of the Securitiestaxge
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Act of 1934. All such filings are free of chargehelinformation posted to our website is not incoaped into this Annual Report on Form KO-
The public may read and copy any materials thafileavith the SEC at the SEC’s Public Reference Rad 100 F Street, NE, Washington,
DC 20549. The public may obtain information on tiperation of the Public Reference Room by calllmg $EC at 1-800-SEC-0330. The SEC
also maintains an internet site that contains tspproxy and information statements, and otharinftion regarding issuers that file
electronically with the SEC at www.sec.gov.
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ITEM 1A. RISK FACTORS

Our operations and financial results are subjecvéwious risks and uncertainties, including thossctibed below, which could advers
affect our business, results of operations, caslvd| financial conditions, and the trading pricecofr common stock.

Risks Related to Our Business

We have a history of losses and we may not ach@v&ustain profitability in the future.

We have incurred significant losses in each figealr since our incorporation in 2006. We experidnuet losses of $35.9 million during
2013. As of December 31, 2013, we had an accuntutiécit of $113.2 million. The losses and accusted deficit were due to the substar
investments we made to grow our business and acqugtomers. We anticipate that our cost of reveand operating expenses will increase
substantially in the foreseeable future as we oomtio invest to grow our business and acquireoouests and develop our platform and new
functionality. These efforts may prove more expemshan we currently anticipate, and we may notsed in increasing our revenues
sufficiently to offset these higher expenses. Mahgur efforts to generate revenues from our bissirsge new and unproven, and any failut
increase our revenues or generate revenues fronsoletions could prevent us from attaining or isieg profitability. Furthermore, to the
extent we are successful in increasing our custdrage, we could also incur increased losses becasgeassociated with entering into
customer contracts are generally incurred up frehtle customers are billed over the term of thetaact generally through our usage-based
pricing model. We do not expect to be profitabl2@14 and we cannot be certain that we will be &bktain profitability on a quarterly or
annual basis, or if we do, that we will sustainfipability.

Our limited operating history makes it difficult tevaluate our current business and future prospects

Although we began our operations in March 2006 digdenot begin generating substantial revenues 8a@0. Our limited operating
history may make it difficult to evaluate our curtdusiness and our future prospects. We have eteaad and will continue to encounter ri
and difficulties frequently experienced by growitgmpanies in rapidly developing and changing indesstincluding challenges in forecasting
accuracy, determining appropriate investments ofimited resources, market acceptance of our iegstind future solutions, competition fr
established companies with greater financial aodrtieal resources, acquiring and retaining custepraanaging customer deployments and
developing new solutions. Our current operatiofi@structure may require changes in order for uactdeve profitability and scale our
operations efficiently. For example, we may needutomate portions of our solution to decreasecosts, ensure our marketing infrastructure
is designed to drive highly qualified leads co$¢etively and implement changes in our sales mtalghprove the predictability of our sales
and reduce our sales cycle. If we fail to implentbese changes on a timely basis or are unabtepgtement them due to factors beyond our
control, our business may suffer. We cannot asgamethat we will be successful in addressing tteskother challenges we may face in the
future.

Our usage-based pricing model makes it difficultflarecast revenues from our current customers andiure prospects.

We have a usage-based pricing model where mostrdees are calculated as a percentage of custbamkmertising spend managed on
our platform. This pricing model makes it diffictitt accurately forecast revenues because our cassbadvertising spend managed by our
platform may vary from month to month based onvhgety of industries in which our advertisers @ier the seasonality of those industries
and fluctuations in our customers’ advertising betdgr other factors. Our contracts with our diambtertiser customers generally contain a
minimum monthly fee, which is generally greatentlme-half of our estimated monthly revenues frobexdustomer at the time the contract is
signed, and, as a result, the monthly minimum n@tybe a good indicator of our revenues from thatawer. In addition, advertisers that use
our platform through our agency customers typicdtiynot have a minimum monthly spend amount orrdmim term during which they mu
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use our platform and, as a result, the abilityor@¢ast revenues from these advertisers is diffiddlditionally, if we overestimate usage, we
may incur additional expenses in adding infrastriegtwithout a commensurate increase in revenugishwvould harm our gross margins and
other operating results.

The market for digital advertising management sdhuts is relatively new and dependent on growth arious digital advertising
channels. If this market develops more slowly offéiently than we expect, our business, growth guests and financial condition would be
adversely affected.

The market for digital advertising management $ohs such as ours is relatively new and theseisokitmay not achieve or sustain high
levels of demand and market acceptance. While lsear@ display advertising has been used succesfulseveral years, marketing via new
digital advertising channels such as mobile anéasoredia is not as well established. The futu@agh of our business could be constrained
by both the level of acceptance and expansion efgimg digital advertising channels, as well asdbetinued use and growth of existing
channels, such as search and display advertisirem Ethese channels become widely adopted, adeestand agencies may not make
significant investments in solutions such as olas help them manage their digital advertising gpgeross publisher platforms and adverti
channels. It is difficult to predict customer adoptrates, customer demand for our platform, ther&ugrowth rate and size of the digital
advertising management solutions market or they@ftcompetitive solutions. Any expansion of therkea for digital advertising management
solutions depends on a number of factors, inclutheggrowth of the digital advertising market, rewth of social and mobile as advertising
channels and the cost, performance and perceivad gasociated with digital advertising managensehitions. If digital advertising
management solutions do not achieve widespreadiadppr there is a reduction in demand for dig&dVertising caused by weakening
economic conditions, decreases in corporate spgradtintherwise, it could result in reduced usadacivcould decrease revenues or otherwis
adversely affect our business.

If we are unable to maintain our relationships wittand access to, publishers, our business will suf

We currently depend on relationships with varioublishers, including Baidu, Bing, Criteo, FaceboGlogle, Yandex and Yahoo!
Japan . Our subscription services interface wigséhpublishers’ platforms through APIs, such as3begle AdWords API. We are subject to
the publishers’ standard API terms and conditiariich govern the use and distribution of data ftbese publishers’ platforms. Our business
significantly depends on having access to these ARirticularly the Google AdWords API, which thistantial majority of our customers
use, on commercially reasonable terms and our essiwould be harmed if any of these publishersodistue or limit access to their
platforms, modify their terms of use or other piggcor place additional restrictions on us as Adalrg, or charge API license fees for API
access. Moreover, some of these publishers, suGloagle, market competitive solutions for theirtfdems. Because the publishers control
their APIs, they may develop competitive offerintlgat are not subject to the limits imposed on wsubh the API terms and conditions.
Currently, restrictions in these API agreementstlonr ability to implement certain functionalitsgquire us to implement functionality in a
particular manner or require us to implement centaguired minimum functionality, causing us to oevdevelopment resources to implement
certain functionality that we would not otherwiselude in our subscription services and to incwt&dor personnel to provide services to
implement functionality that we are prohibited fraumtomating. Publishers update their API termssef filom time to time and new versions of
these terms could impose additional restrictionsi@nn addition, publishers continually updaterti#d’ls and may update or modify
functionality, which requires us to modify our swétre to accommodate these changes and to devbtadakresources and personnel to these
efforts which could otherwise be used to focus theopriorities. Any of these outcomes could calesmand for our products to decrease, our
research and development costs to increase, anésults of operations and financial condition éohiarmed.

Our growth depends in part on the success of ouat®nships with advertising agencies.

Our future growth will depend, in part, on our &@pito enter into successful relationships with edising agencies. Identifying agencies
and negotiating and documenting relationships wi#gm requires significant time
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and resources. These relationships may not resaliditional customers or enable us to generatgfisignt revenues. Our contracts for these
relationships are typically noexclusive and do not prohibit the agency from wogkivith our competitors or from offering competisgrvices
We generally bill agencies for their customers’ aseur platform, but the agency’s customer haslinect contractual commitment to make
payment to us. Furthermore, some of these agemtyamts include provisions whereby the agency tdiable for making payment to us for
our subscription services if the agency does ra#ive a corresponding payment from its client omsehbehalf the subscription services were
rendered. These provisions may result in longdectbns periods or our inability to collect paymé&osr some of our subscription services. If
we are unsuccessful in establishing or maintainimgrelationships with these agencies on comméyai@asonable terms, or if these
relationships are not profitable for us, our apitih compete in the marketplace or to grow our nes could be impaired and our operating
results would suffer.

We may not be able to compete successfully againstent and future competitors.

The overall market for digital advertising manageatrsolutions is rapidly evolving, highly competitivcomplex, fragmented, and subject
to changing technology and shifting customer nedtisface significant competition in this market amel expect competition to intensify in-
future. We currently compete with large, well-edisttied companies, such as Adobe Systems Incorpbaaig Google Inc. (through its wholly-
owned subsidiary DoubleClick), and privately-hettmpanies, such as Acquisio Inc., which focusedysole agencies, and Kenshoo Ltd. We
also compete with in-house proprietary tools arstam solutions, including spreadsheets. Increasatpetition may result in reduced pricing
for our solutions, longer sales cycles or a deered®ur market share, any of which could negafiaglect our revenues and future operating
results and our ability to grow our business.

A number of competitive factors could cause uote Ipotential sales or to sell our solutions aeloprices or at reduced margins,
including, among others:

e potential customers may choose to develop or coetia use internal solutions rather than payingftorsolutions or may choose
use a competit’'s solution that has different or additional techhapabilities

e companies may enter our market by expanding tha&ifgpms or acquiring a competitc

* some of our competitors, such as Adobe and (&pbgve greater financial, marketing and techrniesburces than we do, allowing
them to leverage a larger installed customer tekapt more aggressive pricing policies, and degogater resources to the
development, promotion and sale of their produstbservices than we can; a

» companies marketing search, social, display, mail@eb analytics services could bundle digitaleatlsing management solutio
or offer such products at a lower price as pa# lafrger product sal

We cannot assure you that we will be able to competcessfully against current and future compstitbwe cannot compete
successfully, our business, results of operatiosfimancial condition could be negatively impacted

Our business depends on our customers’ continuetlimgness to manage advertising spend on our platfo

In order for us to improve our operating resultss important that our customers continue to martagir advertising spend on our
platform, increase their usage and also purchagiéi@uhl solutions from us. In the case of our diredvertiser customers, we offer our
solutions primarily through subscription contraaigl generally bill customers over the related suson period, which is generally one year
or longer. During the term of their contracts, direct advertiser customers generally have no atitig to maintain or increase their
advertising spend on our platform beyond a spetifiinimum monthly fee, which is typically set aetime the contract is
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signed and is generally greater than half of thetilg amount we anticipate the customer will speDdr direct advertiser customers have no
renewal obligation after the initial or themrent renewal subscription period expires, arghaf/customers renew contracts, they may deci
the level of their digital advertising spend marthtfgough our platform, resulting in lower revenfi@sn that customer. Advertisers that we
serve through our arrangements with our advertiagencies generally do not have any contractuahtitment to use our platform. Our
customersusage may decline or fluctuate as a result of abeurof factors, including, but not limited to, theatisfaction with our platform a
our customer support, the frequency and severigutdges, the pricing of our, or competing, sohgiahe effects of global economic
conditions and reductions in spending levels ongea in our customers’ strategies regarding digii&krtising. Due to our limited historical
experience, we may not be able to accurately préaigre usage trends. If our customers renew s fl@vorable terms or reduce their
advertising spend on our platform, our revenues grayw more slowly than expected or decline.

We incur upfront costs associated with onboardindvartisers to our platform and may not recoup omvestment if we do not maintain the
advertiser relationship over time.

Our operating results may be negatively affectedeifare unable to recoup our upfront costs for anting new advertisers to our
platform. Upfront costs when adding new advertiggnserally include sales commissions for our sfle®e, expenses associated with entering
customer data into our platform and other implemgon-related costs. Because our customers, ingudirect advertisers and agencies, are
billed over the term of the contract, if new cusamsign contracts with short initial subscriptferiods and do not renew their subscriptions,
or otherwise do not continue to use our platforra tevel that generates revenues in excess ofgdtont expenses, our operating results coulc
be negatively impacted. In cases in which the imgletation process is particularly complex, the nens resulting from the customer under
our contract may not cover the upfront investmsatif a significant number of these customers da@oeew their contracts, it could negatively
affect our operating results.

Because we generally bill our customers over thertef the contract, near term decline in new or rewed subscriptions may not |
reflected immediately in our operating results.

Most of our revenues in each quarter are derivexh ftontracts entered into with our customers dupireyious quarters. Consequently, a
decline in new or renewed subscriptions in any querter may not be fully reflected in our revenfeeghat quarter. Such declines, however,
would negatively affect our revenues in future pésiand the effect of significant downturns in salad market acceptance of our solutions,
and potential changes in our rate of renewalsmmewl terms, may not be fully reflected in our tesaf operations until future periods. In
addition, we may be unable to adjust our cost sireaapidly, or at all, to take account of reduoedenues. Our subscription model also m:
it difficult for us to rapidly increase our totawenues through additional sales in any periodewnues from new customers must be earned
over the applicable subscription term based owéhege of their monthly advertising spend.

We have been dependent on our customers’ use ofckeadvertising. Any decrease in the use of seaatlvertising or our inability to
further penetrate mobile, social and display advsiig channels would harm our business, growth ppegts, operating results and financi
condition.

Historically, our customers have primarily used saolutions for managing their search advertisingluding mobile search advertising,
and the substantial majority of our revenues arvel@ from advertisers that use our platform to agntheir search advertising. We expect
search advertising will continue to be the primamgnnel used by our customers for the foreseeahlest Should our customers lose
confidence in the value or effectiveness of searblertising, the demand for our solutions may declin addition, our failure to achieve
market acceptance of our solution for the managéwofemobile, social and display advertising speraiild harm our growth prospects,
operating results and financial condition.
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Our sales cycle can be long and unpredictable aeduire considerable time and expense, which mays&aur operating results to
fluctuate.

The sales cycle for our solutions, from initial taet with a potential lead to contract executiod amplementation, varies widely by
customer, but is typically one to nine months. Safheur customers undertake a significant evaluagpimcess that frequently involves not c
our solutions but also those of our competitorscivinas in the past resulted in extended salegsy€lur sales efforts involve educating our
customers about the use, technical capabilitieshendfits of our platform. In addition, under cérteircumstances, we sometimes offer an
initial term, typically of a few months in duratioi® new customers who may terminate their subBori@t any time during this initial period
before the fixed term contract commences. We havassurance that the substantial time and money speour sales efforts will produce any
sales. If our sales efforts result in a new custasnbscription, the customer may terminate its stuptson during the initial period, after we
have incurred the expenses associated with entdrengustomes data in our platform and related training andosup If sales expected fron
customer are not realized in the time period exgmkot not realized at all, or if a customer terrtesaluring the initial period, our business,
operating results and financial condition couldabgersely affected.

Material defects or errors in our software platforeould harm our reputation, result in significantasts to us and impair our ability to se
our subscription services.

The software applications underlying our subsaipservices are inherently complex and may comteiterial defects or errors, which
may cause disruptions in availability, misallocataf advertising spend or other performance problelmy such errors, defects, disruptions in
service or other performance problems with ourvearfé platform could negatively impact our custorheusinesses or the success of their
advertising campaigns and cause harm to our repntdt we have any errors, defects, disruptionsernvice or other performance problems
with our software platform, customers could eleatto renew or reduce their usage or delay or witthipayment to us, which could result in
increase in our provision for doubtful accountsprincrease in the length of collection cyclesdocounts receivable. Errors, defects,
disruptions in service or other performance prolsl@wuld also result in customers making warrantgtber claims against us, our giving
credits to our customers toward future advertisipgnd or costly litigation. As a result, materiafetts or errors in our platform could have a
material adverse impact on our business and fiahperformance.

The costs incurred in correcting any material dsfec errors in our software platform may be sutitsdhand could adversely affect our
operating results. After the release of new vessifrour software, defects or errors may be idigtifrom time to time by our internal team
and by our customers. We implement bug fixes anptages as part of our regularly scheduled systemtemance. If we do not complete this
maintenance according to schedule or if custonrerstherwise dissatisfied with the frequency andimation of our maintenance services,
customers could elect not to renew, or delay ohlgtd payment to us, or cause us to issue credike refunds or pay penalties.

We derive our revenues from a single software piath and any factor adversely affecting subscriptto our platform could harm our
business and operating results.

We derive our revenues from sales of a single sofivplatform. As such, any factor adversely affeg8ubscriptions to our platform,
including product release cycles, market acceptgrogluct competition, performance and reliabiligputation, price competition, and
economic and market conditions, could harm ourrmss and operating results.

We primarily use a single third-party data centar dleliver our services . Any disruption of servigethis facility could harm our business.

We manage a significant portion of our services serde substantially all of our customers fromrayla third-party data center facility.
While we control the actual computer, network atwdlagge systems upon which
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our platform runs, and deploy them to the dataeardfatility, we do not control the operation of flaeility. The owner of the facility has no
obligation to renew the agreement with us on corcially reasonable terms, or at all. If we are upablrenew the agreement on commerci
reasonable terms, we may be required to transfeinew facility or facilities, and we may incur sificant costs and possible service
interruption in connection with doing so.

The facility is vulnerable to damage or serviceiniption resulting from human error, intentionadtacts, earthquakes, hurricanes,
floods, fires, war, terrorist attacks, power lossesdware failures, systems failures, telecomnatitos failures and similar events. Moreover,
while we have a disaster recovery plan in placedaaot maintain a “hot failover” instance of owoftsvare platform permitting us to
immediately switch over in the event of damageesvise interruption at our data center . The o@nee of a natural disaster or an act of
terrorism, any outages or vandalism or other midaot) or a decision to close the facility withodeguate notice or other unanticipated
problems could result in lengthy interruptions ur services.

Any changes in service levels at the facility oy arrors, defects, disruptions or other performammoblems at or related to the facility
that affect our services could harm our reputasiod may damage our customers’ businesses. Intemngph our services might reduce our
revenues, subject us to potential liability, oruted reduced usage of our platform. In additisome of our customer contracts require us to
issue credits for downtime in excess of certairlgewand in some instances give our customers tlity ab terminate their subscriptions.

We also depend on third-party Internet-hosting jlers and continuous and uninterrupted accesstiternet through third-party
bandwidth providers to operate our business. Ifose the services of one or more of our Intetretting or bandwidth providers for any rea
or if their services are disrupted, for example thueiruses or “denial-of-service” or other attackstheir systems, or due to human error,
intentional bad acts, power loss, hardware failullecommunications failures, fires, wars, tesbaittacks, floods, earthquakes, hurricanes,
tornadoes or similar events, we could experiensrugtion in our ability to offer our solutions oeweould be required to retain the services of
replacement providers, which could increase ouraip®y costs and harm our business and reputation.

If we cannot efficiently implement our solutions f@ustomers, we may lose custome

Our customers have a variety of different data sisnenterprise applications and infrastructureamdplatform must support our
customers’ data formats and integrate with compleberprise applications and infrastructures. Ifgiatform does not currently support a
customer’s required data format or appropriatelggrate with a customer’s applications and infradtire, then we may choose to configure
our platform to do so, which would increase ouranges . Additionally, we do not control our custeshanplementation schedules. As a
result, as we have experienced in the past, itastomers do not allocate internal resources nagess meet their implementation
responsibilities or if we face unanticipated impéartation difficulties, the implementation may béaged. Further, in the past, our
implementation capacity has at times constrainedbility to successfully implement our solutioms bur customers in a timely manner,
particularly during periods of high demand. If thestomer implementation process is not executeckesstully or if execution is delayed, we
could incur significant costs, customers could neealissatisfied and decide not to increase usagargflatform, not to use our platform
beyond an initial period prior to their term commént and revenue recognition could be delayeddditian, competitors with more efficient
operating models with lower implementation costsldgenetrate our customer relationships.

Additionally, large customers may request or regjgpecific features or functions unique to theitipalar business processes, which
increase our upfront investment in sales and depboy efforts and the revenues resulting from thretaruers under our typical contract length
may not cover the upfront investments. If prospectarge customers require specific features octfans that we do not offer, then the market
for our solution will be more limited and our busss could suffer. In addition, supporting largetaoeers could require us to devote significan
development services and support personnel and simapersonnel resources and
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infrastructure. If we are unable to address thelsef these customers in a timely fashion or furttevelop and enhance our solution, these
customers may not renew their subscriptions, seéériinate their relationship with us, renew asléavorable terms, or reduce their
advertising spend on our platform. If any of thesge to occur, our revenues may decline and ouratipg results could be adversely affected

If we are unable to maintain or expand our sales@marketing capabilities, we may not be able to geate anticipated revenue

Increasing our customer base and achieving braadgtet acceptance of our software platform willelegto a significant extent on our
ability to expand our sales and marketing operatemd activities. We expect to be substantiallyedepnt on our sales force to obtain new
customers. We currently plan to expand our sakes @ order to increase revenues from new andiegististomers and to further penetrate
our existing markets and expand into new markets.90lutions require a sophisticated sales fordh gpecific sales skills and technical
knowledge. Competition for qualified sales persdimmatense, and we may not be able to retainesisting sales personnel or attract, intec
or retain sufficient highly qualified sales persehn

Our ability to achieve revenue growth in the futwi# depend, in large part, on our success inugitig, training and retaining sufficient
numbers of sales personnel. These new employeeseeignificant training and experience beforeythehieve full productivity. For internal
planning purposes, we assume that it will take @yiprately three months before a newly hired sadgsasentative is fully trained and
productive in selling our solutions. This amountiofe may be longer for sales personnel focusedesngeographies or specific market
segments. As a result, the cost of hiring and @agrgew representatives cannot be offset by themees they produce for a significant period
of time. Our recent hires and planned hires maybeobme productive as quickly as we would like, aedmay not be able to hire or retain
sufficient numbers of qualified individuals in thearkets where we do business. Our business wikheusly harmed if these expansion eft
do not work as planned or generate a corresporsigmificant increase in revenues.

Any failure to offer higr-quality technical support services may adverselfeaf our relationships with our customers and harour financial
results.

Our customers depend on our support organizatioestmlve any technical issues relating to our gmist In addition, our sales process is
highly dependent on the quality of our solutions; lbusiness reputation and on strong recommendafiom our existing customers. Any
failure to maintain high-quality technical suppant,a market perception that we do not maintaimigjgality support, could harm our
reputation, adversely affect our ability to selt golutions to existing and prospective customams, harm our business, operating results and
financial condition.

We offer technical support services with our sang and may be unable to respond quickly enouglecdommodate short-term increases
in customer demand for support services. We alspbreainable to modify the format of our supporvemss to compete with changes in
support services provided by competitors. It ificlift to predict customer demand for technicalup services and if customer demand
increases significantly, we may be unable to predtisfactory support services to our customedslitionally, increased customer demand
these services, without corresponding revenuedd docrease costs and adversely affect our operagisults.

If our security measures are breached or unauth@izaccess to customer data or our data is otherwistined, our solutions may k
perceived as not being secure, customers may redleeaise of or stop using our solutions and we niagur significant liabilities.

Security breaches could result in the loss of imfation, litigation, indemnity obligations and otHiability. While we have security
measures in place, our systems and networks ajecstd ongoing threats and therefore these sgameéiasures may be breached as a result
third-party action, including cyber-attacks or athe

14



Table of Contents
Index to Financial Statements

intentional misconduct by computer hackers, emmaymor, malfeasance or otherwise. This could tésune or more third parties obtaining
unauthorized access to our customers’ data or atav; thcluding intellectual property and other édential business information. Because
techniques used to obtain unauthorized accesssabimtage systems change frequently and generallyoh recognized until launched agair
target, we may be unable to anticipate these tqalsior to implement adequate preventative meastings parties may also attempt to
fraudulently induce employees or customers intoldgng sensitive information such as user namasswgords or other information in order to
gain access to our customers’ data or our datludimg intellectual property and other confidenbakiness information. If an actual or
perceived breach of our security occurs, the markateption of the effectiveness of our securityasuees could be harmed, we could lose
potential sales and existing customers or we cioaldr other liabilities, which could adversely aff@ur business.

We must develop and introduce enhancements and features that achieve market acceptance or thatfkeace with technological
developments to remain competitive in our evolvindustry.

We operate in a dynamic market characterized bigisaphanging technologies and industry and legamhdards. The introduction of new
Revenue Acquisition Management solutions by ouretitors, the market acceptance of solutions basatew or alternative technologies, or
the emergence of new industry standards could remdeplatform obsolete. Our ability to competeassfully, attract new customers and
increase revenues from existing customers dependsge part on our ability to enhance and improveexisting Revenue Acquisition
Management platform and to continually introduc@cguire new features that are in demand by th&ehare serve. We also must update our
software to reflect changes in publishers’ APIs terths of use. The success of any enhancementosalation depends on several factors,
including timely completion, adequate quality tegtiappropriate introduction and market acceptafing.new platform or feature that we
develop or acquire may not be introduced in a ynoelcost-effective manner, may contain defectsiay not achieve the broad market
acceptance necessary to generate significant regeffuve are unable to anticipate or timely anccesgsfully develop or acquire new offerings
or features or enhance our existing platform totraastomer requirements, our business and operasuts will be adversely affected.

Our growth depends in part on the success of ouatgic relationships with third parties.

Our future growth will depend on our ability to entnto successful strategic relationships withdiparties. For example, we are seeking
to establish relationships with third parties teelep integrations with complementary technologg aantent. These relationships may not
result in additional customers or enable us to geaesignificant revenues. ldentifying partners aadotiating and documenting relationships
with them require significant time and resourcest Eontracts for these relationships are typicatip-exclusive and do not prohibit the other
party from working with our competitors or from efing competing services. If we are unsuccessfabtablishing or maintaining our
relationships with these third parties, our abitycompete in the marketplace or to grow our reesrcould be impaired and our operating
results would suffer.

As a result of our custome’ increased usage of our software platform, we wiked to continually improve our hosting infrastrtire to
avoid service interruptions or slower system perfance.

We have experienced continued growth in the nurobadvertisers, transactions and data that ouiriwatfrastructure supports. We
seek to maintain sufficient excess capacity ininfrastructure to meet the needs of all of our cors. We also seek to maintain excess
capacity to facilitate the rapid provision of neustomer deployments and the expansion of existiusgpmer deployments. For example, if we
secure a large customer or a group of customersebaire significant amounts of bandwidth or sg@rave may need to increase bandwidth,
storage, power or other elements of our applicai@hitecture and our infrastructure, and our @gssystems may not be able to scale in a
manner satisfactory to our existing or prospectivgtomers.

The amount of infrastructure needed to supportcagtomers is based on our estimates of anticipetade. If we were to experience
unforeseen increases in usage, we could be regoiiedrease our infrastructure
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investments resulting in increased costs or redgeess margins, and if we do not accurately preslictinfrastructure capacity requirements,
our customers could experience service outagesthgtsubject us to financial penalties and lialkgitand result in customer losses. If our
hosting infrastructure capacity fails to keep patth increased sales, customers may experiencé&seanierruptions or slower system
performance as we seek to obtain additional capaeitich could harm our reputation and adverselgcifour revenue growth. As use of our
software platform grows and as customers use infare complicated tasks, we will need to devotdtamithl resources to improving our
application architecture and our infrastructureiider to maintain the performance of our softwdagfgrm. We may need to incur additional
costs to upgrade or expand our computer systemarahiecture in order to accommodate increasedaddrif our systems cannot handle
current or higher volumes of usage. In additiooreéasing our systems and infrastructure in advahoew customers would cause us to have
increased cost of revenues, which can adversedgtadiur gross margins until we increase revenussatte spread over the increased costs.

Any failure to protect our intellectual property ghts could impair our ability to protect our propgtary technology and our branc

Our success and ability to compete depend in e wur intellectual property. We primarily rely arcombination of copyright, trade
secret and trademark laws, as well as confidetytipfibcedures and contractual restrictions withemployees, customers, partners and other:
to establish and protect our intellectual propegits. However, the steps we take to protect otgllectual property rights may be inadequate
or we may be unable to secure intellectual propgemtyection for all of our solutions. In particulare have two issued U.S. patents.

If we are unable to protect our intellectual prapeour competitors could use our intellectual @y to market products and services
similar to ours and our ability to compete effeetivwould be impaired. Moreover, others may indefesrtly develop technologies that are
competitive to ours or infringe our intellectuabperty. The enforcement of our intellectual propeights depends on our legal actions agains
these infringers being successful, but we cannauibe these actions will be successful, even whiemights have been infringed. In addition,
defending our intellectual property rights mightahsignificant expense and diversion of managamesources. Any of our intellectual
property rights may be challenged by others orlidaged through administrative processes or litatAny patents issued in the future may
not provide us with competitive advantages or magliccessfully challenged by third parties.

Furthermore, legal standards relating to the vigliginforceability and scope of protection of ifgetual property rights are uncertain.
Effective protection of our intellectual propertyaynnot be available to us in every country in whocin solutions are available. The laws of
some foreign countries may not be as protectiviateflectual property rights as those in the Unigtdtes, and mechanisms for enforcement o
intellectual property rights may be inadequate.akdingly, despite our efforts, we may be unablprevent third parties from infringing upon
or misappropriating our intellectual property.

We might be required to spend significant resouteasonitor and protect our intellectual propeights, and our efforts to enforce our
intellectual property rights may be met with defesyscounterclaims and countersuits attacking thditygand enforceability of our intellectual
property rights. Litigation to protect and enfomg intellectual property rights could be costlje-consuming and distracting to managemen
whether or not it is resolved in our favor, andIdaultimately result in the impairment or loss @irfions of our intellectual property.

We could incur substantial costs as a result of azlgim of infringement of another party’s intelleaial property rights.

In recent years, there has been significant litdgeith the United States involving patents and pthiellectual property rights. Companies
in the Internet and technology industries are iasirggly bringing and
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becoming subject to suits alleging infringemenpadprietary rights, particularly patent rights, ang competitors may hold patents or have
pending patent applications, which could be relédeaur business. These risks have been amplifigtidincrease in third parties, which we
refer to as noipracticing entities, whose sole primary businege &ssert such claims. We have received in the pag expect to receive in 1
future, notices that claim we or our customersgisiar solutions have misappropriated or misusedrqihrties’ intellectual property rights. If
we are sued by a third party that claims that edhmology infringes its rights, the litigation cdule expensive and could divert our
management resources. We do not currently havetansve patent portfolio of our own, which may ilithe defenses available to us in any
such litigation.

In addition, in most instances, we have agreeddemnify our customers against certain claimsahatsubscription services infringe the
intellectual property rights of third parties. Qausiness could be adversely affected by any s@anifidisputes between us and our custome
to the applicability or scope of our indemnificatiobligations to them. The results of any intellettroperty litigation to which we might
become a party, or for which we are required tovigi® indemnification, may require us to do one arenof the following:

» cease offering or using technologies that incorgottze challenged intellectual propel
* make substantial payments for legal fees, settlepmyments or other costs or damag
* obtain a license, which may not be available osgrable terms, to sell or use the relevant teclgyolor

» redesign technology to avoid infringeme

If we are required to make substantial paymentmdertake any of the other actions noted aboverasudt of any intellectual property
infringement claims against us or any obligatiomgemnify our customers for such claims, such payts or costs could have a material
adverse effect upon our business and financialteesu

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

We use open source software in our platform. Sopes @ource software licenses require users whabditgé open source software as
part of their software to publicly disclose allgart of the source code to such software and/oeragkilable any derivative works of the open
source code on unfavorable terms or at no costtérines of various open source licenses have nat inéerpreted by the U.S. courts, and tt
is a risk that such licenses could be construedriranner that imposes unanticipated conditionssirictions on our ability to market our
software platform. While we monitor our use of op@urce software and try to ensure that none id imsa manner that would require us to
disclose our source code or that would otherwisadir the terms of an open source agreement, saatoukl inadvertently occur and we may
be required to release our proprietary source quaedamages for breach of contract, re-engineeapplications, discontinue sales in the
event re-engineering cannot be accomplished anelytibasis or take other remedial action that niagrtdresources away from our
development efforts, any of which could cause Usré@ch customer contracts, harm our reputaticuoltrén customer losses or claims, incre
our costs or otherwise adversely affect our busia@sl operating results.

If the market for clouc-based software develops more slowly than we expedeclines, our business could be harmed.

The cloud computing market is not as mature asrthkket for on-premise software, and it is uncentaiether cloud computing will
achieve and sustain high levels of customer deraaddnarket acceptance. If other cloud computingigers experience security incidents,
loss of customer data, disruptions in delivery thieo problems, the market for cloud computing ashale, including our solution, may be
negatively affected. If cloud computing does ndtiaee widespread adoption, or there is a redudgtia@emand for cloud computing
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caused by a lack of customer acceptance, techmalloghallenges, weakening economic conditions,régar privacy concerns, competing
technologies and products, decreases in corpguatelsg or otherwise, it could result in decreass@nues or increased expenses from
development of alternative on-premise solutions @mdbusiness could be adversely affected.

Because our lon-term success depends, in part, on our ability igp@nd our sales to customers outside the Unitedt&taour business will
be susceptible to risks associated with internatiboperations.

We currently maintain offices and/or have sales@enel in Australia, Canada, China, England, FraBeemany, Ireland, Japan and
Singapore, as well as the United States. As wdraomto expand our customer base outside the USBit@s, our business will be increasingly
susceptible to risks associated with internatiaparations. However, we have a limited operatisgony outside the United States, and our
ability to manage our business and conduct ouratipes internationally requires considerable maneage attention and resources and is
subject to particular challenges of supportingmdigt growing business in an environment of divers#ures, languages, customs, tax laws,
legal systems, alternate dispute systems and tegulsystems. The risks and challenges associatedmnernational expansion include:

» the need to support and integrate with local pabklis and partner
» continued localization of our platform, includinguslation into foreign languages and associatpéreses

» competition with companies that have great@eeence in the local markets than we do or wheaehme-existing relationships with
potential customers in those marke

» compliance with multiple, potentially conflinty and changing governmental laws and regulatiaokjding employment, tax,
privacy and data protection laws and regulatit

» compliance with an-bribery laws, including compliance with the Forei@arrupt Practices Ac
« difficulties in invoicing and collecting in foreigeurrencies and associated foreign currency expg

« difficulties in staffing and managing foreigperations and the increased travel, infrastrucnklegal compliance costs associatec
with international operation:

« different or lesser protection of our intellectpabperty rights

» difficulties in enforcing contracts and collectiagcounts receivable, longer payment cycles and otikection difficulties;
» restrictions on repatriation of earnings; ¢

» regional economic and political conditiol

We have limited experience marketing, selling amgh®rting our subscription services internationalfich increases the risk that any
potential future expansion efforts that we may utade will not be successful.

Fluctuations in the exchange rate of foreign currefes could result in currency transactions losses.

We currently have foreign sales denominated in valisn Dollars, British Pound Sterling, CanadianlBxs, Chinese Yuan, Euros,
Japanese Yen and Singapore Dollars. In additiorinewe a portion of our operating expenses in tlreancies of the countries where we have
offices. We face exposure to adverse movementsrierecy exchange rates, which may cause our regeangtoperating results to differ
materially from expectations. A decline in the Ud8llar relative to foreign currencies would ingeaur non-U.S. revenues when translated
into U.S. dollars. Conversely, if the U.S. dolltnesgthens relative to foreign currencies, our ko8- revenues would be adversely affected.
Our operating results could be negatively impadegending on the amount of expense denominatestéigh currencies. As exchange rates
vary,
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revenues, cost of revenues, operating expensesthedoperating results, when translated, may diffaterially from expectations. In addition,
our revenues and operating results are subjetictuaition if our mix of U.S. and foreign currenggnominated transactions or expenses
changes in the future because we do not curreptlgd our foreign currency exposure. Even if we weienplement hedging strategies to
mitigate foreign currency risk, these strategieghhinot eliminate our exposure to foreign exchamage fluctuations and would involve costs
and risks of their own, such as ongoing managetirertand expertise, external costs to implemenstrategies and potential accounting
implications.

If we fail to develop widespread brand awarenesst-effectively, our business may suffer.

We believe that developing and maintaining wideagrawareness of our brand in a cost-effective nraBrwitical to achieving
widespread acceptance of our solution and attiactaw customers. We expect sales and marketingiegpdo increase as a result of our
marketing and brand promotion activities. We malgenerate customer awareness or increase revenaaegh to offset the increased
expenses we incur in building our brand. If we faisuccessfully promote and maintain our brandhcur substantial marketing and sales
expenses, which are not offset by increased rexenvemay fail to attract or retain customers neagsto realize a sufficient return on our
brand-building efforts, or to achieve the widesprbeand awareness that is essential for broad mestadoption of our solution.

Unfavorable conditions in the market for digital agrtising or the global economy or reductions ingital advertising spend could limit our
ability to grow our business and negatively affexir operating results.

Revenue growth and potential profitability of owsiness depends on digital advertising spend bgréiders in the markets we serve.
operating results may vary based on changes im#hrket for digital advertising or the global econyoo the extent that weak economic
conditions cause our customers and potential cua®to freeze or reduce their advertising budgpatdicularly digital advertising, demand for
our solution may be negatively affected.

Historically, economic downturns have resultedwerall reductions in advertising spend. If econonuaditions deteriorate, including as
the result of concerns over future U.S. budgetagotiations, our customers and potential custommens elect to decrease their advertising
budgets or defer or reconsider software and septicehases, which would limit our ability to growrdusiness and negatively affect our
operating results.

Our business and operations have experienced ragiolwth in recent periods, which has placed, and n@ntinue to place, significant
demands on our management and infrastructure. If fial to manage our growth effectively, we may bealle to execute our business pl;
maintain high levels of service or address compestitchallenges adequately.

We increased our number of full-time employees f286 as of December 31, 2011 to 500 as of DeceBhet013. Our growth has
placed, and may continue to place, a significamairsibn our managerial, administrative, operatipfiahncial and other resources. We intend t
further expand our overall headcount and operatiotis domestically and internationally, with nowsgice that our business or revenues will
continue to grow. Creating a global organizatiod aranaging a geographically dispersed workforcéregjuire substantial management efi
the allocation of valuable management resourcesigmificant additional investment in our infrastture. We will be required to continue to
improve our operational, financial and managementrols and our reporting procedures and we mayeaatble to do so effectively. Further,
to accommodate our expected growth we must cortynimaprove and maintain our technology, systemad aatwork infrastructure. As such,
we may be unable to manage our expenses effectivéiye future, which may negatively impact ourggonargins or operating expenses in
particular quarter. If we fail to manage our amqtted growth or change in a manner that does esepre the key aspects of our corporate
culture, the quality of our solutions may suffehieh could negatively affect our brand and repotatind harm our ability to retain and attract
customers.
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Our business depends on retaining and attractingaditied management and technical personnel.

Our success depends upon the continued serviagr ddonders and senior management team and kegitattemployees, as well as our
ability to continue to attract and retain additibnighly qualified management and operating persbriWe do not maintain key person life
insurance policies on any of our employees. Eaaduofounders, executive officers, key technicakpanel and other employees could
terminate his or her relationship with us at anyeti Our business also requires skilled technicalsahes personnel, who are in high demand
and are often subject to competing offers. As wgaex into additional geographic markets, we wiljuiee personnel with expertise in these
new areas. Competition for qualified employeesisrise in our industry and particularly in San Erseco, California, where most of our
technical employees are based. The loss of ourdfensror any other member of our senior manageraant br, even a few qualified
employees, or an inability to retain, attract, cale@ and motivate additional highly skilled emplegeequired for the planned expansion of our
business, could delay or prevent the achievemeatiobusiness objectives and could materially haammbusiness and our customer
relationships.

Domestic and foreign government regulation and erdement of data practices and data tracking techogies is expansive, not cleat
defined and rapidly evolving. Such regulation coutlirectly restrict portions of our business or ingictly affect our business by constrainir
our customers’ use of our platform or limiting thgrowth of our markets.

Federal, state, municipal and/or foreign governsiant agencies have adopted and could in the fatlopt, modify, apply or enforce
laws, policies, and regulations covering user myyaata security, technologies such as cookigsatieaused to collect, store and/or process
data, the taxation of products and services, uafair deceptive practices, and/or the collectioa, pcessing, transfer, storage and/or
disclosure of data associated with a unique ind&idThe categories of data regulated under tlaasge Vary widely and are often ill-defined
and subject to new applications or interpretatipmdgulators. Our subscription services enablecagtomers to collect, manage and store dat:
regarding the measurement and valuation of thgitaliadvertising and marketing campaigns, whicly inalude data that is directly or
indirectly obtained or derived through the actestiof online or mobile visitors. The uncertainty amconsistency among these laws, coupled
with a lack of guidance as to how these laws vélbipplied to current and emerging Internet and la@bialytics technologies, creates a risk
that regulators, lawmakers or other third paresh as potential plaintiffs, may assert claimsspe investigations or audits, or engage in civi
or criminal enforcement. These actions could litimét market for our subscription services or impms&lensome requirements on our services
and/or customers’ use of our services, therebyaeng our business unprofitable.

Some features of our subscription services useiespWhich trigger the data protection requiremeitsertain foreign jurisdictions, such
as the EU Cookie Directive. In addition, although subscription services do not involve the coitator use of personally identifiable
information from visitors, our services collect agmous data about visitors’ interactions with odvertiser clients that may be subject to
regulation under current or future laws or regolasi. If our privacy or data security measurestéadomply with these current or future laws
and regulations in any of the jurisdictions in whige collect information, we may be subject tayhtion, regulatory investigations, civil or
criminal enforcement, audits or other liabilitiessiuch jurisdictions, or our advertisers may teatertheir relationships with us.

This area of the law is currently under intenseegoinent scrutiny and many governments, includirgUts. government, are considel
a variety of proposed regulations that would restir impact the conditions under which data ol#difrom or through the activities of visitors
could be collected, processed or stored. In additiegulators such as the Federal Trade Commissidrihe California Attorney General are
continually proposing new regulations and interipgeand applying existing regulations in new waybanges to existing laws or new laws
regulating the solicitation, collection or procegsdf personal and consumer information, truthdreatising and consumer protection could
affect our customers’ utilization of digital adviemg and marketing, potentially reducing demandoiar subscription services, or impose
restrictions that make it more difficult or experesfor us to provide our services.
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If legislation dampens the growth in web and mobilsage or access to the Internet, our results oémgions could be harmec

Legislation enacted in the future could dampengttesvth in web and mobile usage and decrease itptancce as a medium of
communications and commerce or result in increasiegtion of new modes of communication and comménaemay not be serviced by our
products. In addition, government agencies or peivaganizations may begin to impose taxes, feeshar charges for accessing the Internet,
which could result in slower growth or a decreasedommerce, use of social media and/or use oflmdbiices. Any of these outcomes coulc
cause demand for our platform to decrease, ous toshcrease, and our results of operations arahéiial condition to be harmed.

If our customers fail to abide by applicable privataws or to provide adequate notice and/or obtaonsent from online or mobile visitor:
we could be subject to litigation or enforcementtian or reduced demand for our services. Industsifsregulatory standards or
technologies may be implemented in the future tieatld affect demand for our platform and our abiitto access data we use to provide
platform.

Our customers utilize our services to support aedsure their direct interactions with visitors arglmust rely on our customers to
implement and administer any notice or choice meisimas required under applicable laws. If custonfegfso abide by these laws, it could
result in litigation or regulatory or enforcementian against our customers or against us directly.

In addition, self-regulatory organizations (suclttesNetwork Advertising Initiative) to which ouastomers may belong may impose opt
in or opt-out requirements on our customers, wiiely in the future require our customers to prowidgous mechanisms for users to opt-in ol
opt-out of the collection of any data, includingpagmous data, with respect to such users’ web dnilmactivities. The online and/or mobile
industries may adopt technical or industry stanslardederal, state, local or foreign laws may hacted that allow users to opt-in or apit of
data that is necessary to our business. In paaticover the past three years, some governmeniategsiand privacy advocates have suggeste
creating a “Do Not Track&tandard that would allow users to express a meéer, independent of cookie setting settings iim threwser, not tc
have website browsing recorded. All the major iné¢browsers have implemented some version of aNBtolrack” setting and the “Do-Not-
Track Online Act of 2013” was introduced in the téwi States Senate in February 2013. Furthermobdishars may implement alternative
tracking technologies that make it more difficaltaccess the data necessary to our business orinmag&ee difficult for us to compete with the
publisher’'s own advertising management solutiohany of these events were to occur in the futiiguld have a material effect on our
ability to provide services and for our customersallect the data that is necessary to use owuices:

Our revenues may be adversely affected if we aguned to charge sales taxes in additional juristians or other taxes for our solutions.

We collect or have imposed upon us sales or othstrelated to the solutions we sell in certaatestand other jurisdictions. Additional
states, countries or other jurisdictions may seakipose sales or other tax collection obligationaus in the future, or states or jurisdictions in
which we already pay tax may increase the amouteb@fs we are required to pay. A successful assdni any state, country or other
jurisdiction in which we do business that we shdugdcollecting sales or other taxes on the sateioproducts and services could, among ¢
things, create significant administrative burdesrsufs, result in substantial tax liabilities forspaales, discourage clients from purchasing
solutions from us or otherwise substantially haum lousiness and results of operations.

We may experience quarterly fluctuations in our apéing results due to a number of factors which makur future results difficult to
predict and could cause our operating results tdl faelow expectations or our guidanc

Our quarterly operating results may fluctuate due variety of factors, many of which are outsifleur control. As a result, comparing
our operating results on a period-to-period basig not be meaningful. You

21



Table of Contents
Index to Financial Statements

should not rely on our past results as indicativeur future performance. If our revenues or opegatesults fall below the expectations of
investors or securities analysts, or below any e we may provide to the market, the price ofoounmon stock could decline substantially.

In addition to other risk factors listed in thisen, factors that may affect our quarterly op@gatesults include the following:
» the level of advertising spend managed throughptatform for a particular quarte
» customer renewal rates, and the pricing and uskgerglatform in any renewal terr
» demand for our platform and the size and timingwfsales
» customers delaying purchasing decisions in antiicipaf new releases by us or of new products bycompetitors
* network outages or security breaches and any agsda@xpense
« changes in the competitive dynamics of our indystrgluding consolidation among competitors or oasrs;
* market acceptance of our current and future soisf
» changes in spending on digital advertising or imfation technology and software by our current anpfospective customer
* budgeting cycles of our custome
e our potentially lengthy sales cycl
e our ability to control costs, including our opengtiexpenses

* the amount and timing of infrastructure costd aperating expenses related to the maintenartexgansion of our business,
operations and infrastructui

» foreign currency exchange rate fluctuations;

» general economic and political conditions in oum@stic and international marke

Based upon all of the factors described above,ave la limited ability to forecast our future reveaucosts and expenses, and as a rest
our operating results may from time to time falldve our estimates or the expectations of publicketanalysts and investors.

We might require additional capital to support bugiss growth, and this capital might not be availalin acceptable terms, if at all.

We intend to continue to make investments to supparbusiness growth and may require additionadiuto respond to business
challenges, including the need to develop new featar enhance our existing platform, improve querating infrastructure or acquire
complementary businesses and technologies. Acagydiwe may need to engage in equity or debt fimagecto secure additional funds. If we
raise additional funds through further issuancesauiity or convertible debt securities, our exigtatockholders could suffer significant
dilution, and any new equity securities we issuglddave rights, preferences and privileges supé&rithose of holders of our common stock.
Any debt financing secured by us in the future daololve restrictive covenants relating to ouritalpraising activities and other financial and
operational matters, which may make it more ditfiéor us to obtain additional capital and to purdwsiness opportunities, including poter
acquisitions. In addition, we may not be able ttaobadditional financing on terms favorable toifig all. If we are unable to obtain adequate
financing or financing on terms satisfactory towbkgn we require it, our ability to continue to pogt our business growth and to respond to
business challenges could be significantly impaired
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We will selectively pursue acquisitions of complameay businesses and technologies, which could diveir management attention, resul
in additional dilution to our stockholders and otheise disrupt our operations and adversely affectr @perating results.

We will selectively pursue acquisitions of compleraey businesses and technologies that we beliewiel complement or expand our
applications, enhance our technical capabilitiestberwise offer growth opportunities. The purgdipotential acquisitions may divert the
attention of management and cause us to incurugegpenses in identifying, investigating and pugguitable acquisitions, whether or not
they are consummated.

In addition, we have never acquired another busiriésve acquire businesses or technologies, wemoajpe able to integrate the
acquired personnel, operations and technologiesesstully, or effectively manage the combined beséfollowing the acquisition. We also
may not achieve the anticipated benefits from tguaed business due to a number of factors, imetud

* inability to integrate or benefit from acquiredheologies or services in a profitable mani

* unanticipated costs or liabilities associated it acquisition

» incurrence of acquisitic-related costs

« difficulty integrating the accounting systems, @igms and personnel of the acquired busir

» difficulties and additional expenses associatetl sitpporting legacy products and hosting infrastmecof the acquired busine!

» difficulty converting the customers of the airqd business onto our applications and contramdeincluding disparities in the
revenues, licensing, support or professional sesvinodel of the acquired compa

» diversion of manageme’s attention from other business conce
» adverse effects to our existing business relatipsshith business partners and customers as & bk acquisition
» the potential loss of key employe:
» use of resources that are needed in other paasrdfusiness; ar
» use of substantial portions of our available castohsummate the acquisitic
In addition, a significant portion of the purchgsie of companies we acquire may be allocatedquised goodwill and other intangible
assets, which must be assessed for impairmenasttdanually. In the future, if our acquisitionsruu yield expected returns, we may be

required to take charges to our operating resaléeth on this impairment assessment process, whidth adversely affect our results of
operations.

Acquisitions could also result in dilutive issuas@é equity securities or the incurrence of deltticlv could adversely affect our operat
results. In addition, if an acquired business fmilmeet our expectations, our operating resulisiness and financial position may suffer.

If we are unable to implement and maintain effeatiinternal control over financial reporting in théuture, investors may lose confidence
the accuracy and completeness of our financial refzoand the market price of our common stock mayriegatively affected.

As a public company, we are required to maintaierimal control over financial reporting and to regoy material weaknesses in such
internal control. Section 404 of the Sarbanes-O®letyof 2002 (the Sarbanes-Oxley Act) requires thatevaluate and determine the
effectiveness of our internal control over finahcéporting and, beginning with our annual reportthe fiscal year ending December 31, 2014
provide a
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management report on the internal control ovemifiie reporting, and a report by our independegistered public accounting firm to the
extent we decide not to avail ourselves of the gtem provided to an emerging growth company, dsdd by The Jumpstart Our Businesses
Act of 2012 (the JOBS Act). If we have a materiglakness in our internal control over financial riépg, we may not detect errors on a tir
basis and our financial statements may be maternabstated. We are in the process of designingraptementing the internal control over
financial reporting required to comply with thisliglation, which process will be time consuming,ttgsand complicated. If we identify
material weaknesses in our internal control oveairicial reporting, if we are unable to comply vitie requirements of Section 404 in a timely
manner, if we are unable to assert that our intewatrol over financial reporting are effective,ibour independent registered public
accounting firm is unable to express an opiniotoake effectiveness of our internal control ovueafcial reporting, investors may lose
confidence in the accuracy and completeness dfimamcial reports and the market price of our comratwck could be negatively affected,
we could become subject to investigations by theksexchange on which our securities are listeel IBEC, or other regulatory authorities,
which could require additional financial and maragat resources.

We are an emerging growth company and we cannotésain if the reduced disclosure requirements ajggble to emerging growth
companies will make our common stock less attragtio investors.

For as long as we continue to be an emerging groastipany, we intend to take advantage of certaémtions from various reporting
requirements that are applicable to other publiomanies including, but not limited to, reduced ltisare obligations regarding executive
compensation in our periodic reports and proxyest&nts, and exemptions from the requirements afitgla nonbinding advisory vote on
executive compensation and stockholder approvahgfgolden parachute payments not previously aggkdWe cannot predict if investors
will find our common stock less attractive becawsewill rely on these exemptions. If some invesford our common stock less attractive :
result, there may be a less active trading markeddir common stock and our stock price may be molatile.

We will remain an emerging growth company until #aliest of (i) the end of the fiscal year in wihibe market value of our common
stock that is held by noaffiliates exceeds $700 million as of June 30,t(i§ end of the fiscal year in which we have tataiual gross revenu
of $1 billion or more during such fiscal year, )(tine date on which we issue more than $1 billlonon-convertible debt in a three-year period
or (iv) March 21, 2018.

We may not be able to utilize a significant portiaf our net operating loss or research tax crediroyforwards, which could adversely affe
our profitability.

As of December 31, 2013, we had federal and setteperating loss carryforwards due to prior petams$es, which if not utilized will
begin to expire in 2026 and 2016 for federal amtespurposes, respectively. We also have fedesabreh tax credit carryforwards, which if
not utilized will begin to expire in 2026. Thesd pperating loss and research tax credit carryfodeaould expire unused and be unavailable
to offset future income tax liabilities, which cduhdversely affect our profitability.

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

Future issuances of our stock could cause an “cshiechange.” It is possible that any future owhgrghange could have a material
effect on the use of our net operating loss carwdéods or other tax attributes, which could advigraéfect our profitability.
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Our reported financial results may be adverselyadfed by changes in accounting principles generalcepted in the United States.

Generally accepted accounting principles in thetééhBtates are subject to interpretation by tharkéal Accounting Standards Board
(FASB), the SEC, and various bodies formed to pigate and interpret appropriate accounting prirspA change in these principles or
interpretations could have a significant effectoain reported financial results, and could affeettporting of transactions completed before
the announcement of a change.

Risks Related to the Ownership of Our Common Stock
The trading prices of the securities of technologgmpanies have been highly volatile. Accordinglyetmarket price of our common stock
has been, and is likely to continue to be, subjectvide fluctuations and could subject us to litiien.
Factors affecting the market price of our commanlstinclude:

» variations in our revenue, billings, gross niargperating results, free cash flow, loss perelaamd how these results compare to
analyst expectation

» forward looking guidance on billings, revenue, grasargin, operating results, free cash flow, asd fger share

* announcements of technological innovations, pevducts or services, strategic alliances, aciis or significant agreements by
us or by our competitor:

» disruptions in our cloL-based operations or services or disruptions ofrgif@minent clou-based operations or servic
» the economy as a whole, market conditions in odustry, and the industries of our customers;

e any other factors discussed hert

In addition, the stock market in general has exgpeed substantial price and volume volatility tkaiften seemingly unrelated to the
operating results of any particular companies. Mueg, if the market for technology stocks, espégcidigital advertising management and
cloud computing-related stocks, or the stock mairkgeneral experiences uneven investor confidetheemnarket price of our common stock
could decline for reasons unrelated to our busjregssrating results or financial condition. The keduprice for our stock might also decline in
reaction to events that affect other companiesimithr outside, our industry, even if these evelasiot directly affect us. Some companies
have experienced volatility in the trading priceludir stock have been subject of securities litiga If we are the subject of such litigation, it
could result in substantial costs and a diversiom@nagement’s attention and resources.

We do not intend to pay dividends for the foresededture.

We have never declared nor paid cash dividendsiogapital stock. We currently intend to retain &umyire earnings to finance the
operation and expansion of our business, and weatexpect to declare or pay any dividends in timedeeable future. Consequently,
stockholders must rely on sales of their commonkssdter price appreciation, which may never ocasrthe only way to realize any future
gains on their investment.

Our directors, officers and their respective affiies own a significant percentage of our stock anil be able to exert significant control
over matters subject to stockholder approval.

As of December 31, 2013, our directors, officerd treir respective affiliates, beneficially owngzpeoximately 25.4% of our outstand
voting stock. As a result, these stockholdersnpgdibgether, will
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continue to have the ability to influence us throtigis ownership position. These stockholders neaglile to determine all matters requiring
stockholder approval. For example, these stockhsldeuld be able to control elections of directaragndments of our organizational
documents, or approval of any merger, sale of assebther major corporate transaction. This mayent or discourage unsolicited
acquisition proposals or offers for our common ktihrat you may feel are in your best interest asafrour stockholders.

If there are substantial sales of shares of our comn stock, the price of our common stock could diee!

Sales of a substantial number of shares of our camstock in the public market, or the percepticat these sales might occur could
depress the market price of our common stock andmake it more difficult for you to sell your commatock at a time and price that you
deem appropriate. We are unable to predict thettat sales may have on the prevailing markeepsf our common stock. In addition, as of
December 31, 2013, the holders of an aggregat8.8frhillion shares of our common stock have rigbtsject to some conditions, to require
us to file registration statements covering thbarss or to include their shares in registratiateshents that we may file for ourselves or our
stockholders. Registration of these shares und@eBéturities Act would result in the shares becgrfieely tradable without restriction under
the Securities Act. Any sales of securities by taxisstockholders could adversely affect the trggirice of our common stock.

Delaware law and provisions in our restated cetdite of incorporation and restated bylaws could reak merger, tender offer, or prox
contest difficult, thereby depressing the tradingge of our common stock.

Our status as a Delaware corporation and thetakdiover provisions of the Delaware General Cotjmrd_aw may discourage, delay,
prevent a change in control by prohibiting us frengaging in a business combination with an intecestockholder for a period of three years
after the person becomes an interested stockhaden, if a change of control would be beneficiabtw existing stockholders. In addition, our
restated certificate of incorporation and restdtgdws contain provisions that may make the actioisbf our company more difficult,
including the following:

» our board of directors are classified into ¢hetasses of directors with staggered three-yearstand directors can only be removed
from office for cause

« only our board of directors has the right tbdivacancy created by the expansion of our bo&directors or the resignation, death
or removal of a director, which prevents stockhoddeom being able to fill vacancies on our boafdicectors;

« only our chairman of the board, our lead indepetdegrctor, our chief executive officer, our presid, or a majority of our board
directors is authorized to call a special meetihgtockholders

» certain litigation against us can only be broughDelaware

» our restated certificate of incorporation authasimedesignated preferred stock, the terms of wimiah be established, and share
which may be issued, without the approval of thieléis of common stock; ar

» advance notice procedures apply for stockholdem®ininate candidates for election as directors @ring matters before an ann
meeting of stockholder

If securities or industry analysts do not publiskesearch or publish inaccurate or unfavorable resehrabout our business, our stock prit
and trading volume could decline.

The trading market for our common stock depengsaith on the research and reports that securitiesdastry analysts publish about us
or our business. If one or more of the analysts adwer us downgrade our common stock or publisbanate or unfavorable research about
our business, our common stock price would likedglohe. If one or more of these analysts ceaserageeof us or fail to publish reports on us
regularly, demand for our common stock could desgewhich might cause our common stock price aadirig volume to decline.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our corporate headquarters are located in San BrancCalifornia, where we occupy facilities totgliapproximately 43,000 square feet
under a lease which expires in March 2015. We lusget facilities for administration, sales and mtnke research and development,
engineering, customer support and professionalcErvWe also lease office space in Austin, Baltan€hicago, Mountain View and New
York in the United States, and Australia, Englafdnce, Germany, Ireland, Japan, and Singaporehwie use principally for sales and
marketing, administration, customer support andeiover professional services locally. We also ¢eaffice space in Portland, Oregon and
Shanghai, China, which we use principally for eegiting. We operate two data centers at third-gadyities located in the United States and
Ireland.

We believe our facilities are in good condition aubquate for our current needs and for the foaddeduture. See Note 13 to the
Consolidated Financial Statements and “Managemé&igsussion and Analysis of Financial Condition &ebults of Operations — Contractual
Obligations and Commitments” for information regaglour lease obligations.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we may become involved in lggaiceedings arising in the ordinary course of augifess. We are not presently a
party to any legal proceedings that, if determiaddersely to us, would individually or taken togethave a material adverse effect on our
business, operating results, financial conditionash flows.

ITEM 4.  MINE SAFETY DISCLOSURES
Not applicable.

PART Il

ITEM5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market Price of Our Common Stock

Our common stock has traded on the New York Stoah&nge (“NYSE”) since March 22, 2013, under thealsgl MRIN. Prior to this
date, there was no public market for our commookst@n February 21, 2014, the last reported sade @f our common stock on the NYSE
was $[ ] per share. The following tabé forth, for the periods, indicated, the high bowd sales price of our common shares as reporte
by the NYSE.

High Low

Year Ended December 31, 20
First Quarter

(since March 22, 201: March 22, 201~ March 31, 201: $19.9¢ $15.1¢
Second Quarte April 1, 2013-June 30, 201 $16.4: $ 8.7t
Third Quartel July 1, 2015 September 30, 201 $14.37 $10.2¢
Fourth Quarte October 1, 201~ December 31, 201 $12.8¢ $ 8.5C
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Holders of our Common Shares

As of January 31, 2014, there were 4,485 stockisldierecord. The actual number of shareholdegsaater than the number of record
holders, and includes shareholders who are beakfiginers, but whose shares are held in street hgrbeokers and other nominees. The
number of holders of record also does not inclideholders whose shares may be held in trusthgr entities

Dividend Policy

We have never declared or paid any cash dividendsiocommon stock. We currently intend to retaig future earnings and do not
expect to pay any cash dividends on our commork$todhe foreseeable future. Any determinatiopay dividends in the future will be at the
discretion of our board of directors and will bgpdedent on a number of factors, including our egysii capital requirements and overall

financial conditions. In addition, the terms of @guipment loan agreement with Silicon Valley Bankrently restrict our ability to pay
dividends.

Unregistered Sales of Equity Securities

We made no sales of unregistered securities dtinmguarter ended December 31, 2013.

Use of Proceeds from Public Offering of Common Stéc

There have been no material changes in our ugegfrbceeds from our initial public offering in Mar2013.

Issuer Purchases of Equity Securities

The table below provides information with respectepurchases of unvested shares of our commok. stoc

Total Numbe
Total of Shares
Number Purchased Maximum Numbe
of as Part of of Shares that
Shares Weighted Publicly May Yet be
Purchase Average Pric Announced Purchased Under the Pl;
Plans or
Period _ o __Per Shar._ __Programs or Program:
October 1 — October 31, 201z 1,50( $ 2.3¢€ 0 0
November - November 30,
2013 1,59 $ 2.65 0 0
December 1 — December 31,
2013 0 N/A 0 0

(1) Certain of our shares of employees are sulbjeetsting. Unvested shares are subject to a oigigpurchase by us in the event the holde
of such shares is no longer employed by us. Alieshn the above table were shares repurchasecdeasltiof our exercising this right
and not pursuant to a publicly announced plan ogi@am.

Stock Performance Graph

The following shall not be deemed “filed” for pug®s of Section 18 of the Exchange Act, or incorgardy reference into any of our
other filings under the Exchange Act or the SemgiAct of 1933, as amended, except to the extergpecifically incorporate it by reference
into such filing.
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The following graph shows a comparison from Mar2h2013 (the date our common stock commenced gaatirthe NYSE) through
December 31, 2013, of the cumulative total retemolur common stock, the NYSE Composite Index, thedS&P 1500 Data Processing &
Outsourced Services Index. The graph assumes aatinent of $100 on March 22, 2013 and reinvestmwieany dividends. The comparisons
in the graph below are required by the SecuritiesExchange Commission and are not intended t@dster be indicative of possible future
performance of our common shares.

Comparison of Cumulative Total Return
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—8— Marin Software Inc.  —@— NYSE Composiie Index  —a— S5&P 1500 Dala Processing & Oulsourced Services

3/22/201. 3/31/201. 6/30/201: 9/30/201: 12/31/201:

Marin Software Incorporated 100.0( 117.3¢ 73.1¢ 89.6¢ 73.1¢
NYSE Composite Inde 100.0( 100.5: 101.8: 107.5¢ 116.9:
S&P 1500 Data Processing & Outsourced Servicesx| 100.0( 103.8: 109.57 121.07 141 .4¢

ITEM6. SELECTED CONSOLIDATED FINANCIAL DATA

The following tables present selected historiaadficial data for our business. You should read itifisrmation together with
“Management’s Discussion and Analysis of Finan&aindition and Results of Operations” and the coitsded financial statements, related
notes and other financial information included @ibere in this Annual Report on Form 10-K. The gelkconsolidated financial data in this
section are not intended to replace the consoliditgancial statements and are qualified in thaitieety by the consolidated financial
statements and related notes included elsewhet@ésrAnnual Report on Form 10-K.

We derived the consolidated statements of opermadatea for the years ended December 31, 2013, 2012011, and the consolidated
balance sheet data as of December 31, 2013 andfi@d dur audited consolidated financial statemémtkided elsewhere in this report. We
derived the consolidated statements of operatiates d

29



Table of Contents
Index to Financial Statements

for the years ended December 31, 2010 and 200¢hantbnsolidated balance sheet data as of Dece3ib2011, 2010 and 2009 from our
audited financial statements not included in thjsort. Our historical results are not necessanitljcative of the results to be expected in the
future.

Years Ended December 31

2013 2012 2011 2010 2009
(in thousands, except per share dat¢
Revenues, ne $77,31¢ $ 59,55¢ $ 36,12: $ 19,00t $ 7,521
Cost of revenues (: 31,10¢ 24,764 18,69 11,04( 5,101
Gross profit 46,20¢ 34,79« 17,43( 7,96¢ 2,42¢
Operating expenses
Sales and marketing ( 42,79¢ 32,63 20,35: 8,88¢ 6,14¢
Research and development 20,71t 14,01« 7,071 4,56¢ 3,41(
General and administrative ( 17,02¢ 13,43: 6,67¢ 5,19¢ 2,171
Total operating expens 80,54 60,07¢ 34,10 18,64 11,72%
Loss from operation (34,336) (25,28%) (16,677 (10,687 (9,30))
Interest expense, n (459 (520 (37¢) (230 (212)
Other income (expenses), | (579 (45€) (229) 78 (92
Loss before provision for income tax (35,36() (26,26) (17,289 (10,839 (9,605
Provision for income taxe (492) (221) (139 (23 (109
Net loss (35,857 (26,487) (17,429 (10,857 (9,709¢)
Redemption of preferred stock in connection with 8eries D financing
and deemed divider — — — (1,039 —
Net loss available to common stockhold $(35,857) $(26,48:) $(17,427) $(11,89() $(9,709)
Net loss per share available to common stockhalt@sic and dilute
(2) $ (1.36) $ (6.00 $ (4.29 $ (3.29) $ (2.79
Weighted-average shares used to compute net loshaee available to
common stockholders, basic and diluted 26,31: 4,415 4,05¢ 3,63¢ 3,54(

(1) Stocl-based compensation included in the consolidatedrstmnts of operations data above was allocatedllasvé:

Years Ended December 31

2013 2012 2011 2010 2009
(in thousands)

Cost of revenue $ 887 $ 43¢ $16E $ 9C $ 66

Sales and marketir 1,30¢ 1,00¢ 22¢€ 66 81

Research and developmt 1,34¢ 831 163 58 26

General and administrati 1,681 2,67 1432 1,172 19

$5,21¢ $4,94¢ $697 $1,38¢ $192
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(2) See Note 11 of the consolidated financial statets for an explanation of the calculations oidasd diluted net loss per share available
to common stockholder

As of December 31
2013 2012 2011 2010 2009
(in thousands)

Consolidated Balance Sheet Dat

Cash and cash equivalel $104,40° $ 31,54( $ 1,71¢ $ 1,172 $ 5,13:
Property and equipment, r 14,417 9,22¢ 4,90¢ 3,11z 1,271
Total asset 137,37 57,22« 18,29 10,65 9,14«
Debt, current and lor-term 6,21F 10,81t 6,62¢ 3,19t 2,80¢
Convertible preferred stock, net of issuance

costs — 105,71( 51,51« 35,58( 24,97
Total stockholder equity (deficit) 115,34« (72,706 (48,409 (32,579 (20,605
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ITEM7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis of our firahcondition and results of operations should kad in conjunction with our
consolidated financial statements and related notelsided elsewhere in this Annual Report on Fofi¥K1 This discussion contains forward-
looking statements that involve risks and uncetiaén Our actual results could differ materiallpin those forward-looking statements below.
Factors that could cause or contribute to thoséedénces include, but are not limited to, thosentdied below and those discussed in
section entitled “Risk Factors” included elsewhénehis Annual Report on Form 10-K. This Annual &&pn Form 10-K contains “forward-
looking statements” within the meaning of Sectiai »f the Securities Exchange Act of 1934, as aatk(tle “Exchange Act”). These
statements are often identified by the use of weudh as “may,” “will,” “expect,” “believe,” “antic ipate,” “intend,” “could,” “estimate,” or
“continue,” and similar expressions or variationSuch forward-looking statements are subject tcsriskcertainties and other factors that
could cause actual results and the timing of ceriarents to differ materially from future resulkpeessed or implied by such forward-looking
statements. Factors that could cause or contribotguch differences include, but are not limitecthose identified herein, and those discusse
in the section titled “Risk Factors”, set forth Part I, Item 1A of this Annual Report on Form 10Bgcept as required by law, we disclaim any
obligation to update any forward-looking statememntseflect events or circumstances after the dditeuch statements.

Overview

We provide a leading cloud-based digital advergjisimnagement platform that enables advertiseragedcies to improve performance
of their online advertising campaigns, realizecfincies and time savings, and make better bus@ezssions. Our Revenue Acquisition
Management platform is a software-as-a-servic&aaS, analytics, workflow, and optimization solatfor marketing professionals, enabling
them to effectively manage their digital advertisgpend across search, display, social and mathiderising channels. Our software solutio
designed to help our customers:

* measure the effectiveness of their advertising @gms through our proprietary reporting and anesytiapabilities

* manage and execute campaigns through ouriiguiser interface and underlying technology tlr@esnlines and automates key
functions, such as ad creation and bidding, aagragsple publishers and channels; ¢

» optimize campaigns across multiple publisheit éhannels in real time based on market and besigheta to achieve desired
revenue outcomes using our predictive bid managetaehnology

In December 2013, our customers collectively mad&e0 billion in annualized advertising spend on glatform and for the quarter
ended December 31, 2013, we had 673 active ad¥extissing our solution globally across a wide ramigadustries. We market and sell our
solutions to advertisers directly and through legdidvertising agencies. We have achieved 19 catigeauarters of revenue growth. For
2013, 2012 and 2011, our revenues were $77.3 mil$69.6 million and $36.1 million, representingipd-over-period growth of 30%, 65%
and 90%, respectively. We had net losses of $38l@min 2013, $26.5 million in 2012, and $17.4lhoin in 2011.

We generate revenues principally from subscriptiomtracts under which we provide advertisers witteas to our platform, either
directly or through the advertiser’s relationshiphaan agency that has a contract with us. In aaooee with the subscription contracts, we
charge fees generally based upon the amount oftélig spend that our customers manage througlplatiorm. Our contracts are generally
one year or longer in length. Under our subscriptiontracts with most of our direct advertisers saoghe of our agency customers, customers
are contractually committed to a monthly minimura,fehich is payable on a monthly basis over thatitum of the contract and is generally
greater than one-half of our estimated monthly meres
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from these customers, at the time the contraggiees. However, most of our subscription contragth our advertising agency customers do
not include a committed monthly minimum fee. Ountractual arrangement is with the advertising agema the advertiser is not a party to
the terms of the contract. Accordingly, most adgers through our agency customers do not havenanitnent to use our services and the
advertisers may be added or removed from our phatit the discretion of the respective agency. liVeite the advertising agency the
amounts due under the contract. Historically, apipnately half of our revenues have been generated &dvertising agency customers. Our
subscription fee under most contracts is variabkeld upon the value of advertising spend that wstomers manage through our platform.
deferred revenues consist of the unearned porfibilled subscription fees.

Our subscription contracts indicate the date atlwkie begin invoicing our customers, which is gatgthe first day of the month
following the execution of the contract. We genlgradvoice the greater of the minimum fee or theceatage of advertising spend on our
platform. The implementation process for new adsers is typically four to six weeks; however, vangrally do not charge a separate
implementation fee under our subscription contracts

The majority of our revenues are derived from aigtemers in the United States. Customers from a@eitsi the United States represer
32%, 27% and 26% of total revenues for 2013, 2012911, respectively.

Key Metrics

We regularly review a number of metrics to evaluatewvth trends, measure our performance, establidgets and make strategic
decisions. Our selected key metrics include revegress margin, operating expenses, active adeestiannualized advertising spend on our
platform and revenue retention rate. We discussmee, gross margin and operating expenses beloar tthdComponents of Results of
Operations.” We monitor our key metrics to measuresuccess. Our revenues are generally basec@ntbunt of advertising spend our
customers manage on our platform in a period. Aesalt, revenues are an important metric to undedinhg the overall health of our business,
and we use revenue trends to formulate financ@kptions and make strategic business decisions.

Number of Active Advertiser

We define an active advertiser as an advertisen fnom we recognized revenues in excess of $2j0@0least one month in a period.
We believe the $2,000 threshold best identifiesedibers who are actively using our platform. Weuf®on revenue in at least one month in a
period to account for seasonality in advertisingngpby our customers, some of whom may not runialigdvertising campaigns in every
month of a year but still represent an active atils&ron our platform. We count organizations witthie same corporate structure as one
advertiser, even if they have signed separate actstivith us for different brands or divisions, Wiex they are a direct advertiser or an
advertiser through an agency. When our subscrigtimnract is with an advertising agency, we incledeh advertiser whose advertising spen
is managed by the agency through our platformdifferent advertiser. Advertisers who have adverjspend managed by multiple agencies
on our platform are counted as one advertiser. Be\® that our ability to increase the numberative advertisers using our platform is a
leading indicator of our ability to grow revenu®¢e had 673, 531 and 390 active advertisers in tiaeters ending December 31, 2013, 2012
and 2011, respectively. While our active advertismmt has increased over time, this metric cam filstuate from quarter to quarter due to
seasonality and timing and amount of revenue dmutiin from new active advertisers and therefdrere is not necessarily a direct correlatior
between the amount of increased revenues and &mgehn active advertisers in a particular period.

Annualized Advertising Spend on our Platfor

We calculate annualized advertising spend as agiertspend in the last month of a period multighliy 12. We believe that increases in
annualized advertising spend on our platform has&ang correlation to our
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ability to increase revenues. Our customers cllelst managed $6.0 billion, $4.7 billion and $3iflibn in annualized advertising spend on
our platform in December 2013, 2012 and 2011, spdy. We believe that increases in annualizedediking spend generally lead to
increases in revenues over time. However, we belileat other factors related to the terms of custamyreements and seasonality can make |
difficult to directly correlate annual advertisisgend to changes in revenues in a particular period

Revenue Retention Ra

We believe our ability to retain and grow revenfrem our existing advertisers is an indicator af Htability of our revenue base and the
long-term value of our advertiser relationships. &8sess our ability to retain and grow subscriptéMenues using a metric we refer to as
revenue retention rate. We calculate our revent@mtien rate metric by dividing retained revenugsediention base revenues. We define
retention base revenues as revenues from all askvesrin the corresponding prior period, and wéngefetained revenues as revenues from al
advertisers from the prior period that remain atisers in the current period. This metric is cad¢et on a quarterly basis, and for annual
periods, we use an average of the quarterly metitisough we have lost individual advertisers otrere, advertisers who have remained on
our platform have generally, in the aggregate dased their advertising spend on our platformhatdame time, advertising spend on our
platform may vary quarter to quarter, and as alteguarterly revenue retention rates may fluctuptarter to quarter. Our annual revenue
retention rates were 97%, 114% and 109% in 20182 20id 2011, respectively.

Components of Results of Operations
Revenue:

We generate revenues principally from subscriptiontracts under which we provide advertisers witteas to our platform, either
directly or through the advertisertelationship with an agency with whom we havermtmact. Under our subscription contracts with nubstct
advertisers and some of our agency customers,rmessocontractually commit to a monthly minimum fesjch is generally greater than one-
half of our estimated monthly revenues from thasstamers, at the time the contract is signed. Hewewost of our subscription contracts
with our advertising agency customers do not inelaccommitted monthly minimum fee. Additionally vadtisers we serve through our
arrangements with our advertising agencies geyatalhot have a minimum commitment to continue gisiar services. Our subscription fee
under most contracts is variable based upon theevafladvertising spend that our customers martfagegdh our platform, although some
customers pay a flat monthly rate over the teriheir subscription contract. Our deferred reveragssist of the unearned portion of billed
subscription fees.

Cost of Revenues

Cost of revenues primarily includes personnel ¢astssisting of salaries, benefits, bonuses antkdtased compensation, for employee
associated with our cloud infrastructure and glaembices for implementation and ongoing custoraerise organizations. Other costs of
revenues include fees paid to contractors who sapght our support and data center personnel, eepeakated to the use of a third-party dat:
center, depreciation of data center equipment, tiatipn of capitalized internal-use software depahent costs and allocated overhead.

We intend to continue to invest additional resosiioeour global services teams and in the capa€ibur hosting service infrastructure.
As we continue to invest in technology innovatibrough our research and development organizatierexpect to have increased amortiza
of capitalized internal-use software developmests:0Ne expect that this investment in technoldguil not only expand the breadth and
depth of our Revenue Acquisition Management plaifbut also increase the efficiency of how we delihese solutions, enabling us to
improve our gross margin over time. The level anting of investment in these areas could affectanst of revenues in the future.
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Sales and Marketing Expense

Sales and marketing expenses include personnel, aades commissions and other costs including@ltia@wd entertainment, marketing
and promotional events, public relations, marketintivities, professional fees and allocated ovadh@ll of these costs are expensed as
incurred, including sales commissions. Our commisgilans provide that payment of commissions tosales representatives are paid based
on the actual amounts we invoice customers overiagthat is generally between five to seven mefdlowing the execution of the
applicable customer contract.

We plan to continue investing in sales and markgebiy increasing the number of sales and accounaganent employees, expanding
our domestic and international sales and marketatiyities, building brand awareness and sponsadtditional marketing events, which we
believe will enable us to add new customers andtase penetration within our existing customer baseexpect that, in the future, sales and
marketing expenses will increase in absolute dolerd continue to be our largest operating expeaisgory.

Research and Development Expent:

Research and development expenses consist priroaplgrsonnel costs for our product developmenteargineering employees and
executives, including salaries, benefits, stockeHaompensation expense and bonuses. Also incaréeabn-personnel costs such as
professional fees payable to third-party developgmesources and allocated overhead.

Our research and development efforts are focuseshbancing our software architecture, adding natufes and functionality to our
platform and improving the efficiency with which wleliver these services to our customers. We expattin the future, research and
development expenses will increase in absolutadylpartially offset by the amount of capitalizegtrnaluse software development costs.
believe that these investments are necessary tttairaand improve our competitive position.

General and Administrative Expenses

General and administrative expenses consist piliynafrpersonnel costs, including salaries, bengditsck-based compensation expense
and bonuses, for our administrative, legal, hunemsources, finance and accounting employees anditdxex: Also included are non-personnel
costs, such as travedlated expenses, audit fees, tax services antfesm as well as professional fees, insuranceoétmel corporate expens
along with allocated overhead.

We expect to incur incremental costs associateld suipporting the growth of our business, both imseof size and geographic
expansion, and to meet the increased complianegresmgents associated with our continued operatsoa jpublic company. Such costs include
increases in our accounting and legal personnditiadal consulting, legal and audit fees, insuenosts, board of directorsbmpensation ar
the costs of achieving and maintaining complianit the Sarbanes-Oxley Act. As a result, we expectgeneral and administrative expense:
to increase in absolute dollars in future periodistb decrease as a percentage of revenues ower tim

Total Other Expenses, Net

Other expenses, net primarily consists of foreigmency transaction gains and losses and intexpsinse, net. Interest expense, net,
consists primarily of interest income earned onaash equivalents offset by the interest expenseubcapital lease payments and borrowing:
under our equipment advances and revolving lineredit.
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Provision for Income Taxe:
The provision for income taxes consists of fedestate and foreign income taxes. Due to recenefsge maintain a valuation allowance

against our deferred tax assets as of Decemb@03B, We consider all available evidence, bothtp@sand negative, in assessing the extent
to which a valuation allowance should be appliesiiagf our deferred tax assets.

Results of Operations

The following table is a summary of our consolidbséatements of operations. The period-to-periodgarisons of results are not

necessarily indicative of results for future pesod

Years Ended December 31

2013 2012 2011
(in thousands)
Revenues, ne¢ $ 77,31¢ $ 59,55¢ $ 36,121
Cost of revenues (: 31,10¢ 24,76¢ 18,691
Gross profit 46,20¢ 34,79 17,43(
Operating expenses
Sales and marketing ( 42,79¢ 32,63: 20,357
Research and development 20,71¢ 14,01 7,071
General and administrative ( 17,02¢ 13,43: 6,67¢
Total operating expens 80,54: 60,07¢ 34,107
Loss from operation (34,330 (25,285 (16,677
Interest expense, n (4593 (520 (37¢)
Other income (expenses), | (577) (45€) (229
Loss before provision for income tax (35,360) (26,267 (17,289
Provision for income taxe (492) (221) (139
Net loss available to common stockhold $(35,857) $(26,487) $(17,429)

(1) Stock-based compensation included in the consolidateédrstmts of operations data above was as foll

Cost of revenue

Years Ended December 31
2013 2012 2011
(in thousands)
$ 887 $ 43¢ $16E

Sales and marketir 1,30¢ 1,00¢ 22¢
Research and developmt 1,34¢ 831 162
General and administrati 1,681 2,67: 14z

$5,21¢ $4,94¢ $697
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The following table sets forth our consolidatedutessof operations for the specified periods asm@entage of our revenues for those
periods. Percent of revenue figures are roundedtardfore may not subtotal exactly.

Years Ended December 31

2013 2012 2011
Revenues, net 10C% 10C% 10C%
Cost of revenue _40 _42 _52
Gross profit _ 60 _ 58 _ 48
Operating expenses
Sales and marketir 55 55 56
Research and developmt 27 24 20
General and administrati\ _ 22 | 23 _ 18
Total operating expens 104 101 91
Loss from operation (44) (42 (46)

Interest expens 1) () (1)
Other income (expenses), | @ €] _@

Loss before provision for income tax (46) (44) (48)
Provision for income taxe D) = =
Net loss _(46)% _(49% _(48)%
The following tables set forth our consolidatedenewes by geographic area:
Years Ended December 31
2013 2012 2011
(in thousands)
Revenues, net by geograg
United States of Americ $52,72¢ $43,42¢ $26,67:
Internationa 24,59( 16,12¢ 9,44¢
Total revenues, nt $77,31¢ $59,55¢ $36,12:
Years Ended December 31
2013 2012 2011
Revenues, net by geograg
United States of Americ 68% 73% 74%
Internationa 32 27 26
Total revenues, nt 10C% 10(% 10C%

Adjusted EBITDA

Adjusted EBITDA is a financial measure that is oalculated in accordance with generally acceptedwatting principles in the United
States (U.S. GAAP). We define Adjusted EBITDA asloss, adjusted for stock-based compensation esepetepreciation and amortization,
capitalized internalise software development costs, interest expepsepnovision for income taxes and other incomeémses), net. Adjust
EBITDA is a financial measure that is not calculkite accordance with GAAP. We believe Adjusted EBNis useful to investors in
evaluating our operating performance for the follmyweasons:

« Adjusted EBITDA is widely used by investors as&turities analysts to measure a company’s opgrpérformance without regard
to items, such as stock-based compensation expégeciation and amortization, capitalized intewrse software development
costs, interest expens
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net, provision for income taxes and other incomexgense, net, that can vary substantially frompaomg to company depending

upon their financing, capital structures and théhme by which assets were acquir

e Our management uses Adjusted EBITDA in conjiamcivith GAAP financial measures for planning pwsps, including the
preparation of our annual operating budget, asasure of operating performance and the effectiveageur business strategies
and in communications with our board of directaraeerning our financial performance; ¢

» Adjusted EBITDA provides consistency and conapdity with our past financial performance, fatzites period-to-period
comparisons of operations and also facilitates @impns with other peer companies, many of whiehsisilar non-GAAP
financial measures to supplement their GAAP res

We understand that, although Adjusted EBITDA igjfrently used by investors and securities analystisdir evaluations of companies,
Adjusted EBITDA has limitations as an analyticadltaand you should not consider it in isolatiorasra substitute for analysis of our results of
operations as reported under GAAP. These limitationlude:

» Depreciation and amortization are non-cashgdgrand the assets being depreciated or amowtiflaziten have to be replaced in
the future; Adjusted EBITDA does not reflect angltaequirements for these replaceme

» Adjusted EBITDA does not reflect changes in, othcasjuirements for, our working capital needs orti@ctual commitment:
» Adjusted EBITDA does not reflect cash requiremédotsncome taxes and the cash impact of other ircomexpense; ar
« Other companies may calculate Adjusted EBITDA ddfely than we do, limiting its usefulness as a parative measur:

The following table presents a reconciliation of less, the most comparable GAAP measure, to AefUEBITDA for each of the
periods indicated:

Years Ended December 31

2013 2012 2011
(in thousands

Net loss $(35,857) $(26,487) $(17,429)
Depreciation and amortizatic 5,87¢ 3,16 1,80(C
Interest expense, n 452 52( 37¢
Provision for income taxe 492 221 13¢
EBITDA (29,029 (22,579 (15,10¢)
Other (income) expenses, | 571 45¢€ 22¢
Capitalized interni-use software development co (3,216) (1,747 (2,02¢)
Stocl-based compensatic 5,21¢ 4,94¢ 697
Adjusted EBITDA $(26,456) $(18,917) $(15,209)
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Comparison of the Years Ended December 31, 2013 a2612

Revenue:
Years Ended December 31, Change
2013 2012 $ %
(dollars in thousands
Total revenues, nt $ 77,31 $ 59,55¢ $17,757 30%

Revenues increased $17.8 million, or 30%, for 284 8ompared to 2012. This increase was driven @ythrin revenues from both new
and existing advertisers in all geographies asoagoing investment in sales and marketing resousssted in increased demand for our
platform worldwide. During 2013, we generated $Iillion of revenue from new advertisers and $6ilfion of additional revenue from our
existing advertisers. We define a new advertisemaadvertiser from whom we earned revenue duhagtirrent fiscal period and from whom
we did not earn any revenue during the previousesponding period. There were no customers thatuated for greater than 10% of our
revenues in 2013 or 2012.

Revenues in 2013 from the United States and intieme locations represented 68% and 32%, respaygtiof revenues, and in 2012,
revenues from the United States and internatiaeations represented 73% and 27%, respectivehgvaiues.

Cost of Revenues and Gross Margin

Years Ended December 31, Change
2013 2012 $ %
(dollars in thousands
Cost of revenue $ 31,10¢ $ 24,76« $ 6,34¢ 26%
Gross profit 46,20t 34,79 11,41 33
Gross margir 6C% 58%

Cost of revenues increased $6.3 million, or 26%gamspared to 2012. This reflected an increasedratterage number of global services
and platform infrastructure personnel from 118 esgpés during 2012 to 135 employees during 2018Jtieg in an increase of $2.7 million in
compensation and benefits expenses and $0.1 mdfiaflocated overhead. During 2013, we also expeed increases of $2.2 million in
depreciation and amortization expense, $0.9 miiliohosting costs, $0.3 million of equipment-rethexpenses, and $0.2 million of
professional fees to support the increased userdiasted platform.

Our gross margin increased to 60% during 2013 8 during 2012. This increase was due to the wehient of greater operational

efficiency from personnel dedicated to our cloufdastructure and global services precipitated byragded functionality and capabilities
delivered by our engineering team. Compensatiothiese personnel was 23% of revenues during 2@1&rapared to 25% during 2012.

Sales and Marketing

Years Ended December 31, Change
2013 2012 $ %
(dollars in thousands
Sales and marketir $ 42,79¢ $ 32,63 $10,16¢ 31%
Percent of revenues, r 5% 55%

Sales and marketing expenses increased $10.2mitlic31%, as compared to 2012. The increases pvenarily due to an increase our
average global sales and marketing headcount f@28retnployees during 2012
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to 161 employees during 2013, contributing to amease of $8.2 million in personnel-related castesisting primarily of increased employee
compensation, benefits and travel costs assocmtcdur sales force. Stock-based compensatiomd 013 did not include $0.4 million in
stock-based compensation incurred in 2012 dirextlybutable to the redemption of common sharesm fam employee for an amount above th
fair value at the time of the redemption. Allocateerhead increased $0.8 million and recruiting feereased $0.1 million, also due to the
growth in headcount relative to the rest of the pany. Marketing event and technology costs inci:&8e7 million due to our continued
marketing efforts and professional fees also irewda0.3 million during 2013.

Research and Developme

Years Ended December 31, Change
2013 2012 $ %
(dollars in thousands
Research and developme $ 20,71t $ 14,01 $6,701 48%
Percent of revenues, r 27% 24%

Research and development expenses increased $fon nor 48%, as compared to 2012. This reflegadncrease in average research
and development headcount from 88 employees d@odg to 130 employees during 2013, resulting imarease of $4.9 million in
compensation expense. Stock-based compensati@018rdid not include $0.3 million in stock-basednpensation incurred in 2012 directly
attributable to the redemption of common sharesfiwo employees for an amount above the fair vatube time of the redemption. Alloca
overhead also increased $1.1 million due to theeame in headcount. Professional fees increas8chdiion to supplement our employees’
efforts to enhance our software architecture. Reieg,) equipment, and travel expenses increaseliddlion in total to support the opening of
our new office in Shanghai.

General and Administrative

Years Ended December 31, Change
2013 2012 $ %
(dollars in thousands
General and administrati\ $ 17,02¢ $ 13,43 $3,59¢ 27%
Percent of revenues, r 22% 23%

General and administrative expenses increased$ilién, or 27%, respectively, as compared to 2dh2luded in this balance during
2012 is $1.9 million in stock-based compensatioadlly associated with the redemption of commonesh&rom two employees for an amount
above the fair value at the time of the redemptfma result, stock-based compensation for geadbdministrative employees decreased
$1.0 million during 2013. Excluding stock-based pamsation, general and administrative expensesadsed $4.6 million. Compensation,
benefits and other employee-related expenses éxelabstock-based compensation increased by $2li®mas we added employees to
support the growth of our business and as we beegpublic company. Professional fees and insurarpenses increased $0.6 million and
$0.4 million, respectively, to support our globgpansion and as we completed our initial publieoffg (“IPO”) and became a public comp:
during the March 2013. Allocated overhead and ligngufees increased $0.4 million and $0.2 millioespectively, to support our growth in
headcount. Expenses for non-income based taxesased $0.2 million as we became a public compaagkiBg fees also increased $0.2
million as we continued our international expansion
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Total Other Expenses, Net

Years Ended December 31, Change
2013 2012 $ %
(doliarsin thousands  ~ -
Other income (expenses), | $ (1,029 $ (976 $(48) 5%

Other expenses, net primarily consists of foreigmency transaction gains and losses and intexpsinse. Interest expense decreased
$0.1 million in 2013, as we paid off the balanceoon revolving line of credit. Foreign currencyrsaction losses increased $0.1 million due t
the growth of our international operations.

Provision for Income Taxe:!

Years Ended December 31 Change
2013 2012 $ %
(dollars in thousands
Provision for income taxe $ 492 $ 221 $271 12%

Provision for income increased $0.3 million assuteof increased profits generated in foreigngdigtions by our wholly-owned
subsidiaries.

Comparison of the Years Ended December 31, 2012 ag611

Revenue
Years Ended
December 31, Change
2012 2011 $ %
(dollars in thousands) _
Revenue: $59,55¢ $36,12: $23,43" 65%

Revenues increased $23.4 million, or 65%, for 284 2ompared to 2011. This increase was driven @ythrin revenues from both new
and existing advertisers in all geographies asoagoing investment in sales and marketing resousssted in increased demand for our
platform worldwide. During 2012, we generated $1@illion of revenue from new advertisers and $1®ilfion of additional revenue from o
existing advertisers. There were no customersatatunted for greater than 10% of our revenue®1i 2r 2012.

Revenues in 2012 from the United States and intieme locations represented 73% and 27%, respagtiof revenues, and in 2011,
revenues from the United States and internatimtations represented 74% and 26%, respectivehgvaiues.

Cost of Revenues and Gross Margin

Years
EndedDecember 31 Change
2012 2011 $ %
(dollars in thousands)
Cost of revenue $24,76¢ $18,69: $ 6,07: 32%
Gross profit 34,79 17,43( 17,36« 10C
Gross margir 58% 48%

Cost of revenues increased $6.1 million, or 32%2fi12 as compared to 2011. This reflected an &s&rén the number of global servic
and platform infrastructure personnel, resulting 3.1 million increase in
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compensation expense and a $1.4 million increaaédnated overhead due to opening of new offineSurope and Asia. We also experiencec
increases of $1.0 million in hosting costs and $iilion of depreciation and amortization expensartially offset by a $0.2 million decrease
both professional fees and equipment expenses.

Our gross margin increased to 58% during 2012 #8f% during 2011. This increase was due to the aehient of greater operational
efficiency from personnel dedicated to our cloufdastructure and global services precipitated byragded functionality and capabilities
delivered by our engineering team. Compensatiothiese personnel was 25% of revenues during 2@1&rapared to 33% during the same
period in 2011. Additional costs related to profesal fees, travel and equipment expenses repred@db of our revenues during 2012, as
compared to 4% during 2011.

Sales and Marketing

Years Ended

December 31 Change
2012 2011 $ %
(dollars in thousands)
Sales and marketir $32,63: $20,357 $12,27¢ 60%
Percent of revenue 55% 56%

Sales and marketing expenses increased $12.3mitlic60%, for 2012 as compared to 2011. The iserezas primarily due to an
increase in global sales and marketing headcoant §3 employees as of December 31, 2011 to 136oy®ed as of December 31, 2012,
contributing to a $9.5 million increase in persdraated costs, consisting primarily of increasedployee compensation, benefits and travel
costs associated with our sales force and incluithg million in stock-based compensation direatlyibutable to the redemption of common
shares from an employee for an amount above thedhie at the time of the redemption. Equipmemesses for our sales and marketing t
increased $0.3 million to support our growth anofgssional fees increased $0.2 million. Allocatedrbead increased $1.6 million due to the
opening of new offices in Europe and Asia. Markgtamd event costs increased $0.5 million due tacontinued efforts to generate sales lead
and build brand awareness.

Research and Developme

Years Ended

December 31, Change
2012 2011 $ %
(dollars in thousands)
Research and developme $14,01¢ $7,071 $6,94: 98%
Percent of revenue 24% 2%

Research and development expenses increased $6o8 noir 98%, for 2012 as compared to 2011. Thitected an increase in the
number of research and development personnel femiployees as of December 31, 2011 to 105 emp®ef December 31, 2012,
resulting in a $5.7 million increase in compensagapense. Included in this amount was $0.3 milliostock-based compensation directly
attributable to the redemption of common shares fr@wo employees for an amount above the fair vatube time of the redemption. Alloca
overhead increased $1.1 million and employee traxpénses increased $0.1 million due to the inereakeadcount.

42



Table of Contents

Index to Financial Statements

General and Administrative

Years Ended

December 31 Change
2012 2011 $ %
(dollars in thousands)
General and administrati $13,43: $6,67¢ $6,75° 101%
Percent of revenue 23% 18%

General and administrative expenses increasedn$ifidn, or 101%, for 2012 as compared to 2011. @emeral and administrative
headcount increased from 28 employees as of Deae3ib2011 to 51 employees as of December 31, 284 2.result, compensation and
other employee-related expenses increased by $iiénas we added employees to support the graf/thur business and as we prepared to
become a public company. Included in this amousti® million in stock-based compensation direatlyibutable to the redemption of
common shares from two employees for an amounteatie/fair value at the time of the redemption f&ssional fees increased $1.6 millior
support our global expansion and as we took cestaips to prepare ourselves to be a public comfegruiting fees increased $0.3 million to
support our growth in headcount. Allocated overhieadeased by $0.2 million due to the increasesadtount.

Other Expenses, Net

Years Ended

December 31, Change
2012 2011 $ %
(dollars in thousands) —
Other expenses, n ($97€) ($607) ($369) 61%

Other expenses, net primarily consists of foreigmency transaction gains and losses and intexpstnse. The increase of $0.4 million
was primarily due to an increase of $0.3 milliorthe fair value of the preferred stock warrantiligband a $0.2 million increase in interest
expense as a result of additional borrowings underredit facility.

Provision for Income Taxe:

Years Ended

December 31, Change
2012 2011 $ %
(dollars in thousands) —
Provision for income taxe $221 $13¢ $82 59%

Provision for income taxes increased by approxityai®.1 million for 2012 as compared to 2011 assutt of increased profits genera
in foreign jurisdictions by our wholly-owned subisides.
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Quarterly Results of Operations

The following table sets forth our unaudited qudyteonsolidated statements of operations dat&éch of the eight quarters in the pel
ended December 31, 2013. We have prepared theegyatata on a basis consistent with our auditediahfinancial statements, including, in
the opinion of management, all normal recurringiatipents necessary for the fair statement of tlenéial information contained in these
statements. The historical results are not nedgssatdicative of future results and should be réadonjunction with our consolidated financ
statements and the related notes included elsevilnérs Annual Report on Form 10-K.

Three Months Ended

December 31 September 3C March 31, December 31 September 3C March 31,
June 30, June 30,
2013 2013 2013 2013 2012 2012 2012 2012
(in thousands
Revenues, n¢ $ 2182 $ 20,11 $18,21¢ $17,45¢% $ 17,05 $ 1550: $14,03: $12,97¢
Cost of revenues (: 8,097 7,94¢ 7,69¢ 7,37 7,03¢ 6,48¢ 5,98¢ 5,25¢
Gross profit 13,73. 12,16¢ 10,52¢ 9,78: 10,01¢ 9,01¢ 8,04: 7,72
Operating expenses (

Sales and marketir 11,70¢ 10,28: 10,35( 10,45¢ 9,01¢ 8,742 8,021 6,852
Research and developm 5,66( 5,07z 4,90¢ 5,07¢ 4,36° 3,60¢ 3,07¢ 2,967
General and administrati\ 4,27: 4,681 4,02¢ 4,04¢ 3,431 3,091 2,517 4,39:
Total operating expens 21,64 20,03« 19,28( 19,58¢ 16,81: 15,43¢ 13,61¢ 14,21:
Loss from operations (7,910 (7,86%) (8,75¢) (9,807) (6,797) (6,427 (5,577 (6,497)
Interest income (expense), | (78) (82) (209 (189 77 (137) (102) (110
Other income (expenses), | (6€) (1€) (812) (408) (234) (25) (94) (103)
Loss before provision for income taxe (8,059 (7,969) (8,94¢) (10,399 (7,2072) (6,58%) (5,769 (6,705)
Provision for income taxe () (230) (149 (10€) (54) (63 (55) (49
Net loss $ (806) $ (8,199 $(9,097) $(10,50) $ (7,256 $ (6,648 $(5,829) $ (6,759

Net loss per share available to common stockhal:
basic and dilute: $ 0.25) $ 0.28) $ (0.2) $ (149 $ a59 $ (1.5) $ (13) $ (1.59

(1) Stock-based compensation included in the consolidateéerstnts of operations data above was as foll

Three Months Ended

December 31 September 3C June 30 March 31, December 31 September 3C June 30 March 31,
2013 2013 2013 2013 2012 2012 2012 2012
(in thousands

Cost of revenue $ 19¢ $ 23¢ $ 24t $ 20t $ 147 $ 121 $ 11f $ 56
Sales and marketir 301 34¢ 361 292 18¢ 261 124 432
Research and developm 35¢€ 37¢ 303 30¢ 182 152 132 364
General and administrati\ 411 451 40C 41¢ 182 29E 15€ 2,03¢
Total stocl-based compensatic $ 1,26¢€ $ 1,41¢ $1,30¢ $ 1,22¢ $ 701 $ 82¢ $ 527 $ 2,891
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The following table sets forth our consolidatedutessof operations for the specified periods asm@entage of our revenues for those
periods. Percent of revenue figures are roundedtardfore may not subtotal exactly.

Three Months Ended

December 31 September 3C June 30 March 31, December 31 September 3C June 30 March 31,
2013 2013 2013 2013 2012 2012 2012 2012
(as a % of revenues, n¢
Revenues, ne 100(% 10C(% 100(% 10C(% 100% 100(% 10C(% 100%
Cost of revenue 37 39 42 43 41 42 43 40
Gross profit 63 61 58 57 59 58 57 60
Operating expenst
Sales and marketir 54 51 57 61 53 5€ 57 53
Research an
developmen 26 25 27 30 26 22 22 23
General ant
administrative 20 23 22 24 20 2C 18 34
Total operating
expense: 99 99 10€ 11E 99 9¢ 97 11C
Loss from
operations (36) (39 (48) (59 (40 (41) (40 (50
Interest incomt
(expense), ne — — (1) (1) (1) (2) @ (1)
Other income
(expenses), nt — — — (2) (1) — @ ®
Loss before
provision for
income taxes 37 (39 (49 (612) (42) (42) (42 (52
Provision for income
taxes — (1) (1) (1) — — — —
Net loss (37)% (39% (50)% (62)% (42)% (42)% (42)% (52%

Liquidity and Capital Resources

Since our incorporation in March 2006, we haveederimarily on sales of our capital stock to funa operating activities. From
incorporation through 2012, we raised $105.7 millioet of related issuance costs, in funding thihqurivate placements of our preferred st
Additionally, we have, from time to time, utilizedjuipment lines to fund capital purchases. In Manath April 2013, we raised net proceeds o
$109.3 million from our IPO. As of December 31, 3ptur principal sources of liquidity were our castd cash equivalents of $104.4 million
and access to borrowing under our revolving criedility and our capital lease arrangement. Oumpry operating cash requirements include
the payment of compensation and related costsefigs/costs for our facilities and informationtiaology infrastructure.

We presently maintain minimal cash balances inforgign subsidiaries. As of December 31, 2013, a@ $104.4 million of cash and
cash equivalents, of which only $2.1 million wasdhgy our foreign subsidiaries. In the future, warpto increase the invoicing and remittance
of proceeds from our international operations inforeign subsidiaries’ bank accounts. We plaretinvest the cash earned by our foreign
subsidiaries to finance the growth of our foreigmations.

Based on our current level of operations and gdteid growth, we believe that our existing cashaasth equivalents will be sufficient
fund our operations for at least the next 12 martthg future capital requirements will depend omgnactors, including our rate of revenue
growth, the expansion of our sales and marketitigiies, and the timing and extent of spendingupport product development efforts and
expansion into new territories, and the timingrafaductions of new features and enhancementsrtplatiorm. Although we are not currently
a party to any agreement or letter of intent witbpect to potential investments in, or acquisit@ihg€omplementary businesses, services or
technologies, we may enter into these types ohgaments in the future, which could also requiréouseek additional equity financing or use
our cash resources. We have no present undersggsndimmmitments or agreements to enter into anly aoguisitions. To the extent that
existing cash and cash equivalents are insuffi¢geefund our future activities, we may need toeaslditional funds through public or private
equity or debt financing.
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Summary of Cash Flow

The following table sets forth a summary of ourtcisws for the periods indicated:

Year Ended December 31

2013 2012 2011
(in thousands
Net cash used in operating activit $(23,39) $(19,09% $(16,49()
Net cash used in investing activiti (8,239 (7,250 (3,360
Net cash provided by financing activiti 104,50: 56,16¢ 20,39
Net increase in cash and cash equival $ 72,86 $ 29,82: $ 547

Operating Activities

Cash used in operating activities is primarily iigfhced by the amount of cash we invest in persamelinfrastructure to support the
anticipated growth of our business and the incr@gatiee number of advertisers using our platforrasiCused in operating activities has
typically been affected by net losses and furtherdased by changes in our operating assets dnilitiea, particularly in the areas of accounts
receivable and accrued liabilities, adjusted fan-sash expense items such as depreciation, antantiznd stock-based compensation.

Cash used in operating activities in 2013 of $28ilion was the result of a net loss of $35.9 roiflj partially offset by non-cash
expenses of $12.0 million, which included depresmtamortization and stock-based compensationreseel hese non-cash expenses
increased due to capital expenses and headcoumtignarimarily related to continued investment ir dusiness. These uses of funds were
offset by a $0.5 million net change in working ¢apitems, most notably an increase in deferreémeae of $1.9 million due to our efforts to
invoice the total minimum fees due under the tefroup subscription agreements at the start of greement, and an increase in accrued
liabilities of $2.2 million, related to the growtt our operations and timing of related disbursetmerhese working capital changes were
partially offset by a $0.9 million increase in pagghexpenses and other current assets and a $Highrimricrease in accounts receivable, also
related to the growth of our operations and tinohgelated disbursements.

Cash used in operating activities in 2012 of $18illion was the result of a net loss of $26.5 roifij offset by non-cash expenses of
$9.1 million, which included depreciation, amortina and stock-based compensation expense. Theseash expenses increased due to
capital expenses and headcount growth, primaristed to continued investment in our business. rE€neaining use of funds of $1.7 million
was from the net change in working capital itemestmotably an increase in accounts receivabl@af fillion resulting from our revenue
growth and an increase in prepaid expenses and aihent assets of $0.6 million primarily relatedhe timing of payments for insurance
premiums and software subscriptions. These wet@fpaoffset by an increase in accounts payabk @rcrued liabilities of $2.6 million,
related to the growth of our operations and tinohgelated disbursements.

Cash used in operating activities in 2011 of $16ilion was the result of a net loss of $17.4 roifij offset by non-cash expenses of
$3.2 million, which included depreciation, amortina and stock-based compensation expense. Theseash expenses increased due to
capital expenses and headcount growth, primaristed to continued investment in our business. r€ngaining use of funds of $2.3 million
was from the net change in working capital itemsstmotably an increase in accounts receivabl&d fillion resulting from our revenue
growth, partially offset by an increase in accriatilities of $3.5 million related to the growtlti our operations and the timing of
compensation and other general expenses.

Investing Activities

During 2013, 2012 and 2011, investing activitieasisted of purchases of property and equipmenitjdintg technology hardware and
software to support our growth as well as capigalinternal-use software
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development costs. Purchases of property and egmipmay vary from period-to-period due to the tignof the expansion of our operations
and the development cycles of our internal-usedubsoftware platform. We expect to continue to gtwe property and equipment and
developing our software platform for the foreseedbture.

Financing Activities

Our financing activities have consisted primarifyttte issuance of preferred stock purchases of comstock, and borrowings and
repayments under our credit facility.

Cash provided by financing activities in 2013 wa945 million. This consisted of proceeds from RO, net of paid offering costs, of
$109.4 million as well as $3.0 million of proceddsm the exercise of stock options and contribugitmour employee stock purchase plan.
These amounts were partially offset by $8.0 milliomet repayments under our credit facility angitzd lease arrangement.

Cash provided by financing activities in 2012 wa$.® million. This consisted of $54.2 million oftq@oceeds from the issuance of our
Series F and F-1 preferred stock, net borrowingtetnour credit facility of $4.3 million during thigeriod, and $2.1 million of proceeds from
the exercise of stock options and issuance of camstuxk. These inflows were partially offset byBillion paid to redeem common stock
during the period and $0.1 million paid for direcists associated with our IPO.

Cash provided by financing activities in 2011 wa9.4 million. This consisted of $15.9 million oftq@oceeds from the issuance of our
Series E preferred stock, $3.5 million of net pemtefrom activity under our credit facility and @illion from the exercise of employee st
options and common stock warrants.

Contractual Obligations and Commitments

Our principal commitments consist of obligationglenoperating leases for office space and ourataiter as well as debt obligations

under our credit facility with Silicon Valley Banks of December 31, 2013, the future minimum paymender these commitments, as we

obligations under our credit facility, were as ¢olis:

Payments Due By Perioc

Less Thar More Than
1- 3
Total 1 Year 3 Years 5 Years 5 Years
(in thousands

Debt obligations $ 6,36¢ $ 3,25: $3,11¢ $ — $ —
Interest expense paymel 13¢ 10t 34 — —
Operating lease 9,53¢ 5,69( 2,981 85¢ —
Total $16,04+ $ 9,04¢ $6,137 $ 85¢ $ —

The amounts in the table above are associatedagitements that are enforceable and legally bineihgch specify significant terms
including payment terms, related services and pipecximate timing of the transaction. Obligatiomglar contracts that we can cancel without
a significant penalty are not included in the table

During the ordinary course of business, we inclimdiemnification provisions within certain of ourrtcacts. Pursuant to these
arrangements, we may be obligated to indemnifyd hakmless and agree to reimburse the indemnifiey for losses suffered or incurred by
the indemnified party, generally parties with whigh have commercial relations, in connection wéhain intellectual property infringement
claims by any third party with respect to our s@fte: To date, there have not been any costs irttimeonnection with such indemnification
arrangements and therefore, there is no accrualftht amounts as of December 31, 2013.
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In addition to the obligations in the table abaseproximately $0.1 million of unrecognized tax biéiséhave been recorded as liabilities
as of December 31, 2013. It is uncertain as to vileen such amounts may be settled.

Off-Balance Sheet Arrangements

During the periods presented, we did not havedoeare currently have, any relationships with unotidated entities or financial
partnerships, such as entities often referred girastured finance or special purpose entitiesclvivould have been established for the
purpose of facilitating off-balance sheet arrangater other contractually narrow or limited purpesWe are therefore not exposed to any
financing, liquidity, market or credit risk thatud arise if we had engaged in those types ofioglahips.

Critical Accounting Policies and Significant Judgmeats and Estimates

Our management’s discussion and analysis of fimdgoindition and results of operations is basedwrconsolidated financial
statements, which have been prepared in accordegititaccounting principles generally accepted i thnited States. The preparation of thes
consolidated financial statements requires us tkeneatimates and assumptions that affect the egharnounts of assets and liabilities and the
disclosure of contingent assets and liabilitiehatdate of the consolidated financial statemexgtsyell as the reported revenues and expense:
during the reporting periods. These items are mosit and analyzed by us for changes in facts androstances, and material changes in
estimates could occur in the future.

We base our estimates on historical experienceandyrious other assumptions that we believe teeasonable under the circumstan
the results of which form the basis for making judmts about the carrying values of assets anditiasi If actual results or events differ
materially from those contemplated by us in makimgse estimates, our reported financial conditimhr@sults of operations for future periods
could be materially affected. See “Risk Factors”dertain matters that may affect these estimatesiofuture financial condition or results of
operations. An accounting policy is deemed to litecal if it requires an accounting estimate torbade based on assumptions about matters
that are uncertain at the time the estimate is mad#ferent estimates reasonably could have hesad, or if the changes in estimate that are
reasonably likely to occur could materially imp#e financial statements.

Our significant accounting policies are describetllote 2 to the consolidated financial statememthided in this Annual Report on Fc
10-K, and we believe that the accounting policissussed below involve the greatest degree of cexitpland exercise of judgment by our
management. The methods, estimates and judgmented¢huse in applying our accounting policies hasggnificant impact on our results of
operations and, accordingly, we believe the pdiciescribed below are the most critical for undeding and evaluating our financial
condition and results of operations.

Revenue Recoghnitio

We generate revenues principally from subscriptionsur platform either directly with advertisensvaith advertising agencies. Our
subscription agreements are generally one yeamgel in length. Our subscription fee under mostrets is variable based on the value of
the advertising spend that our advertisers martagedh the platform and is generally invoiced ananthly basis. Contracts with direct
advertisers and certain contracts with advertisipgncies also include a minimum monthly fee thagaigable over the duration of the contract.
Our customers do not have the right to take poeses$ the software supporting the application s#nat any time, nor do the arrangements
contain general rights of return. We commence regarcognition for both direct advertisers and aisiag agencies when all of the followi
conditions are met:

» persuasive evidence of an arrangement e

48



Table of Contents
Index to Financial Statements

» the platform is made available to the custor
» the fee is fixed or determinable, ai

» collection is reasonably assur

We recognize the minimum fee for both direct adsers and advertising agencies, where applicabks, the duration of the contract,
commencing on the date that the platform is maddahle to the customer, provided revenues receghilo not exceed amounts that are
invoiced and due. The variable fee, which is based percentage of the value of the advertisinggpeanaged through the platform, is
recognized once the amount is fixed or determinatitéch is generally on a monthly basis concurkeith the issuance of the customer
invoice. Signed contracts are used as evidence afrangement. We assess collectability basedmumdber of factors such as past collection
history with the customer and creditworthinesshef tustomer. Certain agreements with advertisiegeigs also contain sequential liability
provisions, which provide that the agency has nigation to pay us until the agency receives paynfrem its customers. In these
circumstances, we evaluate the credit worthinesseofigency’s customers, in addition to the agédseyf, to conclude whether or not
collectability is reasonably assured. If we detemriollectability is not reasonably assured, wedgfe revenue recognition until collectability
becomes reasonably assured.

In October 2009, the Financial Accounting Stand&dard (“FASB”) ratified authoritative accountingiigance regarding revenue
recognition for arrangements with multiple delivales effective for fiscal periods beginning on tieaJune 15, 2010. We adopted the new
guidance on a prospective basis for fiscal 201dfeBsional services and training, when sold withghatform subscription services, are
accounted for separately when those services lamdalone value. In determining whether profesdiseevices and training services can be
accounted for separately from subscription seryiaesconsider the following factors: availabilitf/the services from other vendors; the natur
of the services; the dependence of the subscripgtovices on the customer’s decision to buy théegsional services; and whether we sell the
subscription services without professional servitiethe deliverables have stand-alone value, ve®aat for each deliverable separately and
revenues are recognized for the respective deliesas they are delivered. If one or more of #lesdrables do not have stand-alone value,
the deliverables that do not have stahale value are combined with the final deliverabléthin the arrangement and treated as a singtet
accounting. Revenues for arrangements treatediagle unit of accounting are recognized over tteqga of the contract commencing upon
delivery of the final deliverable. As of Decembdr, 2013, we did not have stand-alone value foptioéessional services and training services
This is because we include professional servicdg@ming services with our subscription serviaad those services are not available from
other vendors.

Stock-Based Compensation

We measure and recognize expense for stock-basggetsation based on the grant date fair valueeoétvard and generally recognize
the expense, net of estimated forfeitures, onaagttt-line basis over the requisite service period.

Prior to our IPO, we estimated the fair value af cemmon stock for purposes of determining thevalue of our option awards.
Subsequent to the IPO, we use the closing stock pr the date of grant. Determining the fair vaifistock-based awards at the grant date
requires judgment. We use the Black-Scholes ofti@@ing model to determine the fair value of owcét option awards. The determination of
the grant date fair value of our stock option awarding an option pricing model is affected bydkmated fair value per share of the com
stock underlying those options as well as assumgtiegarding a number of other complex and subjeefiriables. These variables include
expected stock price volatility over the expecttint of the options, stock option exercise and déatam behaviors, risk-free interest rates anc
expected dividends, which are estimated as follows:

» Expected Volatility. As our common stock has been publicly tradedtless a year, there is a lack of company-specifitotical
and implied volatility data. Accordingly, we havstienated the expecte
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stock price volatility for our common stock by tagithe average historic price volatility for indyspeers based on daily price
observations over a period equivalent to the exgoketetrm of the stock option grants. Industry peerssist of public companies in
the technology industry, primarily in the subsdoptsoftware business. We intend to continue teistantly apply this process
using the same or similar public companies urgilifficient amount of historical information regardithe volatility of our own
common stock share price becomes available, ossigiecumstances change such that the identifisgbanies are no longer
similar to us, in which case, more suitable comgsmihose share prices are publicly available wbaldtilized in the calculatiol

» Risk-Free Interest Rate The risk-free interest rate assumption usedsgdan observed market interest rates appropdatad
term of employee option

» Expected Tern. We estimated the expected term for a “plain Vah@ption using the simplified method allowed undarrent
guidance, which uses the midpoint between the gradsting period and the contractual terminatiole dince we do not have
sufficient historical exercise data to provide as@nable basis upon which to estimate the expéeted

» Dividend Yield. We have never declared or paid any cash dividandsdo not presently plan to pay cash dividendiséen
foreseeable future. Consequently, we used an eegbelitidend yield of zerc

We used the following assumptions in our applicatbthe Black-Scholes option pricing model for fiexiods presented in the table
below:

Years Ended
December 31

2013 2012 2011
Dividend yield 0% 0% 0%
Expected volatility 55% 57% 57%
Risk-free interest rat 1.27% 0.95% 2.02%
Expected term (in year 6.25 6.25 6.2F

In addition, ASC 718 requires forfeitures to bemated at the time of grant and revised, if neagssa subsequent periods if actual
forfeitures differ from those estimates. We applyeatimated forfeiture rate based on our histofidéiture experience.

Future expense amounts for any particular periaddcoe affected by changes in our assumptions angéss in market conditions.
Stock-based compensation expense included in tigotidated financial statement line items is akoas:

Years Ended December 31

2013 2012 2011
(in thousands)

Cost of revenue $ 887 $ 43¢ $16E

Sales and marketir 1,30¢ 1,00t 22¢€

Research and developmt 1,34¢ 831 162

General and administrati\ 1,681 2,672 _14¢

$5,21¢ $4,94¢  $697

Costs for equity instruments issued in exchangéh®receipt of goods or services from non-empley@e measured at the fair market
value of the consideration received or the faiueadf the equity instruments issued, whicheverasameliably measurable. The value of equity
instruments issued for consideration other thanleyae services is determined on the earlier offite on which there first exists a firm
commitment for performance by the provider of goodservices or on the date performance is complisiag the Black-Scholes option
pricing model.
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Prior to our IPO, we were required to estimatef#tievalue of the common stock underlying our sHaased awards when performing the
fair value calculations with the Black-Scholes optpricing model. The fair value of the common ktaaderlying our share-based awards wa
determined by our board of directors, with inpainfirmanagement and contemporaneous third-party tiahsa Our board of directors
determined the fair value of our common stock andate of grant based on a number of factors inadud

« our performance, growth rate and financial conditi the approximate time of the option gr:

» the value of companies that we consider peers b@sadumber of factors including, but not limited similarity to us with respe
to industry, business model, stage of growth, famrrisk or other factors

« changes in our business and our prospects 8iedast time the board approved option grantsmaade a determination of fair
value;

» amounts recently paid by investors for our conbétpreferred stock in ar s-length transaction:
» the rights, preferences and privileges of prefestedk relative to those of our common stc
» future financial projections; ar

e valuation analyse:

In valuing our common stock, our board of directesermined the equity value of our business gdgarsing the income approach and
market comparable approach valuation methods. VEpplicable, due to a recent preferred stock offgrine prior sale of company stock
method was also utilized. The income approach esiswvalue based on the expectation of future fbawsis that a company will generate, such
as cash earnings, cost savings, tax deductionthartoceeds from a disposition. These future fasls are discounted to their present value:
using a discount rate derived from an analysifiefcost of capital of comparable publicly tradethpanies in our industry or similar lines of
business as of each valuation date and is adjtstedlect the risks inherent in our cash flowsatidition, we also considered an appropriate
discount adjustment to recognize the lack of matbiéty due to being a closely held entity.

The market comparable approach estimates valuel lmsse comparison of the subject company to confmaublic companies in a
similar line of business. From the comparable camgs a representative market value multiple iemeined and then applied to the subject
company’s operating results to estimate the vatubeosubject company. In our valuations, the rplétof the comparable companies was
determined using a ratio of the market value oésted capital less cash to each of the last twatwath revenues and the forecasted future
twelve month revenues. The estimated value wasdiseounted by a non-marketability factor due & fdct that stockholders of private
companies do not have access to trading marketsim those enjoyed by stockholders of public pamies which impacts liquidity. To
determine our peer group of companies, we congidaublic enterprise cloud-based application prodend selected those that are similar to
us in size, stage of life cycle and financial leags.

The prior sales of company stock method estimaa@gevby considering any prior arm’s length salethefsubject company’s equity.
When considering prior sales of the company’s gqtliie valuation considers the size of the equatg,she relationship of the parties involved
in the transaction, the timing of the equity saled the financial condition of the company at fheetof the sale.

Provision for Income Taxe:

As a result of our current net operating loss parsiin the United States, income tax expense ctspiimarily of corporate income taxes
resulting from profits generated in foreign jurisiibns by wholly-owned subsidiaries, along withtstitacome taxes payable in the United
States. As we have incurred operating losses ipeaibds to date and recorded a full valuatiornvedlioce against our deferred tax assets (exce
for deferred tax assets associated with our subsidh the United Kingdom), we have not historigakkcorded a provision for
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federal income taxes. Realization of any of ouedefd tax assets depends upon future earningsntimg and amount of which are uncertain.
We consider all available evidence, both positivg aegative, in assessing the extent to which @atiain allowance should be applied against
our deferred tax assets.

Utilization of our net operating losses may be sabjo substantial annual limitation due to the ewship change limitations provided by
the Code and similar state provisions. An analsis conducted through December 31, 2013 to determitether an ownership change had
occurred since inception. The analysis indicated blecause an ownership change occurred in aygasr $0.2 million of each of our federal
and state net operating losses were significamtlifdd pursuant to IRC Section 382. In the evenhaee subsequent changes in ownership or
profitability is delayed, net operating losses agskbarch and development credit carryovers coufdrtiger limited and may expire unutilized.

Allowance for Doubtful Accounts

We assess collectability based on a number of facitecluding credit worthiness of the customenglavith past transaction history; in
addition, we perform periodic evaluations of oustaumers’ financial condition. Certain contractshadidvertising agencies contain sequential
liability provisions, where the agency does notéham obligation to pay until payment is receiverhfrthe agency’s customers. In these
circumstances, we evaluate the credit worthinesseofigency’s customers, in addition to the agéself. Credit losses historically have not
been material, which is directly attributable to subscription-based services model, enabling imteediately discontinue the availability of
the services in question in the event of non-payni@mough December 31, 2013, we have not expegtaay significant credit losses.

Recent Accounting Pronouncemen

See “Note 2 — Summary of Significant Accountingiélek” to the consolidated financial statementsuded in this Annual Report on
Form 10-K, regarding the impact of certain recammioainting pronouncements on our consolidated filmhstatements.

ITEM 7A.  Quantitative and Qualitative Disclosures About Market Risk.

We have operations both within the United Statekiaternationally and we are exposed to markesriskhe ordinary course of our
business. These risks primarily include interet, rforeign exchange and inflation risks, as weltiaks relating to changes in the general
economic conditions in the countries where we cahbdusiness. To reduce certain of these risks, weitor the financial condition of our lar
customers and limit credit exposure by setting ittedits as we deem appropriate. In addition, mwestment strategy has been to invest in
financial instruments that are highly liquid andd#y convertible into cash, with maturity dateghin three months from the date of purchase.
To date, we have not used derivative instrumentsitigate the impact of our market risk exposuk¥s. have also not used, nor do we inter
use, derivatives for trading or speculative purgose

Interest Rate Risl

We are exposed to market risk related to changiegdrest rates. Our investments are considerddegsivalents and primarily consist
money market funds. As of December 31, 2013, weclaatl and cash equivalents of $104.4 million. Tdreying amount of our cash and cash
equivalents reasonably approximates fair value tduke short maturities of these investments. diiraary objectives of our investment
activities are the preservation of capital, thdilfaient of liquidity needs and the fiduciary cookiof cash and investments. We do not enter int
investments for trading or speculative purposes.ifuestments are exposed to market risk due hocaufation in interest rates, which may
affect our interest income and the fair market gatiour investments. Due to the short-term natfiur investment portfolio, we believe only
dramatic fluctuations in interest rates would hawveaterial effect on our investments. As such weaatexpect our operating results or cash
flows to be materially affected by a sudden changearket interest rates.
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As of December 31, 2013 we had borrowings outstaniti the aggregate of $6.4 million. Our outstagdong-term borrowings consist
of fixed and variable interest rate financial instients. The interest rates of our borrowings rdraya 3.0% to 6.0%. A hypothetical 10%
increase or decrease in interest rates relatieeit@urrent interest rates would not have a mdtenpact on the fair values of all of our
outstanding borrowings. Changes in interest rasddy however, affect operating results and cashd] because of the variable rate nature o
our borrowings. A hypothetical 10% increase or dase in interest rates relative to interest ragesf ®ecember 31, 2013 would result in an
insignificant impact to interest expense for 2014.

Foreign Currency Exchange Risk

We have foreign currency risks related to our reesnand operating expenses denominated in curseoitier than the U.S. Dollar,
primarily the Euro, British Pound Sterling, Canadi2ollar, Singapore Dollar, Japanese Yen, Chinasanyand Australian Dollar. Revenues
outside of the United States as a percentage aotidated revenues were 32%, 27% and 26% during,Z112 and 2011, respectively.
Changes in exchange rates may negatively affeatemenues and other operating results as expras&e&. Dollars.

Aggregate foreign currency transaction losses degin determining net loss were not significariry 2013, 2012 and 2011.
Transaction gains and losses are included in atlseme (expenses), net.

As our international operations grow, our risksoagsted with fluctuation in currency rates will loeece greater, and we will continue to
reassess our approach to managing this risk. liti@adcurrency fluctuations or a weakening U.SlIBocan increase the costs of our
international expansion. To date, we have not edtaro any foreign currency hedging contractssesiexchange rate fluctuations have not ha
a material impact on our operating results and fdasis. Based on our current international strugtuve do not plan on engaging in hedging
activities in the near future.

Inflation Risk

We do not believe that inflation has had a matefiact on our business, financial condition owitsof operations. Nonetheless, if our
costs were to become subject to significant irdleiry pressures, we may not be able to fully oseh higher costs through price increases.
Our inability or failure to do so could harm oursiness, financial condition and results of operetio

ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information in response to this item is incldide our consolidated financial statements, togettith the report thereon of
PricewaterhouseCoopers LLP, beginning on page RHioAnnual Report on Form 10-K, and in Iltem ®anthe heading Management’s
Discussion and Analysis of Financial Condition &webults of Operations.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur

Regulations under the Securities Exchange Act 8#18r the Exchange Act, require public companieduding us, to maintain
“disclosure controls and procedures,” which areérgkef in Rule 13a-15(e) and Rule 15d-15(e) to meeonapany’s controls and other
procedures that are designed to ensure that infammgequired to be disclosed in the reports thfileis or submits under the Exchange Act is
recorded, processed, summarized and reported mvithitime periods specified in the SEC's rules famahs. Disclosure controls and
procedures include, without limitation, controlglgsrocedures designed to ensure that informatiquired to be disclosed in our reports filed
under the Exchange Act is accumulated and commigtida management, including our principal exeautfficer and principal financial
officer, or persons performing similar functions,appropriate to allow timely decisions regardieguired or necessary disclosures. In
designing and evaluating our disclosure controtsocedures, management recognizes that disclosatels and procedures, no matter t
well conceived and operated, can provide only nealsie, not absolute, assurance that the objeativii® disclosure controls and procedures
are met. Additionally, in designing disclosure cofg and procedures, our management necessarilyagaged to apply its judgment in
evaluating the cost-benefit relationship of possitisclosure controls and procedures. Our chiefugkee officer and chief financial officer
have concluded, based on the evaluation of thetefémess of the disclosure controls and procedoyesur management as of December 31,
2013, that our disclosure controls and proceduere wffective at the reasonable assurance levétifpurpose.

Changes in Internal Controls over Financial Repont

Regulations under the Exchange Act require puldioganies, including our company, to evaluate amnghk in our “internal control
over financial reporting” as such term is definedRiule 13a-15(f) and Rule 15d-15(f) of the ExchaAge In connection with their evaluation
of our disclosure controls and procedures as oétiteof the period covered by this Annual Repaut,ahief executive officer and chief
financial officer did not identify any change inrdaternal control over financial reporting duritfge most recent fiscal quarter that materially
affected, or is reasonably likely to materiallyesdf, our internal control over financial reporting.

Managemen's annual Report on Internal control over FinanciaReporting

This Annual Report on Form 10-K does not includeport of management’s assessment regarding ithtsongol over financial
reporting or an attestation report of our registgrablic accounting firm due to a transition peremiablished by the rules of the Securities anc
Exchange Commission for emerging growth companies.

ITEM9B. OTHER INFORMATION

We intend to hold our 2014 annual meeting of stotddrs on May 14, 2014, with a record date of M&8h2014. The deadline for
submitting proposals for agenda items for the 2@ddual Meeting will be March 10, 2014.

PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item concerning diectors, executive officers, Section 16 commptand corporate governance
matters will be set forth under the headings “Divex and Executive Officers” and “Section 16(a) 8fial Ownership compliance” in the
definitive Proxy Statement for our 2014 Annual Megtof Stockholders (the “Proxy Statement”) anthiorporated into this report by
reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item regarding@xé/e compensation will be set forth under thediregs “Executive Compensation” in
the Proxy Statement and is incorporated into #rt by reference.
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ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this item regardinguwég ownership of certain beneficial owners anchagement and related stockholder
matters will be set forth under the headings “Ség@wnership of Certain Beneficial Owners and Mgaaent” in the Proxy Statement and is
incorporated into this report by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item regardingatetl party transactions and director independeiiteevset forth under the headings
“Board of Directors and Committees of the BoardRetated Party Transactions” in the Proxy Stateraadtis incorporated into this report by
reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item regardinghpipal accounting fees and services will be sehfander the headings “Ratification of
Appointment of Independent Registered Public ActimgnFirm” in the Proxy Statement and is incorpedainto this report by reference.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(@)

(1) Financial Statements

The list of consolidated financial statements actftedules set forth in the accompanying Index tadbesolidated Financial Statement
page F-1 of this annual report is incorporated indrg reference. Such consolidated financial stat@smand schedules are filed as part of this
annual report.

(2) Financial Statement Schedules

All schedules have been omitted because the retjnfermation is not present or not present in amegufficient to require submission
of the schedules, or because the information redug included in the Consolidated Financial Statetsior notes thereto.

(b)
(3) Exhibits

The exhibits listed on the accompanying Index thikits in Item 15(b) below are filed or incorporatey reference as part of this annual
report on Form 10-K. See Exhibit Index immediatigljowing the Signature Pages.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of
Marin Software Incorporated

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfecasnprehensive loss, convertible
preferred stock and stockholders’ deficit and déslis present fairly, in all material respects, fimancial position of Marin Software
Incorporated and its subsidiaries (the “CompanyDecember 31, 2013 and 2012, and the resultseaf dperations and their cash flows for
each of the three years in the period ended Dece®ih013 in conformity with accounting principlgsnerally accepted in the United States
of America. These financial statements are thearsipility of the Companyg management. Our responsibility is to expresspaman on thes
financial statements based on our audits. We cdadwaur audits of these statements in accordantbethé standards of the Public Company
Accounting Oversight Board (United States). Thdaadards require that we plan and perform the dadibtain reasonable assurance about
whether the financial statements are free of maltarisstatement. An audit includes examining, ¢@sa basis, evidence supporting the amc
and disclosures in the financial statements, aggptise accounting principles used and signifiestimates made by management, and
evaluating the overall financial statement pred@maWe believe that our audits provide a reastmbhsis for our opinion.

/sl PricewaterhouseCoopers LLP
San Jose, California

February 28, 2014
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Marin Software Incorporated
Consolidated Balance Sheets
(dollars and share numbers in thousands, exceptspare data)

Assets
Current assetl
Cash and cash equivalel
Accounts receivable, n
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Other noncurrent asse
Total asset

Liabilities, Convertible Preferred Stock and Stocklolders’ (Deficit) Equity
Current liabilities
Accounts payabl
Accrued payroll and other expens
Deferred revenu
Current portion of lon-term debt
Total current liabilities
Long-term debt, less current portir
Other lon¢-term liabilities
Total liabilities

Commitments and contingencies (Note
Convertible preferred stock, net of issuance c$81801 par value — 10,000 and 18,804 shares
authorized, 0 and 18,753 shares issued and outsggatDecember 31, 2013 and 2012, respective
(liquidation preferences of $0 and $106,519 asededdnber 31, 2013 and 2012, respectiv
Stockholder' (deficit) equity
Common stock, $0.001 par value — 500,000 and 36886es authorized, 33,133 and 4,942 shares
issued, 32,953, and 4,658 outstanding at Decenthed(@3 and December 31, 2012, respecti
Additional paic¢in capital
Accumulated defici
Total stockholder (deficit) equity
Total liabilities, convertible preferred stock, astdckholder (deficit) equity

December 31

2013

$ 104,40°
14,92:
2,69¢
122,02:
14,417
937

$ 137,37

$ 1,01¢
10,95(
2,56¢
3,258
17,781
2,96%
1,28¢
22,03¢

33
228,51
113,20)
115,34«

$ 137,37

The accompanying notes are an integral part ottheasolidated financial statements.
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2012

$ 31,54(
13,13:
1,81«
46,481
9,22¢
1,518

$ 57,22¢

$ 1,26¢
9,661
61€
1,572
13,11¢
9,24:
1,85¢
24,22

105, 71(

5
4,63¢
(77,349

(72,700
$ 57,22
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Marin Software Incorporated
Consolidated Statements of Comprehensive Loss
(dollars and share numbers in thousands, exceptspare data)

Years Ended December 31

2013 2012 2011
Revenues, net $ 77,31¢ $ 59,55¢ $36,12:
Cost of revenue 31,10¢ 24,76¢ 18,69:
Gross profit 46,20¢ 34,79 17,43(
Operating expense!
Sales and marketir 42,79¢ 32,63: 20,35’
Research and developmt 20,71t 14,01 7,071
General and administrati 17,02¢ 13,43: 6,67¢
Total operating expens 80,54 60,07¢ 34,10:
Loss from operation (34,330 (25,285 (16,677)
Interest expense, n (459 (520 (37¢)
Other income (expenses), | (577) (45€) (229
Loss before provision for income tax (35,360) (26,26 (17,289
Provision for income taxe (492) (221) (139
Net loss (35,857 (26,48 (17,427
Other comprehensive income (lo — — —
Comprehensive los $(35,857) $(26,48:) $(17,427)
Net loss per share available to common stockholt@sic and dilute $ (1.39) $ (6.00) $ (4.29
Weightedaverage shares used to compute net loss per sralabée to common stockholders, be
and dilutec 26,31: 4,415 4,05¢
Stoclk-based compensation is allocated as follows (Nat
Cost of revenue $ 887 $ 43¢ $ 16f
Sales and marketir 1,30¢ 1,00t 22¢
Research and developm 1,34¢ 831 162
General and administrati\ 1,681 2,67: 142

The accompanying notes are an integral part oktheasolidated financial statements.
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Marin Software Incorporated
Consolidated Statements of Convertible Preferred $tk and Stockholders’ Deficit
(dollars and share numbers in thousands, exceptspare data)

Accumulated

Convertible -
Preferred Stock Common Stock Additional Other Total
Paid-In Accumulated Compre- Stockholders
Shares Amount Shares  Amount Capital Deficit hensive Los: Deficit

Balances at December 31, 20! 12,72¢ 35,58( 3,80¢ 4 862 (33,449 — (32,57%)
Issuance of Series E preferred stock for cashpfnet

issuance costs of $11 1,744 15,93¢ — — — — — —
Issuance of common stock from exercise of vesteak:

options and vesting of early exercised opti — — 574 1 552 — — 55
Issuance of common stock from exercise of wal — — 57 — 15¢ — — 15¢
Stocl-based compensation expel — — — — 697 — — 697
Compensation expense from issuance of war — — — — 49 — — 49
Issuance of warrants in connection with debt agese — — — — 13¢ — — 13¢
Net loss and comprehensive I« — — — — — (17,427) — (17,427)
Balances at December 31, 20! 14,47( 51,51« 4,43¢ 5 2,45¢ (50,86) — (48,409
Issuance of Series F preferred stock for castpfr

issuance costs of $1! 2,80t 34,29« — — — — — —
Issuance of Series F-1 preferred stock for cagipfne

issuance costs of $¢ 1,47¢ 19,90: — — — — — —
Issuance of common stock from exercise of vestatkst

options and vesting of early exercised opti — — 50C — 75¢ — — 75¢
Issuance of common stock from stock purct

agreement — — 84 — 50C — — 50C
Redemption of common stor — — (365) — (4,48¢) — — (4,489
Stocl-based compensation expel — — — — 4,94¢ — — 4,94¢
Compensation expense from issuance of war — — — — 60 — — 60
Issuance of warrants in connection with debt agese — — — — 2iLE — — 213
Stocl-based compensation tax bene — — — — 192 — — 192
Net loss and comprehensive I — — — — — (26,487) — (26,487)
Balances at December 31, 20! 18,75! 105,71( 4,65¢ 5 4,63¢ (77,349 — (72,70¢)
Issuance of common stock in connection with initial

public offering, net of issuance costs of $11, — — 8,62¢ 8 109,29¢ — — 109,30°
Conversion of convertible preferred stock into coont

stock (18,75 (105,710 18,75: 1¢ 105,69: — — 105,71(
Conversion of warrant to purchase convertible prett

stock into warrant to purchase common st — — — — 74t — — 74¢
Issuance of common stock from exercise of vestakst

options and vesting of early exercised opti — — 70 1 1,571 — — 1,572
Issuance of common stock from cashless exerci

warrants — — 68 — — — — —
Issuance of common stock under employee <

purchase pla — — 14€ — 1,231 — — 1,231
Stocl-based compensatic — — — — 5,21¢ — — 5,21¢
Stocl-based compensation tax bene — — — — 11¢ — — 11¢
Net loss and comprehensive I — — — — — (35,857) — (35,857)
Balances at December 31, 20! — $ — 32,95! $ 33 $ 22851 $ (113,20) $ — $ 115,34

The accompanying

notes are an

integral part okthessolidated financial statements.
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Marin Software Incorporated
Consolidated Statements of Cash Flows
(dollars in thousands)

Operating activities
Net loss
Adjustments to reconcile net loss to net cash usegerating activitie
Depreciatior
Amortization of interne-use softwart
Loss (gain) on disposal of property and equipn
Noncash interest expense related to warrants iseumzhnection with dek
Noncash expense related to warrants issued in ctonevith service agreeme
Change in the valuation of outstanding preferredistvarrants
Stocl-based compensation related to stock option g
Stock-based compensation related to preferred stockding!
Provision for bad det
Deferred income tax bene
Excess tax benefits from stc-based award activitie
Other noncash expens
Changes in operating assets and liabil
Accounts receivabl
Prepaid expenses and other current a:
Other asset
Accounts payabl
Deferred revenu
Accrued expenses and other liabilit
Net cash used in operating activit

Investing activities
Purchases of property and equipm
Capitalization of internally developed softwi
Net cash used in investing activiti
Financing activities
Proceeds from issuance of common stock in initidillip offering, net of issuance co:
Proceeds from issuance of note payable, net chmgmicost
Repayment of note payat
Redemption of common sto:
Redemption of unvested shares subject to repurc
Proceeds from issuance of convertible, preferrecksinet of issuance cos
Proceeds from common stock purchase agreer
Proceeds from exercise of common stock wart
Proceeds from exercise of common stock opt
Proceeds from employee stock purchase
Excess tax benefits from st-based award activitie
Net cash provided by financing activiti

Net increase in cash and cash equival
Cash and cash equivalent
Beginning of perioc
End of perioc
Supplemental disclosures of other cash flow informan
Cash paid for intere:
Cash paid for taxe
Supplemental disclosure of noncash investing andhfancing activities
Conversion of convertible preferred stock to comrstmtk
Acquisition of equipment through capital le:
Conversion of warrant to purchase convertible pretestock to common stock warré
Accounts payable related purchases of propertyegngpmen
Accrued but unpaid debt issuance ct
Unpaid deferred initial public offering cos
Other receivables for stock option exerci

Years Ended December 31

2013 2012 2011
$(35,85) $(26,48)  $(17,42)
4,72: 2,64¢ 1,344
1,15¢ 52t 45€
1C @ 65

251 15¢ 56

— 60 49
23¢ 362 73
5,21¢ 2,35¢ 697
— 2,59( —
35¢ 29¢ 28¢
(91) (10€) —
(119) (192) —
24F 292 211
(2,392) (3,679 (5,457)
(881) (550) (58)
(524) (55) (291)

78 (20¢) (54)
1,94¢ 445 (46)
2,24( 2,45; 3,59«
(23,39) (19,099 (16,490
(5,029 (5,507 (2,339
(3,216) (1,749 (1,029)
(8,239 (7,250) (3,360)
109,41« (107) —
1,661 8,631 5,52¢
(9,660) (4,339 (2,019
— (4,48%) —
7 (48) —

— 54,19¢ 15,93

— 50C —

— — 15¢
1,541 1,624 791
1,49¢ — —
11¢ 192 —
104,50: 56,16¢ 20,39:
72,86 29,82: 547
31,54( 1,71¢ 1,17¢
$104,40° $3154( $ 1,71¢
$ 201 $ 458 $ 264
27€ 17€ 8
$10571( $ — 0§ —
3,167 — —
745 — —
20¢ 532 301

38 57 —

— 944 —

The accompanying notes are an integral part ottheasolidated financial statements.
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1. Background

Marin Software Incorporated (the “Company”) wasarporated in Delaware in March 2006. The Compamyiges a leading cloud-
based Revenue Acquisition Management platformrioffean integrated digital advertising managemehitson for search, display, social and
mobile advertising channels. The Company’s platfbeips advertisers and agencies improve finaneidbpmance, realize efficiencies and
time savings, and make better business decisidgresCbmpany’s corporate headquarters are locat8drirFrancisco, California, and the
Company has additional offices in the followingdtions: New York, Chicago, Austin, Portland, Mountsiew, London, Dublin, Hamburg,
Paris, Tokyo, Singapore, Sydney, and Shanghai.

On March 27, 2013, the Company closed its initidblc offering (“IPO”) of 7,500 shares of its commstock sold by the Company. The
public offering price of the shares sold in the IR@&s $14.00 per share. The total gross proceedstfie IPO to the Company were $105,000.
After deducting underwriting discounts and comnaesiand IPO expenses payable by the Company, thiegae net proceeds totaled
$94,659. On April 11, 2013, the underwriters of H® fully exercised the over-allotment option gethto them. As a result, the Company
issued an additional 1,125 shares for net proceefi$4,648.

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The consolidated financial statements include to®ants of the Company and its wholly-owned subsiés. All intercompany accounts
and transactions have been eliminated upon comdiniid

Accounting Estimate:

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States (“GAAP”)
requires management to make certain estimatessaudngtions that affect the amounts reported irfitfaacial statements and accompanying
notes. The Company is subject to uncertainties asdhe impact of future events, economic andipalifactors and changes in the Company’:
business environment; therefore, actual resultiladiffer from these estimates. Accordingly, the@nting estimates used in the preparation
of the Company’s financial statements will chang@ew events occur, as more experience is acqaisealditional information is obtained
and as the Company’s operating environment chai@emges in estimates are made when circumstarareanz Such changes in estimates
and refinements in estimation methodologies aleatfd in reported results of operations and ifemal, the effects of changes in estimates ar
disclosed in the notes to the financial statemeSitmificant estimates and assumptions by manageatfierct the allowances for doubtful
accounts and customer credits, the carrying valleng-lived assets, the useful lives of long-livaskets, the provision for income taxes and
related deferred taxes, stock-based compensattharfair value of the Company’s common stock arederred stock warrants.

Certain Significant Risks and Uncertainties

The Company operates in a rapidly changing enviemtrthat involves a number of risks, some of whkitgkhbeyond the Company’s
control that could have a material adverse effadhe Company’s business, operating results, arahéial condition. These risks include,
among others, the Company’s: history of lossesadnility to achieve profitability in the future; Hity competitive environment; ability to
maintain and increase usage rate of the Compatgt®pn; and ability to increase demand for itsusioins.
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Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consistagh, cash equivalents and accounts
receivable. The Company’s cash and cash equivaeatslaced with high-credit-quality financial iigtions and issuers, and at times exceed
federally insured limits. The Company limits itsncentration of risk in cash equivalents and shemtinvestments by diversifying its
investments among a variety of industries and issaed by limiting the average maturity to one yaaess. The Company has not experiel
any loss relating to cash and cash equivalentseiset accounts. The Company performs periodic cegditiations of its customers and
generally does not require collateral.

As of December 31, 2013 and 2012, no single custaemounted for greater than 10% of net accourtsivable. No single customer
accounted for greater than 10% of consolidatedme®® during the years ended December 31, 2013,&042011.

Cash and Cash Equivalents

The Company considers all highly liquid investmenith an original or remaining maturity from the fpany’s date of purchase of 90
days or less to be cash equivalents. Depositswigiidfinancial institutions are likely to exceedetamount of insurance on these deposits. Cas
equivalents consist of money market funds, whiehraadily convertible into cash and are stateast, evhich approximates fair market value.
Cash equivalents were $98,987 and $19,930 as afrbteer 31, 2013 and 2012, respectively.

Fair Value of Financial Instruments

The Company’s financial instruments, including caghivalents, accounts receivable and accountdbpeagee carried at cost, which
approximates fair value because of the stemrtz nature of those instruments. The carryingevalithe preferred stock warrant liability (Note
represents fair value. Based on borrowing rategadla to the Company for loans with similar terarsl maturities, the carrying value of
borrowings approximates fair value (Level 2 witkte fair value hierarchy).

The Company measures and reports certain finaassats at fair value on a recurring basis, inclydminvestments in money market
funds. The fair value hierarchy prioritizes theltgpinto three broad levels:
Level 1 Inputs are unadjusted quoted prices in active niarfie identical assets or liabilitie

Level 2 Inputs are quoted prices for similar assets arilili@s in active markets or inputs that are okiabte for the asset or liability, either
directly or indirectly through market corroboratjdar substantially the full term of the financiaktrument,

Level 3  Inputs are unobservable inputs based on the Cor’s assumption:

A financial instrument’s level within the fair vadthierarchy is based on the lowest level of inpat ts significant to the fair value
measurement.

Allowance for Doubtful Accounts and Revenue Cred

The allowance for doubtful accounts reflects thenfany’s best estimate of probable losses inhenethiei Company’s receivables
portfolio determined on the basis of historical esience, specific allowances for known troubledoacits and other currently available
evidence. The Company has not experienced signtfradit losses from its accounts receivable. Company performs a regular review o
customers’ payment histories
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and associated credit risks and it does not regoitateral from its customers. Certain contracith \dvertising agencies contain sequential
liability provisions whereby the agency does notéhan obligation to pay the Company until paymenteived from the agency’s customers.
In these circumstances, the Company evaluateg ¢ avorthiness of the agency’s customers, intamdio the agency itself. As of

December 31, 2013 and 2012, the Company recordetiaamance for doubtful accounts in the amount&t®and $277, respectively. The
following are changes in the allowance for doub#ttounts during 2013, 2012 and 2011, respectively.

Years Ended December 31

2013 2012 2011
Balances at beginning of period $ 277 $ 19¢ $—
Additions 35¢ 29¢ 28¢
Write-offs (219) (215) (93)
Balances at end of peri $417 $ 277 $19€

From time to time, the Company provides creditsustomers and an allowance is made based on batoredit activity. As of
December 31, 2013 and 2012, the Company recordetiaamance for potential customer credits in theoant of $389 and $452, respectively.

Property and Equipmen

Property and equipment are stated at historicdlless accumulated depreciation and amortizati@pr&ciation and amortization are
computed using the straight-line method over thienaged useful lives of the related assets.

The useful lives of the property and equipmentaaréllows:

Computer equipmet 3 to 5 year:

Office equipment, furniture and fixtur 3to 5 year:

Software 3 years

Leasehold improvemen Shorter of useful life or lease tel

Upon retirement or sale, the cost and related aatated depreciation are removed from the balaneetsdnd the resulting gain or loss is
reflected in operations. Major additions and imgments are capitalized while repairs and mainten#rat do not extend the life of the asset
are charged to operations as incurred. Depreciatioinamortization expense is allocated to both @ostvenues and operating expenses.

Internal Use Software

Costs incurred in the development phase are cagitbhnd amortized over the product’s estimatefLbste, which is three years. The
Company expenses all costs incurred that relgpatining and post implementation phases of devedopnCapitalized costs related to inter
use software under development are treated asrootigh in progress until the program, featurewndtionality is ready for its intended use, at
which time amortization commences. For 2013, 20122011 the Company capitalized $3,216, $1,743 $4n@28 of software development
costs related to software for internal use, respelgt Amortization of software developed for intat use was $1,156, $525, and $456 for 2
2012 and 2011, respectively. As of December 313201 2012 unamortized internal use software deweémt costs totaled $4,236 and
$2,176, respectively. Amortization of internal wsdtware is reflected in cost of revenues. Cosie@ated with minor enhancements and
maintenance are expensed as incurred.
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As of January 1, 2012, the Company revised thenestid useful life of internal use software from tyears to three years based on an
evaluation of the change in use, maintenance grldaement practices of the Company’s internallyedigyed software and the duration over
which the software is expected to be utilized. Ampared to amortization over a two year periodréwvésion resulted in a reduction of the
amortization of internal use software recordeddstof revenues of $303 (or $0.07 per share, lzasiadiluted) during 2012.

Impairment of Lon¢-Lived Assets

The Company evaluates long-lived assets for pakintipairment whenever adverse events or changescmmstances or business
climate indicate that expected undiscounted futash flows related to such long-lived assets mayeasufficient to support the net book
value of such assets. An impairment exists whertaing/ing value of a long-lived asset exceedsaditsvialue. An impairment loss is recognized
only if the carrying value of a long-lived assehis recoverable and exceeds its fair value. Tieyica value of a long-lived asset is not
recoverable if it exceeds the sum of the undisalinash flows expected to result from the use &rdtaal disposition of the asset. There v
no such impairment losses during 2013, 2012 or 2011

Operating Leases

The Company’s operating lease agreements inclumégions for tenant improvement allowances, centait holidays and escalations in
the base price of the rent payment. The Compargrsléénant improvement allowances and amortizebdlance as a reduction to rent expi
over the lease term. The Company records rentdyidnd rent escalations on a straigie-basis over the lease term. Deferred rentdsidec
in accrued payroll and other expenses in the acaogipg consolidated balance sheets.

Freestanding Preferred Stock Warrants

Upon the consummation of the Company’s IPO, freeltey warrants related to the Company’s convertibéferred stock converted into
warrants to purchase common stock. The prefermak starrants were classified as liabilities on @@mpany’s December 31, 2012
consolidated balance sheet. Upon conversion, dhdity recorded for the preferred stock warrantsweclassified to additional paid-in capital.
When classified as liabilities, the preferred stagkrants were subject to reassessment at eaalickatheet date, and any change in fair value
was recognized as a component of other income (g3, net. The Company adjusted the liabilitycftanges in fair value until the preferred
stock warrants were converted into warrants tolpage common stock.

Revenue Recognitio

The Company generates revenues principally fromaiftions to its platform either directly with aeftisers or with advertising
agencies. The Company’s subscription agreemenigesrerally one year or longer in length. The Comgfsagubscription fee under most
contracts is variable based on the value of theriding spend that the Company’s advertisers mattagugh the Company’s platform and is
generally invoiced on a monthly basis. Contracth wirect advertisers and certain contracts witheatising agencies also include a minimum
monthly fee that is payable over the duration ef¢bntract. The Company’s customers do not havegheto take possession of the software
supporting the application service at any time, dwmthe arrangements contain general rights ofmefthe Company commences revenue
recognition for both direct advertisers and adsgerj agencies when all of the following conditi@me met:

e persuasive evidence of an arrangement e
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» the Compan’s platform is made available to the custon
» the fee is fixed or determinable, ai

» collection is reasonably assur

The Company recognizes the minimum fee for botbatiadvertisers and advertising agencies, wherkcapfe, over the duration of the
contract, commencing on the date that the Compaigiiéorm is made available to the customer, predicevenues recognized do not exceed
amounts that are invoiced and due. The variableWbizh is based on a percentage of the valuesativertising spend managed through the
Companys platform, is recognized once the amount is fisedeterminable, which is generally on a monthlgib@aoncurrent with the issuar
of the customer invoice. Signed contracts are asezvidence of an arrangement. The Company assesleesability based on a number of
factors such as past collection history with thstemer and creditworthiness of the customer. Geggreements with advertising agencies als
contain sequential liability provisions, which pide that the agency has no obligation to pay the@uoy until the agency receives payment
from its customers. In these circumstances, theg@mmy evaluates the credit worthiness of the agemystomers, in addition to the agency
itself, to conclude whether or not collectabiligyreasonably assured. If the Company determinésctability is not reasonably assured, the
Company defers the revenue recognition until ctdleitity becomes reasonably assured.

In October 2009, the Financial Accounting Stand&dard (“FASB”) ratified authoritative accountingigance regarding revenue
recognition for arrangements with multiple deliveles effective for fiscal periods beginning on tieaJune 15, 2010. The Company adopted
the new guidance on a prospective basis for fid@all. Professional services and training, when witlithe Company’s platform subscription
services, are accounted for separately when ttasees have standalone value. In determining vergihofessional services and training
services can be accounted for separately from sipliso services, the Company considers the foltmpfiactors: availability of the services
from other vendors; the nature of the servicesgtmeendence of the subscription services on themes’'s decision to buy the professional
services; and whether the Company sells the Com@anipscription services without professional segsi If the deliverables have stand-alon
value, the Company accounts for each deliveralgaragéely and revenues are recognized for the régpeateliverables as they are delivered. If
one or more of the deliverables do not have stémkavalue, the deliverables that do not have stdode value are combined with the final
deliverables within the arrangement and treatea single unit of accounting. Revenues for arrangesigeated as a single unit of accounting
are recognized over the period of the contract cenuimg upon delivery of the final deliverable. Addecember 31, 2013, the Company did
not have stand-alone value for the professionaises and training services. This is because thepgamy includes professional services and
training services with the Company’s subscriptiervies and those services are not available fritn@rovendors.

Cost of Revenues

Cost of revenues primarily consists of costs relabehosting the Company’s cloud-based platforrayjoling implementation and
ongoing customer support, data communications esgsrsalaries and benefits of operations and stippsonnel, software license fees,
allocated overhead, amortization expense assoacithaapitalized internal use software and propartd equipment depreciation.

Stock-Based Compensation

Stock-based compensation is measured at granbdaggl on the fair value of the award and is exfkose straight-line basis over the
requisite service period.
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Fair values of share-based payment awards arentiatat on the date of grant using an option-pricirggel. The Company has selected
the Black-Scholes option pricing model to estinthtefair value of its stock options awards to engplss and non-employees. In applying the
Black-Scholes option pricing model, the Companytedmination of the fair value of the share-basgghpent award on the date of grant is
affected by the Company’s estimated fair value ofm@on Stock, as well as assumptions regarding daunf subjective variables. These
variables include, but are not limited to, the Camygs expected stock price volatility over the tesfithe stock options and the optionholders’
actual and projected stock option exercise and/psting employment termination behaviors.

For awards with graded vesting, the Company re@egrstock-based compensation expense over thesitecgérvice period using the
straight-line method, based on awards ultimatepyeeted to vest. The Company estimates future tarés at the date of grant and revises the
estimates, if necessary, in subsequent perioadutbforfeitures differ from those estimates.

Stock options issued to non-employees such as ttantsiare recorded at their fair value on the mesasent date. The measurement of
stock-based compensation is subject to periodigsatient as the underlying equity instruments v, fair value of options granted to
consultants is expensed when vested. The non-eepktpck-based compensation expense was not &iedd periods presented.

See Note 9 for further information.

Research and Developme

Research and development costs are expensed adhaxcept for certain internal use software tgment costs, which may be
capitalized as noted above. Research and develdmosts include salaries, stock-based compensexipense, benefits and other operating
costs such as outside services, supplies and stboaerhead costs.

Advertising

Advertising costs are expensed as incurred andded in sales and marketing expense in the accorimgaoonsolidated statements of
operations. Advertising expense totaled $785, $688,$359 for 2013, 2012 and 2011, respectively.

Foreign Currency Transactions and Remeasurement

For non-U.S. subsidiaries whose functional curréadie U.S. Dollar, transactions in foreign cugies are remeasured into U.S. Dollars
at the rates of exchange in effect at the datbefransaction. Monetary assets and liabilitieodenated in non-U.S. currencies are re-
measured to U.S. dollars using current exchangs iateffect at the balance sheet date. Nonmonasssts and liabilities are re-measured to
U.S. dollars using historical exchange rates. Odlsepunts are re-measured to U.S. dollars usingigeeexchange rates in effect during each
period. Transaction gains and losses were not rabfer all periods presented and are includedtirenincome (expenses), net, in the
accompanying consolidated statements of operations.

Income Taxes

The Company accounts for income taxes using thet assl liability method. Under this method, defdri@x assets and liabilities are
determined based on differences between the finbsi@itement and tax basis of
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assets and liabilities and net operating loss aaditccarryforwards using enacted tax rates inotfier the year in which the differences are
expected to reverse. Valuation allowances are kestield when necessary to reduce deferred tax asséits amounts expected to be realized.

The Company accounts for unrecognized tax bengsitsy a more-likely-than-not threshold for financttement recognition and
measurement of tax positions taken or expecteeé taken in a tax return. The Company establishiebitity for tax-related uncertainties bas
on estimates of whether, and the extent to whidtit@nal taxes will be due. The Company recordinaome tax liability, if any, for the
difference between the benefit recognized and nredsand the tax position taken or expected to kentan the Company’s tax returns. To the
extent that the assessment of such tax positicasgels, the change in estimate is recorded in thedo@ which the determination is made. -
liability is adjusted in light of changing factsdanircumstances, such as the outcome of a tax. duditprovision for income taxes includes the
impact of liability provisions and changes to ttability that are considered appropriate. The Comyp&cognizes interest and penalties relatec
to unrecognized tax benefits as income tax expéksehe Company maintained a full valuation alloasagainst its deferred tax assets in the
United States, the adjustments resulted in no iaddittax expense in 2013. Based on the Compasgessment of many factors, the Compan
does not expect that changes in the liability foregognized tax benefits for the next twelve monthishave a significant impact on the
Company’s consolidated financial position or resolt operations.

Recent Accounting Pronouncemen

In July 2013, the Financial Accounting StandardalqFASB) issued a new accounting standard upmtatbe financial statement
presentation of unrecognized tax benefits. The geidance provides that a liability related to anawognized tax benefit would be presented
as a reduction of a deferred tax asset for a neiatipg loss carryforward, a similar tax loss daacredit carryforward if such settlement is
required or expected in the event the uncertaimptesition is disallowed. The new guidance beconffestve for the Company on January 1,
2014 and it will be applied prospectively to unmgeized tax benefits that exist at the effectiveedaith retrospective application permitted.
Company is currently assessing the impact of thig guidance.

3. Balance Sheet Components
The following table shows the components of prgpartd equipment as of December 31, 2013 and 2012:

December 31

2013 2012

Computer equipment $ 16,31 $ 8,95¢
Software 7,69( 4,26¢
Office equipmen 571 457
Furniture, fixtures and leasehold improveme 1,861 1,742
26,43¢ 15,42¢

Less: Accumulated depreciation and amortiza (12,019 (6,207
$ 14,41 $ 9,224

Depreciation and amortization expense for 201322401d 2011 was $5,878, $3,167, and $1,800, respbcti
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The following table shows the components of acciedoll and other expenses as of December 31, 20d2012:

December 31

2013 2012
Accrued salary and payroll related expenses $ 6,67¢ $4,771
Accrued accounts payat 2,77: 3,88
Income tax payabl 434 10¢
Sales and use tax paya 46€ 36&
Other 602 534
$10,95( $9,661

4. Fair Value Measurements

Account balances measured at fair value on a riegubasis include the following as of DecemberZ113 and 2012:

December 30

2013 2012
Level 1 Level 2 Level & Level 1 Level z Level &
Cash equivalents
Money market fund $98,98° $ — $— $19,93( $ — $—
Long-term liabilities
Preferred stock warrant obligatir — — — — — 507

The following table presents the changes in théepred stock warrant obligation measured and reambat fair value on a recurring ba:
using significant unobservable inputs (Level 3)idgr2013, 2012 and 2011:

Years Ended December 31

2013 2012 2011
Balances at beginning of period $ 507 $14¢ $ 72
Change in unrealized loss included in earn 23¢ 362 73
Conversion to common stock warri (745) — —
Balances at end of peric $— $507 $14E

The Company’s cash equivalents as of December®R and 2012 consisted of money market funds witfiral maturity dates of less
than three months from the date of their respegivehase. Cash equivalents are classified as levidie fair value of the Company’s money
market funds approximated amortized cost and, &s, $here were no unrealized gains or losses oreynorarket funds as of December 31,
2013 and 2012. As of December 31, 2013 and 201@uats of $5,420 and $11,610, respectively, werd meebank deposits.

5. Debt

In connection with a Loan and Security Agreemen¢rad into with Silicon Valley Bank in 2008, the i@pany issued a warrant to
purchase 51 shares of Series B preferred stocR. @563 per share. This warrant was to expire oitatiee date of October 30, 2018, or five
years from the closing of the Comp/s initial public offering. The fair value of theasrant was estimated at an aggregate of $72 useng t
Black-Scholes valuation
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model with the following assumptions: expected tititg of 53%, risk free interest rate of 4.85% pexcted life of 10 years and no dividends.
The fair value of the warrant was recorded as eodist to the loan and was amortized to interesersp over the loan term.

In January 2010, the Company signed an amendmdéimé tooan and Security Agreement, which providedafeevolving credit facility
(the “Revolving Credit Facility”). In January 201the Company entered into an amendment to the RiegoCredit Facility pursuant to which
Silicon Valley Bank agreed to extend an equipmerface facility of $2,000 (the “Equipment Advanahity”). The Equipment Advance
Facility may only be used to finance the purchdssgqoipment, accrues interest at a fixed per anratenof 5.5%, will be repayable in 36
consecutive monthly installments of principal antkiest and will expire on December 1, 2014. Indddoer 2011, the Company entered into
another amendment to its existing Revolving CrEditility pursuant to which Silicon Valley Bank agdeto extend an additional equipment
advance facility of $2,000 (the “Additional EquipmieAdvance Facility”). The Additional Equipment Aalvce Facility may only be used to
finance the purchase of equipment. The Additiorguliement Advance Facility accrues interest at adiper annum rate of 5.5% and will be
repayable in 36 consecutive monthly installmentgrafcipal and interest. The additional equipmehtaace facility expires September 1, 2(
As of December 31, 2013, the Company had withdrdaerfull amount available under the Additional Hiuent Advance Facility. In
connection with the amendment, the Company issweareant to Silicon Valley Bank to purchase 37 skasf common stock at $2.70 per
share. This warrant would expire on November 3@,120he fair value of the warrant was estimateahnaaggregate of $139 using the Black-
Scholes valuation model with the following assumipsi: expected volatility of 57%; risk-free intereste of 2.1%; expected life of 10 years;
and no dividends. The fair value of the warrant vea®rded as a discount to the loan and was aradrtzinterest expense over the loan term.

In December 2012, the Company entered into an amento its existing Revolving Credit Facility aBdquipment Advance Facility
pursuant to which Silicon Valley Bank agreed tceext an additional equipment advance facility oD$8, (the “Supplemental Equipment
Advance”). The Supplemental Equipment Advance may be used to finance the purchase of equipmére.Supplemental Equipment
Advance accrues interest at a fixed per annumofa@e0% and will be repayable in 33 consecutive thigrinstallments of principal and
interest. The Supplemental Equipment Advance egitarch 1, 2016. As of December 31, 2013, the Campad withdrawn the full amount
available under the Supplemental Equipment Advaimceonnection with the amendment, the Companyedsuwarrant to Silicon Valley Ba
to purchase 27 shares of common stock at $12.18haee. This warrant was to expire in December 2022

The fair value of the warrant was estimated atggregate of $213 using the Black-Scholes valuatiodel with the following
assumptions: expected volatility of 57%; risk-fieeerest rate of 1.65%; expected life of 10 years] no dividends. The fair value of the
warrant was recorded as a discount to the Revolirglit Facility and will be amortized to interesipense over the facility term. Together
with the Series B convertible preferred stock watreend the common stock warrants issued, a totd261, $159, and $56 was recognized as
interest expense for 2013, 2012 and 2012, resmdgtias a result of the amortization of the loastdunts. In May 2013, Silicon Valley Bank
exercised the preferred stock warrant and comnaok starrants using the cashless exercise feasalting in the net issuance of 68 share
common stock.

In September 2013, the Company entered into an éimemt to the Revolving Credit Facility pursuantioich Silicon Valley Bank
agreed to increase the Revolving Credit Facilitthlesser of $15,000 or 80% of the Company’st#égaccounts receivable. Also, the
expiration date of the Revolving Credit Facility svextended to July 31, 2015 and the annual inteséstvas amended to 0.25% over the P
Rate, payable on a monthly basis. Additionally, @mmpany’s obligation to meet certain financial @oants will be waived when the
Company’s unrestricted cash balance exceeds $506308f December 31, 2013, $12.0 million was
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available for withdrawal under the Revolving Crdelitcility. The Revolving Credit Facility and Equipmt Advance Facilities are all
collateralized with all of the personal propertytled Company, excluding shares of controlled faragrporations, patents and copyrights.

In February 2013, the Company entered into a ddpaae arrangement with an equipment manufactarinance the acquisition of
computer equipment. The lease has an effectivesistteate of 6.0% and is repayable in 36 consee@tiyual monthly installments of principal
and interest. At the end of the lease period, thm@any has the option to purchase the equipmeheastimated fair market value. As of
December 31, 2013, the net book value of the egaiipmnder the capital lease was $2,495 and theimergarincipal balance payable was
$2,876. The capital lease is collateralized byuhéerlying computer equipment.

The Company’s outstanding balances under the Renp@redit Facility, the Equipment Advance Fadégtiand the capital lease as of
December 31, 2013 and 2012 are as follows:

December 31

2013 2012
Capital lease $2,59¢ $ —
Revolving Credit Facility — 7,22¢
Equipment Advance Facilitie 3,771 3,97(

6,36¢ 11,19¢
Discount on lon-term debt (159 (380
$6,21¢ $10,81¢
The maturities of debt as of December 31, 201&arf®llows:
Years Ending
2014 $ 3,25¢
2015 2,46¢
2016 652
6,36¢
Less:
Current portior (3,259
Discount on lon-term debt (159
Noncurrent portion of det $ 2,962

Outstanding warrants to purchase the Company’'&S&ripreferred stock were classified as liabilitidgch were adjusted to fair value at
each reporting period until the earlier of theiemise or expiration on the later date of Octolier2®18 or five years from the closing of the
Company’s initial public offering, or the complatiof a liquidation event, including the completiminan initial public offering, at which time
the preferred stock warrant liability was automalticconverted into a warrant to purchase share®wfmon stock and was reclassified to
stockholders’ equity (deficit). The Company recatdeloss of $238, $362, and $73 for 2013, 2012281d, respectively, within other income
(expenses), net to adjust the warrant liabilityaio value. The fair values were determined usiegdl 3 inputs under the GAAP fair value
hierarchy.
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6. Convertible Preferred Stock

Immediately prior to the close of the Company’s JR@ Company’s outstanding convertible prefertedis(“Series A Stock”, “Series
A-1 Stock”, “Series B Stock”, “Series C Stock”, 18 D Stock,” “Series E Stock,” “Series F Stockitd'Series F-1 Stock”) automatically
converted at a rate of 1:1 into common stock. Tlewing table summarizes information related te @ompany’s convertible preferred stock
prior to conversion into common stock:

Proceeds

Liquidation Net of
Shares Shares Issuance

Authorized Outstanding Amount Cost
Series A 2,00¢ 2,00¢ $ 2,24¢ $ 2,20¢
Series /-1 1,40(C 1,40C 2,32¢ 2,27:
Series E 2,67% 2,622 7,22 7,14¢
Series C 4,67: 4,67: 12,99¢ 12,91t
Series C 2,02z 2,02z 11,19: 11,03¢
Series E 1,744 1,744 16,03¢ 15,93
Series F 2,80¢ 2,80¢ 34,48¢ 34,29¢
Series -1 1,47¢ 1,47¢ 20,00( 19,90:
18,80: 18,75: $ 106,51 $105,71(

Dividends

No dividends on the convertible preferred stockendclared by the Board of Directors from inceptimmough their conversion into
common stock.

Issuance of Preferred Stoc

Concurrent with primary issuance of Series F Sinckanuary 2012, the Company also entered int@eseaent with certain executives
of the company to repurchase certain common steltklhy them, whereby the Company repurchased 3&%&stof their common stock in the
Company at the Series F preferred stock issuance pi $12.30 per share for an aggregate pricel@f8B. At the date of the repurchase, the
aggregate estimated fair value of the repurchasedrmon stock was $1,898. As a result of this arravegg, the Company recorded stdwksec
compensation expense of $2,590 during 2012. Ofatimsunt, $364, $317 and $1,909 were recorded as aall marketing, research and
development and general and administrative experssgsectively, in the accompanying statement offpehensive loss for the year ended
December 31, 2012.

7. Common Stock

On February 12, 2013, the Company’s Board of Dinecapproved a Restated Certificate of Incorponatichich became effective upon
the consummation of the Company’s initial publitedihg. The Restated Certificate of Incorporatiomemds the authorized share capital to
500,000 shares of common stock ($0.001 par valust@ge) and 10,000 shares of blank-check prefetcek ($0.001 par value per share).
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As of December 31, 2013 and 2012, reserved shasamon stock are as follows:

December 31

2013 2012
Common stock issuable upon exercise of warrants — 114
Options available for future grant under stock aptplans 4,58¢ 724
Options outstanding under stock option pl 4,85¢ 4,31¢
Shares available for future issuance under E 854 —
Conversion of convertible preferred stc — 18,80¢

10,29¢ 23,95¢

During 2012, the Company entered into common spackhase agreements (“CSPAS”) with two memberbh®Board of Directors. In
connection with the CSPAs, the Company sold 84eshaf common stock for a cumulative purchase @fc500. The underlying shares vest
ratably on a monthly basis over 24 months. The GSiRélude a repurchase feature which provides tvagany the option, but not the
obligation, to repurchase any unvested shares tgvorination at the original purchase price. As ecBmber 31, 2013, 11 common shares
issued under the CSPAs were unvested.

8. Equity Award Plans

In April 2006, the Company’s Board of Directors pted and the stockholders approved the 2006 Stptio®Plan (“2006 Plan”). The
2006 Plan provides for the grant of incentive stoptions under the federal tax laws and nonstatigtarck options. Only employees may
receive incentive stock options, but nonstatutéogls options may be granted to employees, nonempldjrectors and consultants. The stock
options are exercisable at a price equal to thé&ehaalue of the underlying shares of common stotkhe date of the grant as determined by
the Company’s board of directors. The term of amigranted under the 2006 Plan may not exceedetans.yCertain options are eligible for
exercise prior to vesting. Exercised but unveskedes are subject to repurchase by the Compahg atitial exercise price upon terminatior
the optionee. The proceeds from the shares subjeepurchase are classified as a liability anthesified to equity as the shares vest. Under
the 2006 Plan’s early exercise feature, the Compaany have had the opportunity to repurchase 18@addshares as of December 31, 2013
and 2012, respectively. The Company records castived from the exercise of unvested stock optamna long-term liability. As of
December 31, 2013 and 2012, $1,215 and $1,33%cteply, has been recorded as a long-term lighlit the condensed consolidated balanc
sheets.

In February 2013, the Company’s Board of Directdepted and stockholders approved the 2013 Equignttive Plan (2013 Plan”),
under which 4,500 shares have been reserved fariss. Additionally, all reserved and unissuedeshander the 2006 Plan at the time the
2013 Plan became effective are eligible for isseamer the 2013 Plan. The 2013 Plan became effeati March 21, 2013, at which time the
Company ceased to grant equity awards under th@ R@h. The 2013 Equity Incentive Plan authoribesaward of stock options, restricted
stock awards, stock appreciation rights, restristedk units, performance awards and stock bortosie® Company’s employees, directors,
consultants, independent contractors and advi€orslanuary 1 of each of the first 10 calendar ydamigh 2023, the number of shares
reserved under the 2013 Plan will automaticallyease by an amount equal to 5% of the total oulsigrshares as of the immediately
preceding December 31, or such lesser number oéslas determined by the Company’s Board of Dirscto

Under the 2006 Plan and the 2013 Plan, the teroptidns granted may not exceed ten years. Unlestetins of an optionee’s stock
option agreement provide otherwise, if an optioaaervice relationship with the

F-18



Table of Contents
Index to Financial Statements

Marin Software Incorporated
Notes to Consolidated Financial Statements
(dollars and share numbers in thousands, exceptspare data)

Company, or any of its affiliates, ceases for aaspn other than disability or death, the optianag exercise the vested portion of any opt
for three months after the date of such terminatioan optionee’s service relationship with then@any, or any of its affiliates, ceases due to
disability or death (or an optionee dies withineatain period following cessation of service), tpgionee or a beneficiary may exercise any
vested options for a period of 12 months. In nangvaowever, may an option be exercised beyonaxpéation of its term.

A summary of activity under the 2006 Plan and th&2Plan is as follows:

Options Outstanding

Weighted
Average
Weighted Remaining
Contractual Aggregate
Number of Average
Exercise Term Intrinsic
Shares Price (in Years) Value
Balances at December 31, 201 2,48¢ $ 1.1¢ 5.5¢ $ 3,17/
Options grante: 1,39¢ 2.52 7.2%
Options exercise (607) 1.31 —
Options forfeited and cancells (279 1.6F —
Balances at December 31, 201 3,00 1.71 6.2% $10,57¢
Options grante: 2,04¢ 7.4¢ 8.3¢
Options exercise (51¢) 3.2% —
Options forfeited and cancells (219 3.6¢€ —
Balances at December 31, 201 4,31¢ 4.17 7.11 $34,43¢
Options grante: 1,59¢ 11.9¢ 9.2¢
Options exercise (61¢) 2.4: —
Options forfeited and cancells (43%) 8.6( —
Balances at December 31, 201 4,85¢ $ 6.5¢ 7.8t $20,59:
Options exercisable as of December 31, Z 4,067 $ 5.7¢ 7.5¢ $19,97¢
Options vested as of December 31, 2 2,19¢ $ 3.32 6.7¢ $15,32;
Options vested and expected to vest as of Deceg&iher
2013 4,637 $ 6.4C 7.8C $20,27¢

The intrinsic value of options exercised during 204012 and 2011 was $5,693, $2,266, and $545¢cctsply. The total estimated fair
value of options vested during 2013, 2011 and 2042 $3,110, $1,572, and $559, respectively.
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The following table summarizes information abowrels subject to stock options outstanding as oébéer 31, 2013:

Options Outstanding

Weighted

Average

Remaining

Number Contractual
Range of Exercise Price Outstanding Life (in years)
$0.14- $0.82 67€ 4.8¢
$2.39- $2.70 1,24t 7.07
$5.20- $7.55 1,381 8.4(
$9.61- $11.82 338 9.61
$12.12-$14.18 1,22( 9.11

4,85¢

In February 2013, the Company’s Board of Directord stockholders approved the 2013 Employee StoakhBse Plan (2013 ESPP”),
under which 1,000 shares have been reserved fariss. The 2013 ESPP became effective on March@3. The 2013 ESPP provides
generally for six-month purchase periods and threlmse price for shares of stock purchased unde2Gh3 Employee Stock Purchase Plan
will be 85% of the lesser of the fair market vabfeghe common stock on (i) the first trading daytid applicable offering period and (ii) the
last trading day of each purchase period in thdicgipe offering period. On January 1 of each @ffiinst 10 calendar years following the first
offering date, the number of shares reserved uth@ée?013 Employee Stock Purchase Plan will autarallfiincrease by an amount equal to
1% of the total outstanding shares as of immedigtetceding December 31, but not to exceed 70@&shanless the Board of Directors, in its
discretion, determines to make a smaller incredaseng 2013, 146 shares were issued under the ESE3P.

9. Stock-Based Compensation

For stock options and offerings under the 2013 E§RRted by the Company, stock-based compensatitricmeasured at grant date
based on the fair value of the award and is expmeosger the requisite service period. The Compangnded stock-based compensation of
$5,218, $4,948, and $697 for 2013, 2012 and 2@&kherctively.

The Company uses the Black-Scholes option pricingehto estimate the fair value of options. Thisdelaequires the input of highly
subjective assumptions including the expected tdrthe option, expected stock price volatility apected forfeitures. The Company uset
following assumptions:

Years Ended December 31

2013 2012 2011
Dividend yield — — —
Expected volatility 55.(% 57.(% 56.7%
Risk-free interest rat 1.27% 0.95% 2.02%
Expected life of options (in year 6.2t 6.2t 6.2t
Forfeiture rate 3.2%-— 3.0%—
7.C% 7.C% 8.C%
Weightec-average gra-date fair value $ 6.41 $ 4.37 $ 1.61
Weighte-average gra-date exercise pric $11.9¢ $ 7.4 $ 2.5¢
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As the Company has limited historical option exsgdiata, the expected term of the stock optiongtgglao employees under the 2006
Plan was calculated based on the simplified metboder the simplified method, the expected teregjisal to the average of an option’s
weighted-average vesting period and its contradared. Pursuant to the Securities and Exchange Gssion (“SEC”) Staff Accounting
Bulletin (“SAB”) No. 110, the Company is permittemlcontinue using the simplified method until sciffint information regarding exercise
behavior, such as historical exercise data or éseinformation from external sources, becomeslaiai. The Company estimates the expe
volatility of its common stock on the date of gréased on the historical stock volatilities of $anpublicly-traded entities over a period equal
to the expected terms of the options, as the Coyngaes not have sufficient trading history to use\olatility of its own common stock. The
Company has no history or expectation of payindy cigidends on its common stock. The risk-freereserate is based on the U.S. Treasury
yield for a term consistent with the expected tiféhe options in effect at the time of gra

Cash proceeds from the exercise of stock optiome %&,541, $1,624, and $791 during 2013, 2012 &id Xespectively.

Compensation expense is recognized ratably oveaetgsite service period. As of December 31, 2813 2012, there was $11,597 and
$8,563, respectively, of unrecognized compensatimh related to options, which is expected to lbegrized over a weighted-average period
of 2.7 and 2.9 years, respectively.

Prior to the consummation of the IPO, given thé& laican active public market for the Company’s tartising Common and preferred
stock, the Company’s Board of Directors establishie@stimate of fair value for these securitiewalt as for options and warrants to purchase
these securities. The fair value of the Compamgmmon stock as used in the determination oéxleecise price of stock options was estim.
by the Board of Directors based on factors sudheasiquidation preference, dividends and othentsgf the outstanding preferred stock;
recent financial and operating performance; theustaf the Company’s development and sales effat®nue growth and additional
objectives; the likelihood and proximity of an ialtpublic offering; and the valuation of compamlbmpanies that are publicly traded.

For awards that are expected to result in a taxctesh, a deferred tax asset is established aSdngpany recognizes compensation
expense. If the tax deduction exceeds the cumelatigorded compensation expense, the tax bensfitiased with the excess deduction is
considered a windfall benefit. The excess tax kefrem share compensation plans is recorded intiathdl paid-in capital and classified as a
financing cash flow on the consolidated statemehtash flows. The Company has elected to useviiite ‘and without” approach as describec
in ASC 740-20, “Intraperiod Tax Allocation,” in dgmining the order in which tax attributes areizgitl. As a result, the Company will only
recognize a tax benefit from stock-based awardslditional paid-in capital if an incremental taxnbét is realized after all other tax attributes
currently available to the Company have been etiliz

Employee Stock Purchase Pl:

The Company estimates the fair value of purchagegiunder the ESPP using the Black-Scholes valuatiodel. The fair value of each
purchase right under the ESPP was estimated afatieeof grant using the Black-Scholes option vaduatodel and the straight-line
attribution approach with the following assumptions

Dividend yield —

Expected volatility 51%— 56%
Risk-free interest rat 0.81%— 1.64%
Expected life of options (in year 0.50- 0.6¢
Forfeiture rate 7.0%
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10. Income Taxes

The components of the Company’s loss before prawi&r income taxes were as follows:

Years Ended December 31

2013 2012 2011
United States of America $(24,19)) $(27,427) $(17,79)
Internationa (11,167 1,162 507

$(35,360) $(26,267) $(17,289)

The components of the provision for income taxeseves follows:

Years Ended December 31

2013 2012 2011
Current income tax provisic
Federa $— $ — $—
State 26 19 8
Foreign 557 31C 131
Total current income tax provisic 583 32¢ 13¢
Deferred income tax provision (bene
Federa — — —
State — — —
Foreign (92) (10¢) —
Total deferred income tax provision (bene (92) (108 —
Provision for income taxe $492 $ 221 $13¢

The Company has incurred operating losses andelcasded a full valuation allowance against its defitax assets (except for the
deferred tax assets associated with the Compaunpsdiary in the United Kingdom) for all periodsdate and, accordingly, has not recorded
provision for income taxes for any of the periodssented other than provisions for foreign ancestatome taxes.

The differences in the total provision for incorages that would result from applying the 34% felstatutory rate to loss before
provision for income taxes and the reported prowvigor income taxes were as follows:

Years Ended December 31

2013 2012 2011
Tax benefit at U.S. statutory rate $(12,027) $(8,929) $(5,877)
State income taxes, net of federal ber 19 19 8
Foreign income and withholding tax 4,38z (189) (42)
Stoclk-based compensatic 863 45¢ 171
Change in valuation allowan 4,43 9,08 5,83¢
Research and development cre (77€) (823 —
Uncertain tax position 1,49¢ — —
Provision to return adjustmer 1,89¢ 32¢ —
Other 19€ 27C 39
$ 49z $ 221 $ 13¢
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Major components of the Company’s deferred taxtasseof December 31, 2013 and 2012 are as follows:

December 31

2013 2012
Current
Accruals and reserve $ 1,81¢ $ 1,50¢
Stoclk-based compensatic 151 64
Other (64 41
Current deferred tax asst 1,90¢ 1,61¢
Valuation allowanct (1,859 (1,57¢)
Total current deferred tax asset, net of valuadiblmwance 50 36
Noncurrent
Net operating los 27,35¢ 25,90!
Accruals and reserve 14¢ 81
Research and development cre 3,391 1,622
Stocl-based compensatic 452 192
Property and equipme 914 552
Other 94 —
Noncurrent deferred tax ass 32,35t 28,34¢
Valuation allowanct (32,209 (28,276
Total nor-current deferred tax asset, net of valuation allose $ 15C $ 72

As a result of certain realization requirementa@founting guidance for stock compensation, thie tabdeferred tax assets and liabilil
shown above does not include certain deferredg¢agta at December 31, 2013, and 2012 that arasgigifrom tax deductions related to
equity compensation in excess of compensation rezed for financial reporting. Additional paid-iaital will be increased by $1,204 if and
when such benefits are ultimately realized andcedaxes payable.

The Code, as amended, imposes restrictions ortittmation of net operating losses in the evenaof‘ownership change” of a
corporation. Accordingly, a comparsyability to use net operating losses may be linéte prescribed under Internal Revenue Code Se®8i
(“IRC Section 382"). Events which may cause limdas in the amount of the net operating lossesttteeCompany may use in any one year
include, but are not limited to, a cumulative ovsigp change of more than 50% over a three-yeaogedtilization of the federal and state net
operating losses may be subject to substantialetimitation due to the ownership change limitasgrovided by the IRC Section 382 and
similar state provisions. An analysis was condutiedugh December 31, 2013 to determine whethemarership change had occurred since
inception. The analysis indicated that becausenaresship change occurred in a prior year, federdlsiate net operating losses of $184 and
$214, respectively, were significantly limited puasit to IRC Section 382. In the event the Compasydubsequent changes in ownership, ne
operating losses and research and development cegdiovers could be further limited and may espinutilized.

As of December 31, 2013, the Company had fededhktate net operating loss carryforwards of appnakely $77,156 and $66,666,
respectively. The federal net operating loss carwyérd will begin expiring in 2026 and the staté ogerating loss carryforward will begin
expiring in 2016. As of December 31, 2013, the
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Company had federal and state research and devetdpredits of approximately $2,816 and $2,41&§ee8vely. The federal research and
development credits will begin expiring in 2026 €T$tate research and development credits are mently subject to expiration. On
January 2, 2013, the American Taxpayer Relief A&Q012 was signed into law. As part of the act,rgmearch and development credit was
retroactively extended. Accordingly, the Company it record a federal research and developmedit ¢oe 2012. While the applicable cre
for 2012 was considered in 2013, no financial sta&tet benefit was recorded as the Company appli@tuation allowance against the credit
generated.

The Company has recorded a full valuation allowaaganst its otherwise recognizable deferred inctaressets as of December 31,
2013 and 2012 (except for the deferred income $arta associated with the Company’s subsidiatyarunited Kingdom). The Company has
determined, after evaluating all positive and niegatistorical and prospective evidence, that inzre likely than not that the deferred tax
assets will not be realized. The valuation alloveamcreased by $4,205, $10,951, and $6,840 dunegé¢ars ended December 31, 2013, 201
and 2011, respectively.

The Company files U.S. state and foreign incomee#xrns in jurisdictions with varying statutesliafitations. In the normal course of
business, the Company is subject to examinatiaaking authorities throughout the world. These tuidiclude questioning the timing and
amount of deduction, the nexus of income amongpuartax jurisdictions and compliance with stateal@and foreign tax laws. The Company
is not currently under any examination by the Wi8te or foreign tax authorities. Because of nerajing loss and credit carry forwards, all of
the Company'’s tax years dating to inception in 2f#¥ain open to examination.

As of December 31, 2013 and 2012, the Company alithawe any unrecognized tax benefits that if recegl would impact the annual
effective tax rate. During 2013, 2012 and 2011,Gbenpany did not recognize any interest or persaltdated to unrecognized tax benefits.
aggregate changes in the balance of gross unremajtax benefits were as follows:

Beginning balance as of January 1, 2 $ 50¢
Increase in balances related to tax positions takeimg the current peric 58C
Ending balance as of December 31, 2 $1,08¢

The Company does not anticipate that the amounhifcognized tax benefits relating to tax positiexisting at December 31, 2013 will
significantly increase or decrease within the riesgive months.

U.S. income taxes and foreign withholding taxe®eissed with the repatriation of earnings of foregubsidiaries were not provided for
on a cumulative total of $1,184 of undistributednéags for certain foreign subsidiaries as of Deben81, 2013. The Company intends to
reinvest these earnings indefinitely in its foregybsidiaries. If these earnings were distributetth¢ United States in the form of dividends or
otherwise, or if the shares of the relevant foresighsidiaries were sold or otherwise transferitegl Gompany would be subject to additional
U.S. income taxes (subject to an adjustment fa@ifortax credits) and foreign withholding taxestédmination of the amount of unrecognized
deferred income tax liability related to these @ags is not practicable.

11. Net Loss Per Share Available to Common Stockhasrs

Basic net loss per share available to common stddkbs is calculated by dividing the net loss afa# to common stockholders by the
weighted-average number of shares of common stotstanding for the period.
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Net loss available to common stockholders is cateal using the two class method as net loss legsrétierred stock dividend for the per

less the amount of net loss, if any, allocatedhéopreferred stock based on weighted preferred stotstanding during the period relative to
total stock outstanding during the period. As tlwnPany’s convertible preferred stockholders dohaste the contractual obligations to share
in the losses of the Company, no loss has beecaddid to the convertible preferred stockholdethiéendetermination of net loss available to
common stockholders. The weighted-average numbshares of common stock used to calculate the Coyghasic net loss per share
available to common stockholders excludes thoseestsubject to repurchase related to unvested consimares and stock options that were
exercised prior to vesting as these shares ardaaohed to be outstanding for accounting purposgistiiey vest. The diluted net loss per share
of common stock is computed by dividing the neslosing the weighted-average number of sharesmfram stock, excluding common stock
subject to repurchase, and, if dilutive, poterglzres of common stock outstanding during the geRotential shares of common stock consis
of common stock subject to repurchase and stodkmmpto purchase common stock and warrants to paechonvertible preferred stock (using
the treasury stock method) and the conversionebmpany’s convertible preferred stock (using‘theonverted” method).

The following table presents the calculation ofibasid diluted net loss per share:

Years Ended December 31

2013 2012 2011

Numerator:

Net loss available to common stockhold $(35,857) $(26,48:) $(17,429)
Denominator:

Weighted average number of shares, basic and d 26,312 4,41 4,05¢
Net loss per share available to common stockholders

Basic and diluted net loss per common share avaitab

common stockholdel $ (1.36 $ (6.00 $ (4.29

The following table presents the potential commioares outstanding that were excluded from the coatipn of diluted net loss per
share available to common stockholders for theopsrpresented because including them would have &edilutive:

Years Ended
December 31

2013 2012 2011
Convertible preferred stock — 18,75 14,47(
Options to purchase common stc 4,85k 4,31« 3,00(
Common stock subject to repurchi 18C 284 291
Convertible preferred stock warrai — 51 51
Common stock warran — 63 37

5,03¢ 23,46¢ 17,84¢
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12. Segment Reporting

The Company defines the term “chief operating degimaker” to be the Chief Executive Officer. Thei€ Executive Officer reviews
the financial information presented on a consotiddiasis for purposes of allocating resources aaltliation of financial performance.
Accordingly, the Company has determined that itrafes as a single operating segment.

Revenues by geographic area, based on the bitlcagibn of the customer, were as follows:

Years Ended December 31

2013 2012 2011

United States of America $52,72¢ $43,42¢ $26,67:

Internationa 24,59( 16,12¢ 9,44¢
Total revenues, nt $77,31¢ $59,55¢ $36,12:

Long-lived assets by geographic area were as fstlow

December 31

2013 2012
United States of America $14,05( $8,83¢
Internationa 367 38t
Total lon¢-lived assets, ne $14,41° $9,22¢

13. Commitments and Contingencies
Operating Leases

Rent expense for 2013, 2012 and 2011 was $6,8174$4and $2,373, respectively.

The Company has leased office space in San Frandieadon, Austin, Texas, Chicago, Dublin, HambWMguntain View, California,
New York, Paris, Portland, Oregon, Singapore, Sydiiekyo and Shanghai under noncancelable operbtagges, which expire between 2(
and 2018. Additionally, the Company leases thespiditized for data center operations.

Future minimum lease payments for significant opegdeases as of December 31, 2013 were as fallows

Years Ended

2014 $5,69(
2015 2,27(
2016 717
2017 73t
2018 124

$9,53¢

Legal Matters

From time to time, the Company may be involvedawsuits, claims, investigations and proceedingssisting of intellectual property,
commercial, employment and other matters, whickean the ordinary course
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of business. In accordance with GAAP, the Compaueprds a liability when it is both probable thdidility has been incurred and the amc
of the loss can be reasonably estimated. Theséspns are reviewed at least quarterly and adjustedflect the impact of negotiations,
settlements, ruling, advice of legal counsel amoinformation and events pertaining to a paréicehse. Litigation is inherently
unpredictable. If any unfavorable ruling were t@wrcin any specific period or if a loss becomedptile and estimable, there exists the
possibility of a material adverse impact on the @any’s results of operations, financial positiorcash flows.

Indemnification

The Company enters into standard indemnificatice@ments in the ordinary course of business. Potsadhe agreements, each party
may indemnify, defend and hold the other party Hesswith respect to such claim, suit or proceetimyight against it by a third party
alleging that the indemnifying party’s intellectyabperty infringes upon the intellectual propestythe third party, or results from a breach of
the indemnifying party’s representations and wafesror covenants, or that results from any actsegligence or willful misconduct. The term
of these indemnification agreements is generalipgt@al any time after execution of the agreemgeme. maximum potential amount of future
payments the Company could be required to makeruhdse indemnification agreements is unlimitedtsfically, the Company has not been
obligated to make significant payments for thede@abons and no liabilities have been recordedtifi@se obligations on the consolidated
balance sheets as of December 31, 2013 and 2012.

The Company also indemnifies its officers and doesfor certain events or occurrences, subjecettain limits, while the officer or
director is or was serving at the Company’s regurestich capacity. The maximum amount of poteffitiire indemnification is unlimited;
however, the Company has a Directors and Offigesgrance policy that limits its exposure and erstiie Company to recover a portion of
any future amounts paid. Historically, the Comphaag not been obligated to make any payments fgethbligations and no liabilities have
been recorded for these obligations on the cores@iibalance sheets as of December 31, 2013 add 201

Other Contingencies

The Company is subject to claims and assessmeamtstime to time in the ordinary course of busind$®e Companys management do
not believe that any such matters, individuallyrothe aggregate, will have a material adversecetia the Company’s financial position,
results of operations or cash flows.

14. Employee Benefit Plans

The Company sponsors a 401(k) defined contribytian covering all employees in the United Statd® Board of Directors determines
contributions made by the Company annually. The @amy made no contributions under this plan for 2@D3.2 and 2011.

15. Related Party Transactions

In October 2013, the Company appointed James Batoethe Board of Directors. Mr. Barrese is thegEfiiechnology Officer of PayPal,
Inc,, which is a customer of the Company. During2@nd 2012, the Company recorded total revenu$$&8 and $79, respectively, through
its subscription agreements with PayPal, Inc. &ed tffiliate eBay Inc. No revenue was recordealitth subscription agreements with these
entities during 2011.
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16. Subsequent Events
Option Grants

Under the terms of the 2013 Plan and the 2013 EeRhares available for issuance increased #8B6d 329, respectively, on
January 1, 2014. In January and February 2014Bdlaed of Directors granted stock options to pureh# shares of common stock at an
exercise price equal to the closing trading prieeghare on the date of the Board’s approval. Tdekoptions generally vest over four years.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Comggeas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on February 28, 2014.

MARIN SOFTWARE INCORPORATED

By: /s/ JOHN A. KAELLE
John A. Kaelle
Chief Financial Officel

POWER OF ATTORNEY

KNOW ALL BY THESE PRESENTS, that each person whsig@ature appears below constitutes and appoirtistGpher A. Lien and
John A. Kaelle, and each of them, as his true awful attorneys-in-fact and agents, each with thilegower of substitution, for him and in his
name, place or stead, in any and all capacitiesigtoany and all amendments to this report, arifietthe same, with exhibits thereto and othel
documents in connection therewith, with the Semgiand Exchange Commission, granting unto saidretys-in-fact and agents, and each of
them, full power and authority to do and performateand every act and thing requisite and neces$sdrg done in and about the premises, as
fully to all intents and purposes as he might arldalo in person, hereby ratifying and confirmiditiaat said attorneys-in-fact and agents, or
their or his substitute or substitutes, may lawfald or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons in the capaci
and on the date indicated:

Name Title Date
Isl Christopher A. Lien Chief Executive Officer February 28, 2014
(principal executive officer
/sl John A. Kaelle Chief Financial Officer (principal February 28, 2014
financial and accounting office
/sl Paul Auvil Director February 28, 201
/sl L. Gordon Crovit: Director February 28, 201
/sl Bruce Dunlevit Director February 28, 201
/s/ Donald Hutchiso Director February 28, 201
/sl James Barre: Director February 28, 201

/sl Allan Leinwanc Director February 28, 201
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Exhibit Incorporated by Reference Filed
Number Description of Document Form File No. Exhibit Filing Date Herewith
3.1 Restated Certificate of Incorporatic 1¢-Q 001-35838 3.1 5/9/2013
3.2 Restated Bylaws 10-Q 001-35838 3.2 5/9/2013
4.1 Form of Common Stock Certificat S1 33:-186669 4.1 3/15/2013
4.2 Amended and Restated Investors Rights’ Agreemeéddas of S-1 333-186669 4.2 2/13/2013
January 25, 2012, by and among the Registrant endie of its
stockholders, as amendkt
10.1 Form of Indemnification Agreemer S-1 333186669 10.1 3/4/2013
10.2# 2006 Equity Incentive Plan and forms of stock aptigreement and  S-1 333-186669 10.2 2/13/2013
stock option exercise agreeme
10.3# 2013 Equity Incentive Plan and forms of stock aptigreement, sto  S-1 333-186669 10.3 3/4/2013
option exercise agreement, restricted stock agmneeraed restricted
stock unit award agreeme
10.4# 2013 Employee Stock Purchase Plan and form of siptist S-1 333-186669 10.4 3/4/2013
agreement
10.5 Office Lease, dated as of January 7, 2011, by atwden the S-1 333-186669 10.6 2/13/2013
Registrant and 123 Mission, LLC, as amenc
10.6 Master Services Agreement, dated as of August@,26y and S-1 333-186669 10.7 2/13/2013
between the Registrant and Switch Communicatioma®st.L.C.
10.7 Amended and Restated Loan and Security Agreematagas of 10Q 001-35838 10.8 11/7/2013
December 9, 2011, by and among the Registrant,N&oftware
Limited and Silicon Valley Bank, as amend
10.8# Form of Severance and Change in Control Agreememtden the S-1 333-186669 10.9 3/11/2013
Registrant and each of the executive offic
10.9# Offer Letter, dated as of February 15, 2011, by lagtsveen the X
Registrant and John Kae
21.1 Subsidiaries of the Registra X
23.1 Consent of independent registered public accouffiting X
31.1 Certification of Chief Executive Officer pursuantRule 13at4(a), a: X

adopted pursuant to Section 302 of the Sarl-Oxley Act of 2002
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Exhibit Filing Filed
Number Description of Document Form File No. Exhibit Date Herewith
31.2 Certification of Principal Financial Officer pursuao Rule 13a-14(a), X
as adopted pursuant to Section 302 of the Sar-Oxley Act of 200z
32.1* Certification of Chief Executive Officer pursuant18 U.S.C. Section X
1350, as adopted pursuant to Section 906 of theaBas-Oxley Act of
2002.
32.2* Certification of Principal Financial Officer pursuao 18 U.S.C. X
Section 1350, as adopted pursuant to Section 9@&darbane®xley
Act of 2002.

101.INS XBRL Instance Documet

101.SCH XBRL Taxonomy Schema Linkbase Docum
101.CAL XBRL Taxonomy Calculation Linkbase Docum
101.DEF XBRL Taxonomy Definition Linkbase Docume
101.LAB XBRL Taxonomy Labels Linkbase Docume
101.PRE XBRL Taxonomy Presentation Linkbase Docum

X X X X X X

* As contemplated by SEC Release No. 33-8212, thgbkibits are furnished with this Annual ReportFmrm 10-K and are not deemed filed
with the Securities and Exchange Commission anaatrencorporated by reference in any filing of fegistrant under the Securities Ac
1933 or the Exchange Act of 1934, whether maderbajpafter the date hereof and irrespective ofgemeral incorporation language in
such filings.

# Represents a management contract or compensasory
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February 15, 2011

Mr. John Kaelle

Offer of Employment by Marin Software Incorporated

Dear John:

| am very pleased to confirm our offer to you ofoyment with Marin Software Incorporated (th€bmpany”) in the position of Executive
Vice President and Chief Financial Officer. In thissition you will report to me in my role as Chietecutive Officer of the Company. Your
start date shall be as you and | mutually agrasklithat you decide to accept our offer on or leekebruary 16, 2011. The terms of our offer
and the benefits currently provided by the Compamyas follows:

1.Salary . Your starting salary will be at the annualizetkraf $225,000 (less normal payroll deductions aitdholdings). Your base
salary shall be reviewed on an annual basis. litiaddyou shall be eligible for an annual performa-based bonus. For 2011, your on-target
bonus shall be $67,500 based on your attainmemiutdially agreed business goals that we put in ghgcéune 30, 2011, prorated for your
months of actual employment in 2011. For bonusesibsequent years, we shall put in place mutugliged business goals by March 31 of
each respective year. To the extent earned, yowradtonus will be payable in the first payrolleaf the following fiscal year provided you
are continuously employed with the Company throsigth payment date. For example, assuming contineropéoyment with the Company,
your 2011 bonus to the extent earned would be payabthe first payroll date in 2012 (i.e., Janu2®y 2).

2. Benefits. In addition, you will be eligible to participaiie regular health, vision and dental insurance (K0Q&and other employee
benefit plans established by the Company for itplegees from time to time. Except as expressly i@y herein, the Company reserves the
right to change or otherwise modify, in its solsadétion, the preceding terms of employment, asagehny of the terms set forth herein at any
time in the future. The Company agrees to provinle with 20 days per year of paid time off (PTOgifdition to regular Company holidays.
The Company also reimburses 50% of monthly parkxmenses if you choose to drive to work or 50% ohthly commuting expenses if you
do not drive (bus, train or ferry expenses as #se anay be). In addition, the Company will reimkeursu for the business use of your cell
phone or other similar device including data senas well as all other agreed business expenses.

3. Confidentiality . As an employee of the Company, you will have asde certain confidential information of the Compand you
may, during the course of your employment, devekpain information or inventions that will be theperty of the Company. To protect the
interests of the Company, you will need to sign@oenpany’s standard “Employee Invention Assignnasmt Confidentiality Agreement” as a
condition of your employment. We wish to impressmyou that we do not want you to, and we herebsctliyou not to, bring with you any
confidential or proprietary material of any form@mployer or to violate any other obligations yowrhave to any former employer. During
period that you render services to the Company agyae to not engage in any employment, busineastisity that is in any way competitive
with the business or proposed business of the Comp@u will not assist any other person or orgatian in competing with the Company or
in preparing to engage in competition with the bass or proposed business of the Company.
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represent that your signing of this offer letted éine Company’s Employee Invention Assignment aodfidentiality Agreement and your
commencement of employment with the Company witlviolate any agreement currently in place betwgmmself and current or past
employers.

4, Severance

If your employment by the Company is Terminatechaitt Cause (as defined below) you will be eligiioleéeceive the following
severance benefits (subject to the conditions below

(1) a severance payment in the amount equal t6$months of your final base pay rate, and legdicgble withholding taxes and
regular deductions (“Severance”);

(2) the post-termination exercise period for yoon@pany stock options will be extended from thréenf8nths to twelve (12) months
following your termination date; and

(3) if you are covered under the Company’s grougdtheplan as of the termination date and timelgtede continue your group coverage
under COBRA, the Company will reimburse you upobrsission of written proof of premium payment for togsix (6) months of the
applicable COBRA premiums as COBRA is provideddonadance with the terms of the applicable plamktha law, beginning on the first of
the month following the Company’s receipt of youWBRA election notice and ending on the earlien)ofhle date you become covered under
another group or individual health plan, or (ii¢ tlast day of the six-month period described ab¥ee. will be solely responsible for making
your premium payments pursuant to COBRA in orden#intain such coverage, and the Company shabh@oésponsible for making a
direct payments to any health care or insuranceigkeo on your behalf.

Your receipt of the foregoing severance benefitoizditioned on you having first executed, andresbked, a non-disparagement
agreement and general release of claims in favtireo€ompany (in a form prescribed by the Comp#hiRelease’) and the return of all
Company property. The Severance will be paid iN8)xequal monthly installments in accordance it Company’s standard payroll
procedures, commencing on the sixtieth (60th) ddlgWing your “separation from service,” as defingtler Section 409A of the Internal
Revenue Code of 1986, as amended (tBede”) (subject to a six-month delay if you are a “sfied employee” as defined under the Treasur
Regulations under Section 409A of the Code and detdy is required to avoid the penalty taxes titla¢rwise may be imposed by
Section 409A of the Code), provided the Releasdfétive at such time and the first Severancealimsent payment shall include all amounts
accrued up to the date of the first installmentrpagt. For purposes of this letter, a terminatioeraployment will be determined consistent
with the rules relating to a “separation from seeVias defined in Section 409A of the Code andégellations thereunder (“Section 409A").
To the extent that any provision of this letteaimsbiguous as to its compliance with Section 4084,drovision will be read in such a manner
so that all payments hereunder comply with Secti@®A. Payments pursuant to this letter are intetdexbnstitute separate payments for
purposes of Section 1.409A-2(b)(2) of the TreafRRegulations. Except as otherwise expressly proviadin, to the extent any expense
reimbursement or the provision of any in-kind bénafder this letter is determined to be subjecéation 409A of the Code, the amount of
any such expenses eligible for reimbursement,@ptbvision of any in-kind benefit, in one calenglaar shall not affect the expenses eligible
for reimbursement in any other taxable year (extmpany lifetime or other aggregate limitation &pable to medical expenses), in
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event shall any expenses be reimbursed after sheldgy of the calendar year following the calengsar in which you incurred such expenses,
and in no event shall any right to reimbursemertherprovision of any in-kind benefit be subjectituidation or exchange for another benefit.

5.0ptions.

(a) We will recommend to the Board of Directorgied Company that you be granted, under the Comp&d06 Equity Incentive Plan,
as amended (thePlan ), an option to purchase that number of shareslegul.0% of the Company’s fully diluted capitalion immediately
following the earlier of (i) the closing of the Cpamy’s next preferred stock financing (which isi@ptted to involve the offer and sale of
Series E Preferred Stock of the Company), or (iigést 15, 2011 (theShares”), with an exercise price equal to the fair markaiue of the
Company’s Common Stock as determined by the Bofiidrectors on the date of grant, which is expedtete following the receipt of a
current valuation of the Company’s Common Stockratte closing of the above financing. The Shankgest to the option will, for so long as
you remain continuously employed by the Compangpbee vested according to the following f-year schedule (subject to adjustment as
described below); (i) 25.0% of the shares will lested as of one year from your employment stae (fhe “First Vesting Date”); and
(ii) thereafter at the end of each full succeedialgndar month, 2.0833% of the total shares witbinee vested.

(b) Stock Option Agreementd-ollowing approval by the Board of Directors bétabove option, the Company will provide you véth
stock option agreement, which will govern the teghthe option. Subject to approval of the BoardDakctors, the Company’s standard stock
option agreement shall be amended to provide ytlu girtain Change of Control benefits as descriidw. For avoidance of doubt, this
language shall be incorporated into your stockaspéigreement and is as follows:

Change of Control Benefits. In the event that, within twelve (12) months daling the closing of a Change of Control (as define
below), your continuous status as an employeeeoCihmpany is Terminated without Cause or is Coostely Terminated (as defined
below), and conditioned on you having first exedund not revoked, a Release, the vesting of fii#scent (50%) of your unvested st
options (including the Shares) shall immediatelgederate as of the effectiveness of such terminatiwd (2) you shall receive the
Severance in accordance with paragraph 4 above.

For purposes of this letter, &hange of Control’ means a (i) consolidation, reorganization or neergf the Company with or into any
other entity or entities in which the holders of tiompany’s outstanding shares immediately befach sonsolidation, reorganization or
merger do not, immediately after such consolidatienrganization or merger, retain stock or othen@rship interests representing a
majority of the voting power of the surviving egtitr entities as a result of their shareholdinghhsnCompany immediately before such
consolidation, reorganization or merger; or (i§ade of all or substantially all of the Companysseits that is followed by a distribution of
the proceeds to the Company'’s stockholders.

For purposes of this letter, your employment byGoenpany or any successor entity to the Companly lshaleemed to have been “
Terminated without Causé in the event that your employment by the Compangny such successor entity is terminated otrear by
you for
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any reason other than any one or more of the fatigweasons: (i) your continued refusal or matdadlre to perform your material
duties reasonably expected of you in connectioh witur arrangement to provide services to the Camyppa any parent, subsidiary or
successor entity to the Company, as applicabler, wfiu are given notice and a reasonable oppoyttmiture (not to exceed 15 days);
(ii) unprofessional, unethical or fraudulent contdoicconduct that materially discredits Companyy parent, subsidiary or successor
entity to the Company, as applicable, or is mallgréetrimental to the reputation, character ondtag of Company or any parent,
subsidiary or successor entity to the Companypaficable; (iii) dishonest conduct with respecatmaterial matter, or a deliberate
attempt to do an injury to Company or any pareambsgliary or successor entity to the Company, aticgble; (iv) your material breach
of any material term of this letter or any otheresgnent between you and the Company or any padjdiary or successor entity to
Company, as applicable; (v) a criminal act whichuldaeflect badly on Company or any parent, subsydor successor entity to the
Company, as applicable; or (vi) your death or tdtshbility (for these purposes you shall be deetotadly disabled if, in the judgment
a licensed physician, you are physically or mentaitapacitated or disabled or otherwise unabkaltg discharge your duties as a
service provider to the Company or any parent,igidey or successor entity to the Company, as apble, for a period of 90 consecut
days or for 90 days in any 180 calendar day period)

For purposes of this letter, your employment byGoenpany or any successor entity to the Companly lshaleemed to have been “
Constructively Terminated in the event that your employment by the Compangny such successor entity is terminated by yibinv
30 days of and for any one or more of the followiagsons: (a) a material reduction in your annaaiensation, including base salary
and bonus, unless (i) you consent thereto in y@aretion, or (ii) the minimum annual salaries biGompany executive officers are
similarly reduced; (b) a material reduction in yoesponsibilities not agreed to by you; (c) théufai by the Company or any successor
entity to the Company to comply in any materiapexs with any material term of this letter or (deguirement that you relocate your
primary workplace to an office more than 45 milesf the Company’s current headquarters, providedgehrer, in the event of the
occurrence of a condition listed above constitutdonstructively Terminated, you must provide notia¢he Company within ninety
(90) days of the occurrence of such condition distbove and allow the Company thirty (30) day inoltho cure such condition.
Additionally, in the event the Company fails to €the Constructively Terminated condition withie #ture period provided, you must
terminate employment with the Company within thi{®p) days of the end of the cure period.

(c) Board Approval RequiredThe grant by the Company of the stock option igelcabove is subject to the Board of Directors’
approval, and the references to the recommendfaiicsuch approval is not a promise of compensaiwh prior to such approval, is not
intended to create an obligation on the part ofGhepany.

6. At Will Employment . While we look forward to a profitable relationghshould you decide to accept our offer, you bdlan at-will
employee of the Company, which means the employmeother relationship can be terminated by eitifars for any reason, at any time, w
or without prior notice and with or without caud@u should regard any statements or representatiottie contrary (and, indeed, any
statements contradicting any provision in thislgtas ineffective. Further, your participatioraimy stock option or benefit program is not to be
regarded as assuring y
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of continuing employment or service for any pataeyeriod of time. Any modification or change iaur at-will employment status may only
occur by way of a written employment agreementesiljioy you and an authorized officer of the Compatiyer than you), and approved by
Company'’s Board of Directors.

7. Authorization to Work . Please note that because of employer regulatidogted in the Immigration Reform and Control At1986
within three (3) business days of starting your pasition you will need to present documentatiomdastrating that you have authorizatior
work in the United States.

8. Arbitration . You and the Company shall submit to mandatoryexudusive binding arbitration of any controversyctaim arising ou
of, or relating to, this letter or any breach héreoovided, however, that the parties retain their right to, and shatl be prohibited, limited or
in any other way restricted from, seeking or obitgjrequitable relief from a court having jurisdastiover the parties. Such arbitration shall be
governed by the Federal Arbitration Act and condddhrough the American Arbitration Associatiorttie State of California, San Francisco
County, before a single neutral arbitrator, in adeace with the National Rules for the ResolutibEmployment Disputes of the American
Arbitration Association in effect at that time. Tparties may conduct only essential discovery godhe hearing, as defined by the AAA
arbitrator. The arbitrator shall issue a writtegidi®n that contains the essential findings anctle@ions on which the decision is based. You
shall bear only those costs of arbitration you wiaatherwise bear had you brought a claim coverethisyletter in court. Judgment upon the
determination or award rendered by the arbitratay tve entered in any court having jurisdiction ¢oér In addition to any other award, the
arbitrator shall award the prevailing party attysidees, costs and arbitration costs, incurrethieyprevailing party as a result of the
arbitration.

9. Successors, Binding AgreementThis letter shall not automatically be terminabgdhe voluntary or involuntary dissolution of the
Company or by any merger or consolidation, whetlartot the Company is the surviving or resultingpooation, or upon any transfer of all or
substantially all of the assets of the Companyhénevent of any such merger, consolidation orsfiexrof assets, the provisions of this letter
shall bind and inure to the benefit of the survivor resulting corporation, or the corporation taieth such assets shall have been transferr
the case may be; provided, however, that the Copnpéhrequire any successor to all or substantiall of the business and/or assets of the
Company, by agreement in form and substance satisfato you, to expressly assume and agree toperthis letter in the same manner and
to the same extent that the Company would be redua perform it if no such succession had takenepl

10. Miscellaneous. This letter shall be construed and enforced aoatance with the laws of the State of Californithaut giving effect
to California’s choice of law rules. No waiver afyaterm of this letter constitutes a waiver of atlyer term of this letter. This letter may be
amended only in writing by an agreement specifjcadferencing this letter which is signed by bottuyand the Company. In the event that a
court or other trier of fact invalidates one or méerms of this letter, all the other terms of thiser shall remain valid and enforceal
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11. Acceptance. If you decide to accept our offer, and | hope yolly please sign the enclosed copy of this leittethe space indicated
and return it to me. Your signature will acknowledpat you have read and understood and agreéd terins and conditions of this offer le
and the attached documents, if any. Should you haything else that you wish to discuss, pleaseaddesitate to email me or to call me at
(415) 399-2585 (or my mobile at (415) 828-1010unahg any time over the weekend).

John, we look forward to your joining Marin’s leasleip team.

Very truly yours,

/sl Christopher Lien
Christopher Lien, Founder and CE

| have read and understood this offer letter amdlhyeacknowledge, accept and agree to the termstdsrth above and further acknowledge
that no other commitments were made to me as pary@mployment offer except as specifically setHderein.

/s/ John Kaelle
John Kaelle Date signed: 2/15/1
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-8 (No-B38459) of Marin Software
Incorporated of our report dated February 28, 2@lating to the financial statements, which appéathis Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
February 28, 2014



EXHIBIT 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER UNDER SECTION 302 OF

THE SARBANES-OXLEY ACT OF 2002

I, Christopher A. Lien, certify that:
1. I have reviewed this Annual Report on Forn-K of Marin Software Incorporates

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to

the period covered by this repc

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this

report;

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

a. Designed such disclosure controls and procedaresused such disclosure con trols and procedariee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on

such evaluation; an

C. Disclosed in this report any change in the tegid’s internal control over financial reportirtat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer anldve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc



b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: February 28, 2014

/s/ Christopher A. Lien

Christopher A. Lier
Chief Executive Officer
(Principal Executive Officer



EXHIBIT 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER UNDER  SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, John A. Kaelle, certify that:
1. I have reviewed this Annual Report on Forn-K of Marin Software Incorporates

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or eéonditate a material fact necessar
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

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

a. Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

C. Disclosed in this report any change in the tegid’s internal control over financial reportirtat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officer anldve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a. All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc



b. Any fraud, whether or not material, that invavaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: February 28, 2014

/s/ John A. Kaelle

John A. Kaelle
Chief Financial Office
(Principal Financial Office)



EXHIBIT 32.1

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

I, Christopher A. Lien, certify pursuant to 18 LCSSection 1350, as adopted pursuant to Sectiom®0@& Sarbanes-Oxley Act of 2002,
that:

(1) the Annual Report of Marin Software Incorpochten Form 10-K for the fiscal year ended Decemlgr2813 (the ‘Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934;

(2) the information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
Marin Software Incorporate:

Date: February 28, 2014

By: /s/ Christopher A. Lien
Christopher A. Lier
Chief Executive Office
(Principal Executive Officer




EXHIBIT 32.2

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

[, John A. Kaelle, certify pursuant to 18 U.S.Cct8m 1350, as adopted pursuant to Section 90B6eoBarbanes-Oxley Act of 2002, that:

(1) the Annual Report of Marin Software Incorpochten Form 10-K for the fiscal year ended Decemlgr2B813 (the ‘Report”) fully
complies with the requirements of Section 13(a)5(d) of the Securities Exchange Act of 1934;

(2) the information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
Marin Software Incorporate:

Date: February 28, 2014

By: /s/ John A. Kaelle
John A. Kaelle
Chief Financial Officel
(Principal Financial and Accounting Office




