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Washington, D.C. 20549
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ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2014
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-35264

CARBONITE, INC.
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Delaware 33-1111329
(State or other jurisdiction of (I.R.S. Employer
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None
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Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. YesO No

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sextl3 or 15(d) of the Securities Exchange Act &4L8uring the preceding 12 months (or for such
shorter period that the Registrant was requirdidesuch reports), and (2) has been subject tb filing requirements for the past 90 days. YES No O

Indicate by check mark whether the registrant liasnitted electronically and posted on its corpo¥&eb site, if any, every Interactive Data File riegd to be submitted and posted pursuant to
Rule 405 of Regulation S-T during the precedingrighths (or for such shorter period that the regigtwas required to submit and post such filedjes No O

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K ig oontained herein, and will not be contained h®ltest of registrant’s knowledge, in definitive
proxy or information statements incorporated berefice in Part Ill of this Form 10-K or any amendirte this Form 10-K. O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting comp&se the definitions of “large accelerated filer,”
“accelerated filer” and “smaller reporting compaiy'Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated filer
Non-accelerated filer O (Do not check if a smaller reporting company) Smaller reporting company O
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the Exgje Act). YesO No

As of June 30, 2014, the last business day ofd@fistrant’s most recently completed second quétteraggregate market value of the voting stocll bglnon-affiliates of the registrant was
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PART I
SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K (the Annual Repdrluding the sections entitled “Business,” “Ris&ctors,” and “Management’s Discussion and
Analysis of Financial Condition and Results of Gytems,” includes forward-looking statements. Trerds “believe,” “may,” “will,” “estimate,” “contine,”
“anticipate,” “i expect,” “predict,” “potetial,” and similar expressions, as well as the tigga thereof, as they relate to us, our businass,

” o ” o ”w

”u ” o

intend,
management, and our industry, are intended toifgdotward-looking statements. In light of riskag&uncertainties discussed in this Annual Repbet, t
forward-looking events and circumstances discusséus Annual Report may not occur and actual ltestould differ materially from those anticipated
implied in the forward-looking statements. We hhased these forward-looking statements on our guengectations and projections about future evands
financial trends affecting the financial conditiohour business. Forward-looking statements shoatde read as a guarantee of future performangesalts,
and will not necessarily be accurate indicationtheftimes at or by which such performance or teswill be achieved. Forward-looking statementstaeed
on information available at the time those statemare made and/or management’s good faith bedief that time with respect to future events, amd a
subject to risks and uncertainties that could caeseal performance or results to differ materi&tym those expressed in or suggested by the fokriearking
statements. These risks include, but are not lahtite those set forth under Item 1A of this AnnBaport on Form 10-K.

Forward-looking statements speak only as of the dathis Annual Report. We may not actually achithe plans, intentions, or expectations disclased
our forward-looking statements, and you shouldplate undue reliance on our forwdabking statements. Actual results or events cdiffér materially fron
the plans, intentions, and expectations disclosele forward-looking statements we make. In addijtour forward-looking statements do not refléet t
potential impact of any future acquisitions, mesgelispositions, joint ventures, or investments #emay make.

You should read this Annual Report completely aiitth the understanding that our actual future resuly be materially different from what we expect.
We do not assume any obligation to update any fa@oking statements, whether as a result of néarination, future events, or otherwise, except as
required by law. If we update one or more forwardking statements, no inference should be drawinabawill make additional updates with respecthtose
or other forward-looking statements.

ITEM 1. BUSINESS

Overview

Carbonite, Inc. (together with its subsidiariestlfmite, the Company, our, we, or us) provides dland hybrid backup solutions. Our solutions previd
powerful features packaged in a cost-effective ptémand secure manner, and are designed to addesspecific needs of small and medium sized legsies
(SMBs) and individuals.

Carbonite was incorporated on February 10, 2005saadelaware corporation. We founded Carbonitermsimple idea: all computers need to be
backed up, and in this always connected and higialile world, cloud backup is the ideal approachr Get and forget" automated solution requireklit
effort and protects our customers' stored fileswai/their computers are lost, stolen, or destroylemtiay, our cloud and hybrid backup, recovery aruthiving
solutions help keep businesses in business.

As of December 31, 2014, we had subscribers in riare 100 countries, with subscribers based irUtise representing approximately 94% of our total
revenue for each of 2014, 2013, and 2012.

We have developed a highly predictable subscripgmenue model, with a consistently strong custareention rate and a scalable infrastructure to
support our growth. We generated revenue of $1@@l®n in 2014. We continue to invest in custoraequisition, and as a result we recorded a netbss
$9.4 million in 2014. Our bookings have grown fré84.1 million in 2010 to $128.2 million in 2014. F@reconciliation of bookings to revenue for thstl
five years, see “Selected Consolidated Financidl@iher Data.”
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Industry Trends

Several trends are fueling the growth of the bussirentinuity and backup industries. Internatidbatia Corporation ("IDC"), predicts the amount ofada
users create and copy will increase exponentiadijnf4.4 zettabytes in 2013 to 44 zettabytes in 2886 IT pros will deal with around 230GB of datx p
person'. Another study indicated 22% of companies expegdrdata loss causing a “significant impact” tdrtbasiness, and 70% of businesses with a
significant data loss close their doors within anfe We predict that this rapid growth in data alorithvthe need for data protection will continue téve
demand for business continuity solutions.

Your life - both business and personal - is digi@dmputers have transformed the way people wankjneunicate, and lead their daily personal and
professional lives. People store a plethora ofrinfition on computers and tablets, from financiabrds, correspondence, passwords, work files, and t
returns to music and photos. These files coulddsmpnently destroyed due to equipment failure tthess, viruses, and accidental deletions. Thia da
accumulated over time and is often irreplaceabbking loss devastating for the owner.

We expect that increasing interest in leveragiogalinfrastructure will drive increased spendingoaiit-in-the-cloud solutions like ours. Accordiimg
IDC, small businesses will spend $589,673 million®d in 2015°. The use of cloud-based business products wélaied adoption of Office 365 will double to
30 percent of all U.S. small businesses in 2015

Traditional alternatives to cloud backup such atgraal hard disk drives, flash memory drives, CDEDs, and tape backup drives, are limited by drive
capacity, cumbersome to scale, prone to failuresecure, and not accessible from a remote locafism result, small businesses and individuals are
increasingly searching for simple, affordable Sohs that provide reliable and secure cloud baaaganytime, anywhere access to stored files. Weviee
that cloud and hybrid backup effectively addresslitmitations of traditional solutions and will bige predominant business continuity solution inftitare.

EMC Digital Universe Study, with data and analymsysiDC, April 2014.

’Data Loss a Problem for Over One in Five Small Besseshttp://spanning.com/blog/data-loss-a-problem-foereene-in-five-small-businesses.
3IDC, Market Analysis Perspective: SMB Markets: SMEBnterprise Global Overview 2014 - attitudes, pties, IT spending, Doc #252899, December 2014.
4IDC, Worldwide SMB Predictions, 2015, Doc #WC2014&2December 2014

Our Solution

We believe that our customers buy our backup, regoand archiving solutions because they are palvget simple. We make it easy for customers to
recover their files, and we provide anytime, anyseleccess and high quality customer support.

We believe that our solutions provide the followhmnefits to all of our customers:
Power: Enterprise-grade solutions designed to meet ¢leels1of small businesses and individuals.

Simplicity: Virtually effortless solutions that are easy tew@nd manage. Carbonite’s products are “set agdtfcand automatically protect data as it's
created.

Security: Proven technology that protects what matterspaindides peace of mind. We encrypt all customesfilefore they are transmitted to our data
centers, guarding against unauthorized accessredstiles and ensuring a high level of data ségui addition, we employ state-of-tleet data center secur
measures intended to prevent intrusions.

Value: We provide powerful products at an affordable@riand offer resources like a growing partner nogand customer support for no additional
charge.
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Our Key Competitive Strengths
We believe that our key competitive strengths idelthe following:

Brand awarenesdVe believe that we have among the highest brandesas in the cloud backup market. We promote @rdothrough our multi-
channel marketing program, which includes a braadgnce in radio, online display advertising, tsiew, print advertising, paid and natural seaestd an
affiliate and reseller network.

Scale We believe that our large scale infrastructureltlovier the last nine years, enables us to stodéiadal files at lower incremental cost than our
smaller competitors. In addition, we are able tchase national advertising at advantageous ratesss advertising opportunities that may be utablaito
smaller businesses, and take advantage of sogltetianalytical marketing systems.

Optimized backup architectur®ur entire infrastructure is optimized for backwpjch is a low transaction speed, high volume, ewnitostly application.
We believe that our average storage costs per shesare lower than those realized by typical geheurpose data center storage systems.

Comprehensive customer suppdite believe that our customer support is more cohgmsive than that offered by our primary compedifarthe cloud
backup market and aids in our customer retentiom pvévide telephone, live chat, and email custassupport in our basic subscription fee.

Significant intellectual property portfoli&®/e have a significant intellectual property potitiaielating to our backup solutions. CARBONITE isegisterec
trademark in the U.S. and in over 30 other cousitiiecluding countries in the European Union.

Our Offerings

We intend to be a leading provider of businessinoaity solutions that keep businesses in busin@sas.suite of solutions include:

Carbonite Personal: For individuals, we offer anmlans that include unlimited cloud backup for @moenputer at three different service levels. Atind
offer discounts for multi-year subscriptions.

Carbonite Pro: Our small business workstation smigtautomatically back up files to the cloud amclude an unlimited number of devices for an annual
flat fee based on the amount of storage needed.

Carbonite Server Backup: Our hybrid server baclalpt®n protects an unlimited number of serversabases and live applications, and offers advanced

management capabilities including scheduling, teanbandwidth and compression settings, and l@etanonitoring and reporting via a personalizedser
dashboard.

The following table sets forth key features of @arbonite Personal Basic, Carbonite Personal BhasCarbonite Personal Prime consumer offerings:

Carbonite Personal Basic Carbonite Personal Plus Carbonite Personal Prime
Coverage One Computer One computer plus one external hard drive for One computer plus one
backup external hard drive for backup
Supported operating systems Windows and Mac Windows Windows
Pricing $59.99/year; unlimited storage $99.99/year; unlimited storage $149.99/year; unlimited storage
Subscription Period Annual or multi-year Annual or multi-year Annual or multi-year
Customer support U.S.-based telephone, live chat, U.S.-based telephone, live chat, and email U.S.-based telephone, live chat, and email
and email
Sync & Share Access, edit and share your Access, edit and share your Access, edit and share your backed-up files from
backed-up files from any of your devices backed-up files from any of your devices any of your devices (computer and select tablet
(computer and select tablet and mobile deviceslcomputer and select tablet and mobile devices) and mobile devices)
Features Automatic and continuous backup to the cloud, Automatic and continuous Automatic and continuous backup to the cloud,
state-of-the-art security and file encryption, andbackup to the cloud, state-of-the-art security an@utomatic video backup, courier recovery, state-
recovery. file encryption, and recovery. of-the-art security and file encryption, and
recovery.
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The following table sets forth key features of @arbonite Pro Basic and Carbonite Pro Prime smaliness offerings:

Carbonite Pro Basic Carbonite Pro Prime
Coverage Unlimited computers, external hard drives and NAS Unlimited computers, external hard drives, NAS
devices devices and Windows file servers
Supported operating systems Windows and Mac Windows and Windows Server
Pricing $269.99/year; 250 GB of backup storage space 9.998/ear; 500 GB of backup storage space
Subscription Period Annual or multi-year Annual or multi-year
Customer support U.S.-based telephone, live chat, and email baSed telephone, live chat, and email
Remote file access Anytime, anywhere using a web browser Anytinrgjvehere using a web browser
Sync & Share Access, edit and share your backed-up files from Access, edit and share your backed-up files from
any of your devices (computer and select tablet anainy of your devices (computer and select tablet and
mobile devices) mobile devices)
Features Automatic and continuous backup to the cloud, Automatic and continuous backup to the cloud,
state-of-the-art security and file encryption, state-of-the-art security and file encryption,
recovery. recovery.

The following table sets forth key features of @arbonite Server Basic, Carbonite Server Prime Garthonite Server Pro Bundle solutions:

Carbonite Server Basic Carbonite Server Prime Carbonite Server Pro Bundle

Coverage Unlimited servers Unlimited servers Unlimited servers
Supported operating systems Windows NTFS and ReFsS file systems, Windows NTFS and ReFsS file systems, All servers to the left, plus Windows

Microsoft SQL Server, Microsoft Exchange  Microsoft SQL Server, Microsoft Exchange ~ XP, Windows Vista, Windows 7, Windows

Server, Microsoft SharePoint Server, WindowsServer, Microsoft SharePoint Server, Windc Server, Windows Small Business Server,
System State; MySQL Server, Oracle Server, System State; MySQL Server, Oracle Server, Windows 8 and 8.1.
Hyper-V Hyper-V

Pricing $799.99/year; 250 GB of cloud storage $899.99/year; 500 GB of cloud storage $999.99/year; 500 GB of cloud storage
Subscription Period Annual or multi-year Annual or multi-year Annual or multi-year
Customer support U.S.-based telephone, live chat, and email ~ U.S.-based telephone, live chat, and email U.S.-based telephone, live chat, and email

We use sophisticated encryption technology to enthe privacy of our customers’ stored files. Wergpt files using a secure key before the fileséea
the customer’s computer and transmit the encryfiesiover the internet to one of our secure dat#ters. Customers’ files remain encrypted on oruess to
guard against unauthorized access. We employ eussicurity analysis firms, including anti-hackimegsialists, to review and test our defenses armiriat
procedures.

Our Proprietary Server Software

At the core of our offerings is our proprietary\@arsoftware designed specifically for cloud backTipe server software is comprised of two major
components: the Carbonite Communications Systensj@@d the Carbonite File System (CFS). CCS moustomer data between our software installed on
our customers’ computers and CFS running on ouageservers. CCS also balances loads acrossrear setwork. CFS manages the write-mostly database
of stored files with the flexibility to operate anwide variety of readily available third-party stge hardware.

We invest heavily in the development of our tecbg@s. In 2014, 2013 and 2012, we spent $24.1anjl$20.9 million and $19.9 million, respectivebn
research and development. Our proprietary techiedagre fundamental to our value proposition ag émable us to deliver the following benefits:

Scalability.We add storage capacity at the rate of approximatet petabyte every two weeks. CCS allows us tonaatically balance processing and
storage capacity across our large and expandingrseetwork. CFS allows us to easily add storagecity across multiple physical locations by autboadly
integrating new storage servers into our existirigastructure.
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Reliability. We designed CCS and CFS to eliminate single poiifgilure. The modular design of these componases well-defined protocols intended
to ensure that customer stored files are accuratdrae from errors. CFS provides proprietary dislor detection for errors that can occur over yedistorage
Our software also incorporates checks and balaoncesrify data integrity.

Cost effectivenesStorage cost is the biggest component of our dagivenue. CCS enables us to dynamically load lsalamong servers to allow higher
overall utilization. CFS enables us to reduce giem@osts by utilizing almost every block of physitiak space to store customer files. We can chtusenost
cost-effective hardware solutions for our data eenbecause CFS allows us to operate in a hetexogemardware environment.

Marketing and Sales

Our marketing and sales efforts are focused oretprimary goals: building brand awareness, acauicirstomers at a low cost, and retaining existing
customers. Our advertising reinforces our brandyenay emphasizing ease of use, affordability, sgcueliability, and anytime, anywhere accessttyex
files. We use radio advertising, online display extiging, television, print advertising, paid sémrdirect marketing, and affiliate and reseller ketéing. Our
public relations efforts include engaging the ttiadial press, new media, and social networks. @siriblution strategy is designed to sell large woés of our
solutions through our sales channel relationshipkiding resellers.

Marketing.Most of our revenue is from consumers who signargCfarbonite backup on our website in responseitalivect marketing campaigns. Our
marketing efforts are designed to attract prospeatustomers, both consumer and small businessirteebsite and enroll them as paying customettserei
through free trials or communication of the bersedit our solutions to the small business market.

Channel distribution.In order to further penetrate the extensive amdrde population of small businesses, we have dhdomtinue to invest in our sales
channel relationships. Our network of sales charelationships includes distributors, resellers eatdilers and is designed to sell large volumesuof
relatively low-priced solutions to small businesstomers.

RetentionOur customer retention efforts are focused on éstahg and maintaining longerm relationships with our customers by delivergngompelling
customer experience and superior value, commungagigularly with customers through email, on-gitessaging, and other media, and creating positive
interactions with our customer support team. Weitnodeveloping trends in subscription duratiomsiewals, and customer satisfaction to maximize our
customer retention. We offer incentives to custanerpurchase multi-year subscriptions, which wiete helps to increase our customer retentionofAs
December 31, 2014, 2013 and 2012, 25%, 28%, and 2&3ectively, of our customers had multi-yearssuptions.

Intellectual Property

We believe that the strength of our brand and timetfonality of our software help differentiatefosm our competitors. As such, our success depepde
our ability to protect our technologies and intefiieal property, including our proprietary serveftware, which allows us to move and store vast ansof
customer data. To protect our intellectual propesty rely on a combination of trademark, patenpycight, and trade secret laws, as well as confiekty
procedures and contractual restrictions. CARBONK & registered trademark in the U.S. and in oGestBer countries, including countries in the E@@p
Union. Carbonite also has additional registratiand/or pending applications for additional mark¢hie U.S. and/or other countries, including butlimoited to
“Carbonite The Better Backup Plan”, “Back it up.t@eack”, “Because Your Life is On Your Computédrdgo, "Carbonite" and the Green Dot Logo,
Carbonite Lock Logo, Phanfare, Zmanda and the @ kgl Chinese character representations for Caebdniaddition, we have eight issued patents,rexpi
at various times between 2027 and 2032, and 18mpgpatent applications in the U.S. and internatilyrthat cover both our technical infrastructune aur
key usability and design concepts.

Competition

Our market is rapidly evolving due to technologiadi’ances that are driving changes in the way ssmalmedium sized businesses operate. Over the pas
few years, competition has intensified, and we ekfigs to continue with the introduction of neweheologies and market entrants. We compete agaiausy
companies across the storage, backup, archivingland markets, ranging from those who provide devarray of IT services, to those who provide anly
specific business continuity product, to distribatand resellers.
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We believe key factors to successfully competééltusiness continuity market include ease ofliasitan and use, value, cloud storage, data segurit
reliability, and brand reputation. We believe tBairbonite competes favorably with respect to edi¢cheokey factors by providing powerful, yet simpleud
and hybrid business continuity solutions. Our offgs are easy-to-use, affordable, secure, includgiaty of storage capacity options, and enabygirze,
anywhere access to files.

Historically, we have competed with CrashPlan (Cég8eand Mozy (EMC) for workstation backup, andhafferings from Symantec, Acronis and Datto
for Server and Appliance offerings. We expect mahgur competitors and their positions to changeya complete our pivot to serve the SMB marketasd
the markets we compete in continue to evolve.

Employees

As of December 31, 2014, we had 579 full-time a@gart-time employees. Of our full-time employe®d; were in operations and support, 89 were in
sales and marketing, 107 were in research and afaweint, and 77 were in general and administratinetfons. None of our employees are covered by
collective bargaining agreements.

Subsequent Events

On December 24, 2014, Copper Holdings, Inc., a lylewned subsidiary of j2 Global, Inc. (“j2"), comenced an unsolicited tender offer to acquire all of
the outstanding shares of our common stock. Tieteoffer was subsequently withdrawn. On JanuaB®0&5, our Board of Directors adopted a Rights
Agreement, pursuant to which “rights” are issuedlt@Company common shareholders that, if activaggoh an attempted unfriendly acquisition, woultede
and thereby minimize the risk of, any potentialthesakeovers. We have also received noticesrefcthr nominations from Engine Capital, L.P. (“Emgi
Capital”) and j2.

Available Information

We file reports with the Securities and Exchangen@ission (SEC), including annual reports on ForrKl@uarterly reports on Form 10-Q, current
reports on Form 8-K, and other filings requiredthy SEC. We make available on our website (wwwaaitb.com) our annual report on Form 10-K, quayterl
reports on Form 10-Q, current reports on Form & all amendments to those reports as soon amiaayg practicable after such material is electally
filed with or furnished to the SEC. These materéats available free of charge on or through oursitetvia the Investor Relations page at www.cartgocom.
References to our website address in this reperinéended to be inactive textual references amy, none of the information contained on our welisipart
of this Annual Report or incorporated in this AnhRaport by reference.

The public may read and copy any materials thafilevevith the SEC at the SEC’s Public Reference iRad 100 F Street, NE, Washington, DC 20549.
The public may obtain information on the operatidthe Public Reference Room by calling the SEC-800-SEC-0330. The SEC maintains an internet site
(http://Iwww.sec.gov) that contains reports, prorg énformation statements, and other informatiararding issuers that file electronically with thEG

ITEM 1A. RISK FACTORS

An investment in our common stock involves a heghvek of risk. You should carefully consider tts&sidescribed below and the other information is th
Annual Report on Form -K before making an investment decision. Our busina®spects, financial condition, or operatinguks could be harmed by any
these risks, as well as other risks not currentigwn to us or that we currently consider immateridie trading price of our common stock could aectiue tc
any of these risks, and, as a result, you mayatiser part of your investment.

Risks Related to Our Business

We have experienced periods of losses and negatgé flow since our inception, and we may not béeato sustain profitability or positive cash flow ithe
future.

We experienced net losses of $18.9 million for 21D.6 million for 2013, and $9.4 million for 201and we have an accumulated deficit of
approximately $139.3 million as of December 31,204/hile we have experienced revenue growth oveselsame periods, we may not be able to achieve
profitability in the future or on a consistent FdiVe expect to continue making significant exptemds to develop and expand our business, including
advertising, customer acquisition, technology istinacture, storage capacity, product developmet,jrternational expansion, in an effort to inceeard
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service our customer base. We also expect thatesutts may fluctuate due to a variety of fact@salibed elsewhere in this Annual Report, includireg
timing and amount of our advertising expenditurdsich are seasonal, the timing and amount of exjpaned related to the development of technologies a
solutions, and to defend intellectual propertyimgement and other claims. We may also incur ireeddosses and negative cash flow in the future faariety
of reasons, and we may encounter unforeseen exgalifficulties, complications, delays, and othekmown events.

Any significant disruption in our service or losg anisuse of our custome’ data could damage our reputation and harm our buess and operating result

Our brand, reputation, and ability to attract, irgtand serve our customers are dependent upaeliable performance of our service and our custsine
ability to readily access their stored files. Oustomers rely on our cloud backup solution to sthgéal copies of their valuable data files, inditog financial
records, business information, photos, and othesgpally meaningful content. Our data centers,@mdhird party data center providers, are vulnierado
damage or interruption from human error, intentidread acts, computer viruses or hackers, earthguékericanes, floods, fires, war, terrorist ateagower
losses, hardware failures, systems failures, telewanications failures, and similar events, any bicl could limit our customers’ ability to accebsit files
and could prevent us from being able to continuobakk up our customers’ files. Prolonged delaysrdoreseen difficulties in connection with addstgrage
capacity or upgrading our network architecture wiegquired may cause our service quality to sufidoreach of our network security and systems caigd
cause the loss or public disclosure of, or accgghild parties to, our customers’ stored filesyAavent that significantly disrupts our serviceesposes our
customers’ stored files to misuse could damageeputation and harm our business and operatindtseswcluding reducing our revenue, causing uissoe
credits to customers, subjecting us to potentdility, harming our renewal rates, or increasing @ost of acquiring new customers.

The market for cloud solutions is competitive, aifdve do not compete effectively, our operatingukts could be harmed.

We compete with cloud backup providers and progdéitraditional hardware-based backup systemsyMéour actual and potential competitors benefit
from competitive advantages over us, such as greatee recognition, longer operating histories,enaried services, and larger marketing budgetaelisas
greater financial, technical, and other resourkceaddition, many of our competitors have estaklismarketing relationships and major distributigneement
with computer manufacturers, internet service mters, and resellers, giving them access to langgomer bases. Some of our competitors may make
acquisitions or enter into strategic relationshgsffer a more comprehensive service than we tdes& combinations may make it more difficult fotas
compete effectively. We expect these trends toicoatas competitors attempt to strengthen or maitit@ir market positions.

Demand for our cloud and hybrid backup solutionseissitive to price. Many factors, including ouvedising, customer acquisition and technology £ost
and our current and future competitors’ pricing amatketing strategies, can significantly affect pricing strategies. Certain of our competitorenfbr may
in the future offer, lower-priced or free produotsservices that compete with our solutions. Sirtyilacertain competitors may use internet-basedketarg
strategies that enable them to acquire customersoater cost than us. There can be no assuraatevéhwill not be forced to engage in price-cutting
initiatives, or to increase our advertising andeotixpenses to attract and retain customers ilonesgto competitive pressures, either of whichadbave a
material adverse effect on our revenue and operadisults.

Over the long term, we intend to invest in reseamatd development activities, and these investmemty achieve delayed, or lower than expected, beésefi
which could harm our operating results.

While we intend to focus on managing our costsexpenses, over the long term, we also intend tesinin research and development activities as we
focus on organic growth through internal innovatidre are likely to recognize the costs associati#iil these investments earlier than some of thesipatied
benefits, and the return on these investments radgvier, or may develop more slowly, than we expéete do not achieve the benefits anticipatednftbest
investments, or if the achievement of these benifitlelayed, our operating results may be adwesestdcted.

We have in the past incurred, and will continuéntwr, significant research and development expeasave strive to remain competitive. New product
development and introduction involves a significeaminmitment of time and resources and is subjeatrtomber of risks and challenges including:

« the difficulty in forecasting customer preferenoeslemand accurate

« the inability to expand product capacity to meehdead for new product
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the inability to successfully manage the transifimm older product:

« the impact of customers’ demand for new prodoatshe products being replaced, thereby causthechne in sales of existing products and an
excessive, obsolete supply of inventory;

¢ delays in initial shipments of new produ

* adapting to emerging and evolving industry stanslare to technological developments by our congrstiénd customel
e entering into new or unproven markets with whichhage limited experien

« the response of competitors to the introductionsesf products; ar

« the desire by customers to evaluate new producedended periods of tirr

Our failure to introduce new or enhanced produnta imely basis, keep pace with rapid industrght®logical or market changes or effectively manage
the transitions to new products or new technologaesd have a material adverse effect on our bgsimesults of operations or financial condition.

We may not be able to respond to rapid technolog@anges with new solutions, which could have atexal adverse effect on our operating results.

The cloud and hybrid business continuity markehiaracterized by rapid technological change amgligsat new product and service introductions. Our
ability to attract new customers and increase negdrom existing customers will depend in larget parour ability to enhance and improve our exgstin
solutions, introduce new features and products satidnto new markets. We are in the process dfesbing the challenges of dynamic and acceleratiuse!
trends, such as the decline in the PC market, #r&enshift towards tablets within mobility and kitectural shifts in the provision of security astdrage
solutions, all of which has made it more difficfdt us to compete effectively and requires us tprome our product and service offerings. Customeayg
require features and capabilities that our cursehitions do not have. Our failure to develop sohs that satisfy customer preferences in a tiraely cost-
effective manner may harm our ability to renew swinscriptions with existing customers and to createcrease demand for our solutions, and mayraele
impact our operating results.

The introduction of new services by competitorsher development of entirely new technologies tdaap existing offerings could make our solutions
obsolete or adversely affect our business and tipgnesults. In addition, any new markets or caestinto which we attempt to sell our solutionsymat be
receptive. We may experience difficulties with sa@fte development, design, or marketing that coeldydor prevent our development, introduction, or
implementation of new solutions and enhancemenesh¥ve in the past experienced delays in the pthrelease dates of new features and upgrades,aaed h
discovered defects in new solutions after thenoitiction. There can be no assurance that newiaduor upgrades will be released according toditlee or
that when released they will not contain defecitheE of these situations could result in advensilipity, loss of revenue, delay in market accepéaror claim:
by customers brought against us, all of which cdwalde a material adverse effect on our reputatiosiness, operating results, and financial conlitio
Moreover, upgrades and enhancements to our saduth@y require substantial investment and we hawessorance that such investments will be succestful
customers do not widely adopt enhancements toalutiens, we may not be able to realize a returmaninvestment. If we are unable to develop, l&sgror
acquire enhancements to our existing solutions timely and cost-effective basis, or if such entements do not achieve market acceptance, our lassine
operating results, and financial condition may teeasely affected.

Our limited operating history makes it difficult tevaluate our current business and future prospe@sd, because we recognize revenue from subsaniysti
over the term of the relevant subscription periathwnturns or upturns in subscription sales are nafflected immediately in our operating results.

We have been in existence since 2005, and our uevieas grown rapidly from $38.6 million in 2010$b22.6 million in 2014, representing a compound
annual growth rate of 34% over that period. We dibexpect that this growth rate will continue itute periods and you should not rely on the revegraesth
of any prior quarterly or annual periods as andation of our future performance. In addition, hessawe recognize revenue from customers over thestef
their subscriptions, a large portion of our revefareeach quarter reflects deferred revenue frobsetiptions entered into during previous quartens}
downturns or upturns in subscription sales or reiewmay not be reflected in our operating resuitd u
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later periods. We may not achieve sufficient rexetauachieve or maintain positive cash flow fronemgtions or profitability, and our limited operagihistory
may make it difficult for you to evaluate our curtédusiness and our future prospects. We have ete@d and will continue to encounter risks anflalifties
frequently experienced by growing companies indgpihanging industries, including increasing exg@nas we continue to grow our business. If weadlo n
manage these risks successfully, our businesbeitlarmed. If our future growth fails to meet inee®r analyst expectations, it could have a negatifect
on our stock price. If our growth rate were to dexkignificantly or become negative, it could aedy affect our financial condition and operatmegults.

A decline in demand for our solutions or for clougblutions in general could cause our revenue to lifee.

We derive, and expect to continue to derive, sulbistity all of our revenue from the sale of ourwdband hybrid backup solutions, a rapidly changing
market. Changes in customer preferences for cloludisns may have a disproportionately greater ichpa us than if we offered multiple products and
services. The market for cloud solutions is subjectapidly changing customer demand and trengsaferences. Some of the potential factors thaldcaffiect
interest in and demand for cloud solutions include:

¢ awareness of our brand and the cloud and hybrikiupasolutions category genera

« the appeal and reliability of our solutio

« the price, performance, features, and availahiitgroducts and services that compete with
« public concern regarding privacy and data seci

e our ability to maintain high levels of customeristaction; an

« the rate of growth in online solutions gener:

In addition, substantially all of our revenue isremtly derived from customers in the U.S. Consetlyea decrease of interest in and demand forctlou
backup solutions in the U.S. could have a dispriqpaitely greater impact on us than if our geogi@aptix of revenue was less concentrated.

If we are unable to attract new customers to outig®dns on a cos-effective basis, our revenue and operating reswitsuld be adversely affected.

We generate substantially all of our revenue frbedale of subscriptions to our solutions. In otdegrow, we must continue to attract a large nunatbe
customers on a cost-effective basis, many of whawe mot previously used cloud backup solutions.ud&eand periodically adjust a diverse mix of adsieg
and marketing programs to promote our solutiongnicant increases in the pricing of one or moreur advertising channels would increase our dibieg
costs or cause us to choose less expensive anabgddss effective channels. As we add to or chdmgmix of our advertising and marketing strategiee
intend to expand into channels with significantighter costs than our current programs, which cadkkrsely affect our operating results. We mayrincu
advertising and marketing expenses significantlgdaance of the time we anticipate recognizingrawgnue generated by such expenses, and we magta
later date, or never, experience an increase enue or brand awareness as a result of such expersdiWe have made in the past, and may makein th
future, significant investments to test new adegert, and there can be no assurance that any suestinents will lead to the cost-effective acqiasibf
additional customers. If we are unable to maingédiactive advertising programs, our ability to atfrnew customers could be adversely affected, our
advertising and marketing expenses could increasstantially, and our operating results may suffer.

A portion of our potential customers locate our sitshthrough search engines, such as Google, Bmdyyahoo!. Our ability to maintain the number of
visitors directed to our website is not entirelythin our control. If search engine companies mothiir search algorithms in a manner that reduces t
prominence of our listing, or if our competitos€arch engine optimization efforts are more sufgkegn ours, fewer potential customers may ctialough tc
our website. In addition, the cost of purchaseihlis has increased in the past and may increabe ifuture. A decrease in website traffic or arréase in
search costs could adversely affect our custonwgrisition efforts and our operating results.

A significant portion of our customers first tryroeloud backup solutions through free trials. Weks® convert these free trial users to payingausts o
our solutions. If our rate of conversion suffersday reason, our revenue may decline and our essimay suffer.
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If we are unable to retain our existing customeis,r revenue and operating results would be adveysaffected.

If our efforts to satisfy our existing customere aot successful, we may not be able to retain tlagich as a result, our revenue and ability to grawld
be adversely affected. We may not be able to atslyrpredict future trends in customer renewalsstGuers choose not to renew their subscriptionsnfomy
reasons, including if customer service issues arsatisfactorily resolved, a desire to reducerdisznary spending, or a perception that they dause the
service sufficiently, that the solution is a poaiue, or that competitive services provide a bettdme or experience. If our customer retentions tcreases,
we may need to increase the rate at which we addcostomers in order to maintain and grow our reregnvhich may require us to incur significantly tneg
advertising and marketing expenses than we cuyranticipate, or our revenue may decline. A sigaifit decrease in our customer retention rate would
therefore have an adverse effect on our businessydial condition, and operating results.

Our relationships with our partners and distributesrmay be terminated or may not continue to be béiafin generating new customers, which could
adversely affect our ability to increase our custerbase.

We maintain a network of active partners and distors, which refer customers to us through linksheir websites and outbound promotion to their
customers. If we are unable to maintain our coniedaelationships with existing partners and disttors, or establish new contractual relationshifib
potential partners and distributors, we may expeegalelays and increased costs in adding custombich could have a material adverse effect oThs.
number of customers that we are able to add thrthege relationships is dependent on the markeffiogts of our partners and distributors, over wahiee
have very little control.

If we are unable to expand our base of small busiseustomers, our business could be adversely tdte

In 2010, we introduced the first version of our kge solution targeted at small businesses. We bamgnitted and continue to commit substantial
resources to the expansion and increased markaftiogr small business solutions. If we are unablmarket and sell our solutions to small businessts
competitive pricing and in a cost-effective manmen, ability to grow our revenue and achieve padfility will be harmed. We believe that it is malificult
and expensive to attract and retain small busicestomers than individuals, because small busisesse

e are difficult to reach without using more expenstaegeted sales campaic

¢ may have different or much more complex needs those of individual consumers, such as archjwiagsion control, enhanced security
requirements, and other forms of encryption antienttcation, which our solutions may not adequatelgress; and

« frequently cease operations due to the sale aréadf their busines

In addition, small businesses frequently have 8ohibudgets and are more likely to be significaaffgcted by economic downturns than larger, more
established companies. As a result, they may chimosgend funds on items other than our solutipagjcularly during difficult economic times. If ware
unsuccessful in meeting the needs of potentialldmainess customers, it could adversely affectfature growth and operating results.

If we are unable to sustain market recognition ofid loyalty to our brand, or if our reputation wer® be harmed, we could lose customers or fail torease
the number of our customers, which could harm owvenue, operating results, and financial condition.

Given our small business and consumer market fouaBsjtaining and enhancing the Carbonite branditisal to our success. We believe that the
importance of brand recognition and loyalty wiltiease in light of increasing competition in ourrkeds. We plan to continue investing substantisbueces t
promote our brand, both domestically and intermetily, but there is no guarantee that our brane:ldgment strategies will enhance the recognitioousf
brand. Some of our existing and potential competib@ave well-established brands with greater reitiogrthan we have. If our efforts to promote andimtain
our brand are not successful, our operating reaaltisour ability to attract and retain customery tmaadversely affected. In addition, even if otaml
recognition and loyalty increases, this may notltés increased use of our solutions or higheeraie.

Our solutions, as well as those of our competitars,regularly reviewed in computer and businegdigations. Negative reviews, or reviews in whialr o

competitors’ products and services are rated migeyhthan our solutions, could negatively affeat drand and reputation. From time-to-time, ourt@oners
express dissatisfaction with our solutions, inahggliamong

10




Table of Contents

other things, dissatisfaction with our customernmup our billing policies, and the way our solutsooperate. If we do not handle customer complaints
effectively, our brand and reputation may suffeg,mway lose our customers’ confidence, and they chapse not to renew their subscriptions. In addjtio
many of our customers participate in online bloigswd computers and internet services, includingsalutions, and our success depends in part oalmlity
to generate positive customer feedback through entthe channels where consumers seek and shareniaion. If actions that we take or changes theat w
make to our solutions upset these customers, itkegging could negatively affect our brand and tapan. Complaints or negative publicity about our
solutions or billing practices could adversely imipaur ability to attract and retain customers andbusiness, financial condition, and operatirsyits.

The termination of our relationship with any majoeredit card company would have a severe, negatimpact on our ability to collect revenue from
customers. Increases in credit card processing feesild increase our operating expenses and adversdlect our operating results.

Substantially all of our customers purchase owtgmis online with credit cards, and our businessethds upon our ability to offer credit card paytmen
options. The termination of our ability to proc@ssyments on any major credit card would signifiaimhpair our ability to operate our business and
significantly increase our administrative costatedl to customer payment processing. If we fath&ntain our compliance with the data protectiod an
documentation standards adopted by the major araditissuers and applicable to us, these issoetd terminate their agreements with us, and wédclose
our ability to offer our customers a credit cargmpant option. If these issuers increase their tiedd processing fees because we experience axcess
chargebacks or refunds or for other reasons, itdcadversely affect our business and operatingtsesu

Any significant disruption in service on our websei, in our computer systems, or caused by our thgedty storage and system providers could damage
reputation and result in a loss of customers, whialould harm our business, financial condition, arnmperating results.

Our brand, reputation, and ability to attract, ireend serve our customers are dependent upoelibble performance of our websites, network
infrastructure and payment systems, and our cussdmigility to readily access their stored files. Wedaxperienced interruptions in these systemsarptst
including server failures that temporarily slowemheh our websites’ performance and our customeiifityatn access their stored files, or made our sieds
and infrastructure inaccessible, and we may expegiénterruptions in the future. Our data centasds expire at various times in 2015, 2016, an8 26th
rights of extension. If we are unable to renew ¢hegreements on commercially reasonable terms, ayeberequired to transfer that portion of our catimy
and storage capacity to new data center facilitied, we may incur significant costs and possibiteice interruption in connection with doing so.dddition,
while we operate and maintain the primary elemehtsur websites and network infrastructure, soneeneints of this complex system are operated by third
parties that we do not control and that would regjgignificant time to replace. We expect this dejgmce on third parties to increase. In particular utilize
Amazon Web Services and Google Cloud Storage tageais with some computing and storage capacitgyaunt to agreements that continue until terminated
upon written notice by either party. All of thesérd-party systems are located in data centerif@siloperated by third parties. Interruptions um systems, the
third-party systems on which we rely, or the usewfdata facilities, whether due to system fadummputer viruses, physical or electronic breek-ilamage
or interruption from human error, power lossesgdhere failures, systems failures, telecommunicatfailures or other factors, could affect the sigur
availability of our websites and infrastructuregyent us from being able to continuously back upcoistomers’ data or our customers from acceshieig t
stored data, and may damage our customers’ stiesdAny financial difficulties, such as bankruptéaced by our third-party data center operatosny of
the service providers with whom we or they contraay have negative effects on our business, theaand extent of which are difficult to predictoMover,
if our thirdparty data center providers are unable to keepitipour growing needs for capacity, this could hameadverse effect on our business. Interrup
in our services might reduce our revenue, cause issue credits or refunds to customers, sub b potential liability, or harm our renewal rates

In addition, prolonged delays or unforeseen diffies in connection with adding storage capacitypgrading our network architecture when required
may cause our service quality to suffer. Problentk the reliability or security of our systems cobllarm our reputation. Damage to our reputationtaadost
of remedying these problems could negatively affectbusiness, financial condition, and operateguits.

Our systems provide redundancy at the disk lewgldb not keep separate, redundant copies of stugdmer files. Instead, we rely on the fact that
our customers, in effect, back up our system byntaaiing the primary instance of their files. Wertat intend to create redundant backup sites for ou
solutions. As such, a total failure of our systearghe failure of any of our systems, could reguthe loss of or a temporary inability to backayr customers’
data and result in our customers being unabledesactheir stored files. If one of our data cerfi@its at the same time that our customers’ compufal, we
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would be unable to provide stored copies of thatadIf this were to occur, our reputation coulccbenpromised and we could be subject to liabilityite
customers that were affected.

Our success depends on our customers’ continuechksgeed access to the internet and the continudibdity of the internet infrastructure.

Our business depends on our customers’ high-speedato the internet, as well as the continuedter@@nce and development of the internet
infrastructure. The future delivery of our solusowill depend on third-party internet service pd®ris to expand high-speed internet access, to araiat
reliable network with the necessary speed, datagigpand security, and to develop complementaogipets and services, including high-speed modeons, f
providing reliable and timely internet access amises. All of these factors are out of our cohff@ the extent that the internet continues toegigmce an
increased number of users, frequency of use, ahaath requirements, the internet may become cdedeand be unable to support the demands placéd on
and its performance or reliability may decline. Angernet outages or delays could adversely affaciability to provide services to our customers.

If the security of our customer’ confidential information stored in our systems reached or their stored files are otherwise sudtgsl to unauthorized
access, our reputation and business may be harnaed, we may be exposed to liability.

Our customers rely on our solutions to store digitgies of their files, including financial recardusiness information, photos, and other peronal
meaningful content. We also store credit card mfation and other personal information about outarasrs. A breach of our network security and system
other events that cause the loss or public disobosf) or access by third parties to, our custohstosed files could have serious negative consecg for our
business, including possible fines, penalties eardaties, reduced demand for our solutions, an ungrikss of customers to provide us with their arealid o
payment information, an unwillingness of our custosito use our solutions, harm to our reputatiahtaand, loss of our ability to accept and procestome
credit card orders, and time-consuming and expergigation. Third parties may be able to circumiveur security by deploying viruses, worms, arfteot
malicious software programs that are designedtézlabr attempt to infiltrate our systems and neks@nd we may not immediately discover these kdtac
attempted infiltrations. Further, outside partiesymattempt to fraudulently induce our employeessottants, or affiliates to disclose sensitive infation in
order to gain access to our information or our@usrs’information. The techniques used to obtain unaigbdraccess, disable or degrade service, or sak
systems change frequently, often are not recognirétilaunched against a target, and may origifrat® less regulated or remote areas around thilwbs a
result, we may be unable to proactively addressetiechniques or to implement adequate preventativ@actionary measures. In addition, employee or
consultant error, malfeasance, or other errorkérstorage, use, or transmission of personal irdtiam could result in a breach of customer or eygso
privacy. We maintain insurance coverage to mitiglagepotential financial impact of these risks; leoer, our insurance may not cover all such eventsay
be insufficient to compensate us for the potemtisigjnificant losses, including the potential damé&gthe future growth of our business, that mayltdrom
the breach of customer or employee privacy.

Many states have enacted laws requiring compaaiesttfy individuals of data security breaches iwirtg their personal data. These mandatory
disclosures regarding a security breach often teaddespread negative publicity, which may causeonstomers to lose confidence in the effectiverméour
data security measures. Any security breach, whetheeessful or not, would harm our reputation @mald cause the loss of customers. Similarly vifedi-
publicized breach of data security at any otheudloackup service provider or other major consunedsite were to occur, there could be a generdiplass
of confidence in the use of the internet for cldnadkup services or commercial transactions geryeratly of these events could have material adveffeets
on our business, financial condition, and operatesylts.

Our products are complex and operate in a wide edyiof environments, systems, applications and égunfations, which could result in errors or product
failures.

Because we offer very complex products, undeteetatts, failures, or bugs may occur, especiallymyducts are first introduced or when new version
are released. Our products are often installeduaed in large-scale computing environments witfedéiht operating systems, system management seftwar
and equipment and networking configurations, whiety cause errors or failures in our products or mose undetected errors, failures, or bugs in our
products. Our customers’ computing environmentoéten characterized by a wide variety of standard non-standard configurations that make pre-selea
testing for programming or compatibility errors yifficult and time-consuming. In addition, despiesting by us and others, errors, failures, gsbuay not
be found in new products or releases until aften@ncement of commercial shipments. In the pastave discovered software errors, failures, and g
certain of our product offerings after their intamtion and, in some cases, have experienced detayledt revenues as a result of these errors.
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Errors, failures, or bugs in products released$ygauld result in negative publicity, damage to lm@nd, product returns, loss of or delay in market
acceptance of our products, loss of competitivétipos or claims by customers or others. Many of end-user customers use our products in applitsiticat
are critical to their businesses and may have @@reensitivity to defects in our products thadeéects in other, less critical, software produbtsaddition, if
an actual or perceived breach of information iritggr availability occurs in one of our end-usestmer’s systems, regardless of whether the brisach
attributable to our products, the market perceptibtie effectiveness of our products could be teatnd\lleviating any of these problems could require
significant expenditures of our capital and ottemources and could cause interruptions, delayssssation of our product licensing, which couldseaus to
lose existing or potential customers and could esbhg affect our operating results.

We process, store and use personal information atider data, which subjects us to governmental regfidn and other legal obligations related to privac
and our actual or perceived failure to comply wiguch obligations could harm our business.

We receive, store, and process personal informatihother customer data. There are numerous fedexi, local, and foreign laws regarding privacy
and the storing, sharing, use, processing, disgasod protection of personal information and othestomer data, the scope of which are changirigestto
differing interpretations, and may be inconsismbng countries or conflict with other rules. Wagslly seek to comply with industry standards arel
subject to the terms of our privacy policies anigdgmy-related obligations to third parties. Westrto comply with all applicable laws, policiesg#
obligations, and industry codes of conduct relatmgrivacy and data protection to the extent giesHowever, it is possible that these obligatioray/ be
interpreted and applied in a manner that is instest from one jurisdiction to another and may Gonfvith other rules or our practices. Any failuve
perceived failure by us to comply with our privgaylicies, our privacy-related obligations to cuséwsor other third parties, our privacy-relatecaleg
obligations, or any compromise of security thatlssin the unauthorized release or transfer o$qeally identifiable information or other custondata, may
result in governmental enforcement actions, litmator public statements against us by consumesaaty groups or others and could cause our cussotme
lose trust in us, which could have an adverse effeour reputation and business. Our customersaisayaccidentally disclose their passwords oestioem
on a mobile device that is lost or stolen, creativgperception that our systems are not secutiasidhird-party access. Additionally, if third pias that we
work with, such as vendors or developers, violgigieable laws or our policies, such violations naso put our customers’ information at risk andldan
turn have an adverse effect on our business. Agnifgiant change to applicable laws, regulatiomsndustry practices regarding the use or disclesidour
customers’ data, or regarding the manner in whiehetxpress or implied consent of customers fousigeand disclosure of such data is obtained, aegjdire
us to modify our solutions and features, possiblg material manner, and may limit our ability tvedlop new services and features that make use afdta
that our customers voluntarily share with us.

Our solutions are used by customers in the healtrecindustry and we must comply with numerous fealeaind state laws related to patient privacy in
connection with providing our solutions to these stomers.

Our solutions are used by customers in the health industry and we must comply with numerous faldemd state laws related to patient privacy in
connection with providing our solutions to thesstomers. In particular, the Health Insurance Pditaland Accountability Act of 1996, or HIPAA, aritie
Health Information Technology for Economic and @ai Health Act, or HITECH, include privacy standarthat protect individual privacy by limiting thises
and disclosures of individually identifiable heailtiormation and implementing data security staddaBecause our solutions may backup individually
identifiable health information for our customewsy customers are mandated by HIPAA to enter initiem agreements with us-known as business agsocia
agreements-that require us to safeguard indiviguddintifiable health information. Business asstecegreements typically include:

¢ adescription of our permitted uses of individuddlgntifiable health informatio

¢ acovenant not to disclose that information pxees permitted under the agreement and to maksutnwontractors, if any, subject to the same
restrictions;

e assurances that appropriate administrative, phlysiod technical safeguards are in place to prewigsiuse of that informatio

« an obligation to report to our customers any usgisiiosure of that information other than as piedi for in the agreeme
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a prohibition against our use or disclosure of thitrmation if a similar use or disclosure by auistomers would violate the HIPAA standa

the ability of our customers to terminate thsibscription to our solution if we breach a mategem of the business associate agreement and are
unable to cure the breach;

the requirement to return or destroy all indiadly identifiable health information at the endtibé customes subscription; ar

access by the Department of Health and Humavic®arto our internal practices, books, and rectvdslidate that we are safeguarding individually
identifiable health information.

We may not be able to adequately address the lassiisks created by HIPAA or HITECH implementat@rcomply with our obligations under our
business associate agreements. Furthermore, wmalpée to predict what changes to HIPAA, HITECHbtirer laws or regulations might be made in therutu
or how those changes could affect our businedseocasts of compliance. Failure by us to complywaity of the federal and state standards regapditignt
privacy may subject us to penalties, includinglaivbnetary penalties and, in some circumstancésjr@l penalties, which could have an adverse effeacour
business, financial condition, and operating result

Our operating results have fluctuated in the pastdamay continue to do so in the future. As a resulte may fail to meet or exceed the expectations of
securities analysts or investors, which could cauwse stock price to decline.

Our quarterly and annual operating results maytdlate as a result of a variety of factors, manwloith are outside of our control. If our quartesly
annual operating results or guidance fall belowetkgectations of securities analysts or investhesprice of our common stock could decline suligtiyn
The following factors, among others, could causettlations in our quarterly or annual operatingiitssor guidance:

our ability to attract new customers and retairstxg customer

our ability to accurately forecast revenue and eppately plan our expens

our ability to introduce new solutior

the actions of our competitors, including pricifganges or the introduction of new produ

our ability to effectively manage our grow

the mix of annual and muljiear subscriptions at any given tii

seasonal variations or other cyclicality in the dehfor our solutions, including the purchasing Badgeting cycles of our small business custor
the timing and cost of advertising and marketirfgres;

the timing and cost of developing or acquiring tealbgies, services, or busines

the timing, operating cost, and capital expendguetated to the operation, maintenance, and eigran§our busines

service outages or security breaches and any dalagact on our reputatic

our ability to successfully manage any future asitjons of businesses, solutions, or technolo

the impact of worldwide economic, industry, and kearconditions and those conditions specific ternét usage and online busines
costs associated with defending intellectual prgpiefringement and other claims; ¢

changes in government regulation affecting ourress
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We believe that our quarterly and annual revenueoperating results may vary significantly in tiufe and that period-to-period comparisons of our
operating results may not be meaningful. You shaoualdrely on the results of one period as an inthioaof future performance.

Seasonal variations in our business may also dauctaations in our financial results. For exampie, generally spend more on advertising durinditise
and third quarters of each year to capitalize eveloadvertising rates in these periods and inctesakes of devices that create or store data dpusgholiday
and back to school periods and our bookings terd thigher in these periods. While we believe these seasonal trends have affected and will agnto
affect our quarterly and annual results, our ttajgcof rapid growth may have overshadowed thefexesf to date. We believe that our business magrbec
more seasonal in the future as our growth ratesslawd that such seasonal variations in advertesipgnditures and customer purchasing patternsresat ir
fluctuations in our financial results.

Growth may place significant demands on our managathand our infrastructure.

We have experienced substantial growth in our ssinThis growth has placed and may continue te@agnificant demands on our management an
operational and financial infrastructure. As oueigtions grow in size, scope, and complexity, wWemned to improve and upgrade our systems and
infrastructure to attract, service, and retainrameasing number of customers. The expansion ofyatems and infrastructure will require us to camm
substantial financial, operational, and technieaburces in advance of an increase in the volurbesifiess, with no assurance that the volume ohess will
increase. Any such additional capital investmerilisimecrease our cost base. Continued growth cailsg strain our ability to maintain reliable seevievels fo
our customers, develop and improve our operatidimancial, and management controls, enhance @artieg systems and procedures, and recruit, teaid,
retain highly skilled personnel. If we fail to aelé the necessary level of efficiency in our orgation as we grow, our business, financial condijtand
operating results could be harmed.

We may expand by continuing to acquire or investdather companies, which may divert our managemertttention, result in additional dilution to our
stockholders, and consume resources that are neagst sustain our business.

We may in the future continue to acquire complemgnproducts, services, technologies, or busine¥8esnay also enter into relationships with other
businesses to expand our portfolio of solutionswsrability to provide our solutions in foreign igdictions, which could involve preferred or exdlugslicenses
additional channels of distribution, discount pri or investments in other companies. We do ne¢ sabstantial experience with integrating and rgama
acquired businesses or assets. Negotiating theesgartions can be time-consuming, difficult andeggive, and our ability to complete these transastmay
often be subject to conditions or approvals thatteayond our control. Consequently, these trargateven if undertaken and announced, may na.clos

Acquisitions may also disrupt our business, dieeitresources, and require significant managentenitaon that would otherwise be available for the
development of our business. Moreover, the antieghhenefits of any acquisition, investment, orithess relationship may not be realized or we may be
exposed to unknown liabilities, including litigati@gainst the companies that we may acquire. Inexiion with any such transaction, we may:

* issue additional equity securities that would @ilatr stockholder

¢ use cash that we may need in the future to opetatbusines:

¢ incur debt on terms unfavorable to us, that weuaable to repay, or that may place burdensomegtstis on our operatior

« incur large charges or substantial liabilities

* become subject to adverse tax consequencedstastial depreciation, deferred compensationttoercacquisitiorrelated accounting charg

Any of these risks could harm our business andatjpey results.

Integration of an acquired compar's operations may present challenges.

The integration of an acquired company requiregragother things, coordination of administrativees and marketing, accounting and finance funst
and expansion of information and management systernegration may prove to be difficult
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due to the necessity of coordinating geographicalyarate organizations and integrating personitieldisparate business backgrounds and accustamed t
different corporate cultures. We may not be abletain key employees of an acquired company. Aatttitly, the process of integrating a new product o
service may require a disproportionate amountoétand attention of our management and financilodimer resources. Any difficulties or problems
encountered in the integration of a new produdesvice could have a material adverse effect orbosiness.

The integration of an acquired company may cosertiwain we anticipate, and it is possible that wkimgur significant additional unforeseen costs in
connection with such integration, which may negasivmpact our earnings.

In addition, we may only be able to conduct limitkee diligence on an acquired company’s operatiBoowing an acquisition, we may be subject to
unforeseen liabilities arising from an acquired pamy’s past or present operations and these tiekilinay be greater than the warranty and indemnity
limitations that we negotiate. Any unforeseen ligbthat is greater than these warranty and indgnmimitations could have a negative impact on financial
condition.

Even if successfully integrated, there can be sarasce that our operating performance after anisitign will be successful or will fulfill managesnt's
objectives.

The loss of one or more of our key personnel, or dailure to attract, integrate, and retain otherighly qualified personnel, could harm our business.

We depend on the continued service and performafncer key personnel. We do not have long-term egmpent agreements with any of our officers or
key employees. In addition, many of our key techgi@s and systems are custom-made for our budiyesgr personnel. The loss of key personnel, iriolyd
key members of our management team, as well agiceftour key marketing, sales, product developrrartechnology personnel, could disrupt our
operations and have an adverse effect on ouryataligrow our business. In addition, several of key personnel have only recently been employedshyand
we are still in the process of integrating thessqenel into our operations. Our failure to suchigisintegrate these key employees into our bussneould
adversely affect our business. In particular, Dawignd, our founder, chairman, and former Predidad Chief Executive Officer, announced in Feby2014
that he would resign as an executive of the Compamg on December 4, 2014, we announced that ardlud directors appointed Mohammad Ali as our new
President and Chief Executive Officer. To the etbat Mr. Ali is not successfully integrated, dwsiness could be negatively impacted. While oartéof
directors remains committed to our strategic dioegtmanagement transitions can be disruptive asdlrin loss of institutional focus and employearate,
making execution of business strategies more ditfic

To execute our growth plan, we must attract araimdtighly qualified personnel. Competition for $beemployees is intense, and we may not be suat
in attracting and retaining qualified personnel. iéee from time to time in the past experienced,\&a expect to continue to experience, difficultyhiring
and retaining highly skilled employees with appra qualifications. New hires require significamatining and, in most cases, take significant treéore they
achieve full productivity. Our recent hires andrplad hires may not become as productive as we gx@etwe may be unable to hire or retain sufficien
numbers of qualified individuals. Many of the coms with which we compete for experienced persbhaee greater resources than we have. In addition,
making employment decisions, particularly in thieinet and high-technology industries, job candisi@ften consider the value of the stock optioasttey
are to receive in connection with their employmémeddition, employees may be more likely to leasef the shares they own or the shares underlyiei
vested options have significantly appreciated ineaelative to the original purchase prices ofghares or the exercise prices of the optiond,theiexercise
prices of the options that they hold are signifttaabove the market price of our common stockvéffail to attract new personnel, or fail to retaimd motivat
our current personnel, our business and growthpeis could be severely harmed.

Our corporate culture has contributed to our suceesnd if we cannot maintain this culture as we grpwe could lose the innovation, creativity, and
teamwork fostered by our culture, and our businesay be harmed.

We believe that our corporate culture has beerya@ptributor to our success. If we do not contitmdevelop our corporate culture as we grow and
evolve, including maintaining our culture of tramgsgncy with our employees, it could harm our aptiit foster the innovation, creativity, and teamkvtirat we
believe that we need to support our growth. Asarganization grows and we are required to implemeore complex organizational structures, we mag fin
increasingly difficult to maintain the beneficiadgects of our corporate culture, which could negatiimpact our future success. In addition, thailability of
a public market for our securities could creatgaligies of wealth among our employees, which cauldersely impact relations among employees and our
corporate culture in general.
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Unanticipated changes in effective tax rates or agse outcomes resulting from examination of our mme or other tax returns could adversely affect our
operating results and financial condition.

We are subject to income taxes in the United Statesvarious foreign jurisdictions, and our domeatid international tax liabilities will be subjeotthe
allocation of expenses in differing jurisdictiof®ur future effective tax rates could be subjectdiatility or adversely affected by a number ofttas,
including:

¢ changes in the valuation of our deferred tax asseddiabilities

¢ expected timing and amount of the release of téxat@n allowance:

e expiration of, or detrimental changes in, researuth development tax credit lay
« tax effects of stockased compensatic

e costs related to intercompany restructuri

¢ changes in tax laws, regulations, accounting ppiesior interpretations thereof;

« future earnings being lower than anticipated inntdes where we have lower statutory tax ratestagler than anticipated earnings in countries w
we have higher statutory tax rates.

In addition, we may be subject to audits of ouoime and sales taxes by the Internal Revenue Sanitether foreign and state tax authorities. Que®
from these audits could have an adverse effecuooperating results and financial condition.

Our ability to use net operating losses to offsetire taxable income may be subject to certain liations.

As of December 31, 2014, we had federal, statef@eign net operating loss carryforwards, or NO&fs$100.2 million, $57.8 million, and $11.5 miltip
respectively, available to offset future taxableome, which expire in various years through 203bifutilized. A lack of future taxable income waul
adversely affect our ability to utilize these NChiefore they expire. Under the provisions of therdnal Revenue Code of 1986, as amended, or theahte
Revenue Code, substantial changes in our ownemssyplimit the amount of pre-change NOLs that canflezed annually in the future to offset taxable
income. Section 382 of the Internal Revenue Cod8ggtion 382, imposes limitations on a companitg to use NOLs if a company experiences a more-
than-50-percent ownership change over a threetgsting period. Based upon our analysis as of Dbeedl, 2014, there was no ownership change
experienced during 2014. If changes in our owngrshtur in the future, our ability to use NOLs nimeyfurther limited. For these reasons, we may raitile
to utilize a material portion of the NOLs, evemié achieve profitability. If we are limited in oability to use our NOLs in future years in which have
taxable income, we will pay more taxes than if werevable to fully utilize our NOLs. This could adsely affect our operating results and the markieepf
our common stock.

We face many risks associated with our plans toaxg internationally, which could harm our businesfinancial condition, and operating results.

We anticipate that our efforts to expand interrralty will entail the marketing and advertisingair services and brand and the development ofikszhl
websites. We do not have substantial experiensellimg our solutions in international marketsmmconforming to the local cultures, standards,aicjes
necessary to successfully compete in those mawketsywve must invest significant resources in otdeto so. We may not succeed in these efforts lueae
our customer acquisition or other goals. For samermational markets, customer preferences anchlpeéhaviors may be different, and we may use basin
or pricing models that are different from our ttamhial subscription model to provide cloud backuap alated services to customers. Our revenue frem
foreign markets may not exceed the costs of estabtj, marketing, and maintaining our internatisw@utions, and therefore may not be profitableon
sustained basis, if at all.

In addition, conducting international operationbjsats us to new risks that we have not generathed in the U.S. These risks include:

* localization of our solutions, including translatimto foreign languages and adaptation for locattices and regulatory requireme
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« lack of experience in other geographic marl
e strong local competitor

¢ cost and burden of complying with, lack of faimiity with, and unexpected changes in foreign lega regulatory requirements, including consumer
and data privacy laws;

« difficulties in managing and staffing internatiomglerations
« fluctuations in currency exchange rates or regriston foreign currenc

¢ potentially adverse tax consequences, incluttisgcomplexities of transfer pricing, foreign vakdded or other tax systems, double taxation and
restrictions, and/or taxes on the repatriationashigs;

¢ dependence on third parties, including channehpastwith whom we do not have extensive experit

¢ compliance with the Foreign Corrupt Practices, &conomic sanction laws and regulations, expamtrols, and other U.S. laws and regulations
regarding international business operations;

¢ increased financial accounting and reporting busderd complexitie
¢ political, social, and economic instability abrogetrorist attacks, and security concerns in génana
« reduced or varied protection for intellectual pndpeights in some countrie

Operating in international markets also requirgaificant management attention and financial resesirThe investment and additional resources redjuir
to establish operations and manage growth in abentries may not produce desired levels of revemyeofitability.

Our software contains encryption technologies aeityypes of which are subject to U.S. and foreigport control regulations and, in some foreignntaas,
restrictions on importation and/or use. Any failoreour part to comply with encryption or other bggble export control requirements could resulfifrancial
penalties or other sanctions under the U.S. expgttlations, including restrictions on future exypamtivities, which could harm our business andraiieg
results. Regulatory restrictions could impair oceess to technologies that we seek for improvingsolutions and may also limit or reduce the dermfanadur
solutions outside of the U.S.

Risks Related to Intellectual Property

Assertions by a third party that our solutions infige its intellectual property, whether or not catt, could subject us to costly and ti-consuming
litigation or expensive licenses.

There is frequent litigation in the software anchteology industries based on allegations of infemgnt or other violations of intellectual propeights.
Any such claims or litigation may be time-consumargl costly, divert management resources, regsite ahange our services, require us to creditfomnd
subscription fees, or have other adverse effectsuotusiness. Many companies are devoting sigmificesources to obtaining patents that could affeny
aspects of our business. Third parties may claahdhr technologies or solutions infringe or othiseaviolate their patents or other intellectualpgendy rights.
As we face increasing competition and become istmgdy visible as a publicly-traded company, owé become more successful, the possibility of rewd+t
party claims may increase.

If we are forced to defend ourselves against ietélial property infringement claims, whether thayéimerit or are determined in our favor, we magfa
costly litigation, diversion of technical and maeagent personnel, limitations on our ability to ose current websites and technologies, and anlityata
market or provide our solutions. As a result of angh claim, we may have to develop or acquireinfringing technologies, pay damages, enter iny@lty
or licensing agreements, cease providing certairicgss, adjust our marketing and advertising atiéigj or take other actions to resolve the claiese
actions, if required, may be costly or unavailadreterms acceptable to us, or at all.

Furthermore, we have licensed proprietary techrietofjom third parties that we use in our techni@s@nd business, and we cannot be certain that the
owners’ rights in their technologies will not bealienged, invalidated, or circumvented. In
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addition to the general risks described above &ssacwith intellectual property and other propaigtrights, we are subject to the additional riskttthe seller
of such technologies may not have appropriatelgteds maintained, or enforced their rights in stecihnology.

Our success depends in large part on our abilitypt@tect and enforce our intellectual property righ If we are not able to adequately protect our
intellectual property and proprietary technologiés prevent use or appropriation by our competitotise value of our brand and other intangible assetay
be diminished, and our business may be adverselgcéd.

Our future success and competitive position depeietge part on our ability to protect our intelleal property and proprietary technologies. Wg el a
combination of trademark, patent, copyright, amdiérsecret laws, as well as confidentiality procesland contractual restrictions, to establish@antect our
proprietary rights, all of which provide only lireil protection and may not now or in the future ffews with a competitive advantage. CARBONITE is a
registered trademark in the U.S. and in over 3@rmtbuntries, including countries in the Europeaiod. Carbonite also has additional registratiams$ a
pending applications for additional marks in th&Land other countries, including but not limited€arbonite The Better Backup Plan”, “Back it @et it
back”, “Because Your Life is On Your Computer”, 't@anite" and the Green Dot Logo, Carbonite Lock d,08hanfare, Zmanda and the Z logo and Chinese
character representations for Carbonite. We caasgire you that any future trademark registraticghde issued for pending or future applicatiomstmat any
registered trademarks will be enforceable or prewdequate protection of our proprietary rights.deently have eight issued patents and 18 penuhtent
applications in the U.S. and internationally. Waroat assure you that any patents will issue frognsarch patent applications, that patents that ifsume such
applications will give us the protection that welseor that any such patents will not be challengedlidated, or circumvented. Any patents thayrisaue in
the future from our pending or future patent agdlans may not provide sufficiently broad protestemd may not be enforceable in actions againsgedi
infringers. To counter infringement or unauthorizesg, we may be required to file patent infringenotsims, which can be expensive and time-consuntng
litigate. In addition, in an infringement proceeglim court may decide that a patent of ours isvalid or is unenforceable, or may refuse to stdyeist from
using the technology at issue on the grounds tivapatent(s) do not cover such technology. An ab/determination of any litigation or defense pealiegs
could put one or more of our patents at risk ohfenvalidated or interpreted narrowly and could gur patent applications at risk of not being etu

There can be no assurance that the steps thakevevtthbe adequate to protect our technologiesiatallectual property, that our trademark and pate
applications will lead to registered trademarksseued patents, that others will not develop oemiagimilar or superior technologies, productssewices, or
that our trademarks, patents, and other intellégtggperty will not be challenged, invalidated,aimcumvented by others. Furthermore, effectivedradrk,
patent, copyright, and trade secret protection n@be available in every country in which our $egs are available or where we have employees or
independent contractors. In addition, the legailddiads relating to the validity, enforceability destope of protection of intellectual property tg internet-
related industries are uncertain and still evolvifigur efforts to protect our technologies anttilectual property are inadequate, the value ofooand and
other intangible assets may be diminished and cttopemay be able to mimic our solutions and mdthof operations. Any of these events could have a
material adverse effect on our business, finamdatition, and operating results.

Confidentiality agreements with employees and otheray not adequately prevent disclosure of our gakcrets and proprietary information. Failure to
protect our proprietary information could make itasier for third parties to compete with our solutis and harm our busines:

We have devoted substantial resources to the dawelot of our proprietary technologies and related@sses. In order to protect our proprietary
technologies and processes, we rely in part oretsadret laws and confidentiality agreements withemployees, licensees, independent contractodsoter
advisors. These agreements may not effectivelygmtedisclosure of confidential information and nme¢ provide an adequate remedy in the event of
unauthorized disclosure of confidential informatibmaddition, others may independently discovertoade secrets, in which case we would not be table
assert trade secret rights, or develop similamteldyies and processes. Further, laws in certaisdijgtions may afford little or no trade secrettection, and
any changes in, or unexpected interpretationsefirttellectual property laws in any country in alhive operate may compromise our ability to enfane
intellectual property rights. Costly and time-comsig litigation could be necessary to enforce agtiinine the scope of our proprietary rights, aildife or
inability to obtain or maintain trade secret prditat or otherwise protect our proprietary rightsiicbadversely affect our business.
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Our use of “open source” software could negativeffect our ability to sell our solutions and subjeas to possible litigation.

A portion of the technologies licensed by us to customers incorporates so-called “open sourceéiveoé, and we may incorporate open source software
in the future. Such open source software is gelydiaénsed by its authors or other third partiesier open source licenses. These licenses maycsuisjéo
certain unfavorable conditions, including requiretsethat we offer our solutions that incorporate dpen source software for no cost, that we makéqgby
available source code for modifications or derwativorks we create based upon, incorporating, iogube open source software, and/or that we lieansh
modifications or derivative works under the termighe particular open source license. Additionally third-party software provider has incorpochtgen
source software into software that we license fsuth provider, we could be required to discloseafrour source code that incorporates or is a neatibn
of such licensed software. If an author or othedtharty that distributes open source software weuse or license were to allege that we hadowiplied
with the conditions of the applicable license, weld be required to incur significant legal expendefending against such allegations and couldibgst to
significant damages, enjoined from the sale ofsmlmtions that contained the open source softveareé required to comply with the foregoing condisoAny
of the foregoing could disrupt the distribution aade of our solutions and harm our business.

We rely on thirdparty software, including server software and licggs from third parties to use patented intellectypabperty, that is required to develop a
provide our solutions

We rely on software licensed from third partiesiéwelop and offer our solutions, including senaftwsare from Microsoft and other patented thirdtpar
technologies. In addition, we may need to obtatarilicenses from third parties to use intellecpraperty associated with the development of @lutfons,
which might not be available to us on acceptabimseor at all. Any loss of the right to use anftware required for the development and maintenafcair
solutions could result in delays in the provisidroor solutions until equivalent technology is eitldeveloped by us, or, if available from othessdentified,
obtained, and integrated, which delay could harmbaisiness. Any errors or defects in third-partfvgare could result in errors or a failure of oofwgions,
which could harm our business.

If we are unable to protect our domain names, o@putation, brand, customer base, and revenue, ali aeour business and operating results, could
adversely affected.

We have registered domain names for websites, drsUfRat we use in our business, such as www.c#@goom. If we are unable to maintain our right
these domain names, our competitors or other gartdes could capitalize on our brand recognitigrubing these domain names for their own benefit. |
addition, although we own the Carbonite domain namder various global top level domains such asi.and .net, as well as under various country-sigecif
domains, we might not be able to, or may chooseémacquire or maintain other country-specificsiens of the Carbonite domain name or other patiyti
similar URLs. Domain names similar to ours haveadly been registered in the U.S. and elsewhereg@ancbmpetitors or other third parties could cape
on our brand recognition by using domain nameslairto ours. The regulation of domain names inUt®. and elsewhere is generally conducted by iatern
regulatory bodies and is subject to change. Ifage the ability to use a domain name in a partiedantry, we may be forced to either incur sigrafit
additional expenses to market our solutions withat country, including the development of a neanlsrand the creation of new promotional materals,
elect not to sell our solutions in that countrythEr result could substantially harm our businesb@perating results. Regulatory bodies could éistab
additional top-level domains, appoint additionaidon name registrars, or modify the requirementhédding domain names. As a result, we may nalide
to acquire or maintain the domain names that etiie name Carbonite in all of the countries inclthive currently conduct or intend to conduct bussne
Further, the relationship between regulations guwngrdomain names and laws protecting trademartétsamilar proprietary rights varies among jurisiios
and is unclear in some jurisdictions. We may bebleto prevent third parties from acquiring anchgsilomain names that infringe, are similar to, theovise
decrease the value of, our brand or our trademBrigecting and enforcing our rights in our domaémes and determining the rights of others mayirequ
litigation, which could result in substantial cosisrzert management attention, and not be decidedrébly to us.

Material defects or errors in our software could ha our reputation, result in significant costs tos) and impair our ability to sell our solution:
The software applications underlying our solutians inherently complex and may contain materiagcsfor errors, particularly when first introdueed
when new versions or enhancements are releasetiaWefrom time to time found defects or errorsun solutions, and new defects or errors in ourtegs

solutions may be detected in the future by us orcastomers. The costs incurred in correcting siefhcts or errors may be substantial and could lvarm
operating results. In addition, we rely on hardwauechased or leased and software licensed framh plairties to offer our solutions. Any defects
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in, or unavailability of, our or third-party softweaor hardware that cause interruptions to thelaidity of our solutions could, among other things
e cause a reduction in revenue or delay in markettaace of our solutior
e require us to issue credits or refunds to our custs or expose us to claims for dama
e cause us to lose existing customers and make & diifficult to attract new custome
« divert our development resources or require usakenextensive changes to our solutions or softweneh would increase our expens
e increase our technical support costs;

« harm our reputation and bra

Risks Related to Ownership of our Common Stock

We may be subject to a proxy contest that wouldlizeuptive to our business, may require us to inaignificant additional costs and threatens to adsely
affect the company’s operations and results.

We have received notices of director nominationsfEngine Capital, L.P. and j2. If Engine Capétatl j2 do not withdraw their nominations, a proxy
contest is likely to occur. A proxy contest couttvarsely affect our operations and results because:

it would be disruptive, costly and tinbensuming, and divert the attention of our Boar®wéctors, management and employ

» the perceived uncertainties regarding the futditdie Company related to a proxy contest, inclgdbut not limited to, uncertainties related to pew
CEO and Board of Directors, may result in the lofsgotential business opportunities and may makeoite difficult to attract and retain qualified
personnel, customers or other business partners;

« ifindividuals are elected to our Board of Diters with a specific agenda, it may adversely aféer ability to effectively implement our business
strategy and create additional value for our stotdrs;

« the expenses for legal and advisory fees anddh@nistrative and associated costs incurred mmeotion with a potential proxy contest may be
substantial; and

« we may choose to initiate, or may become subb@editigation as a result of the potential pragntest or matters resulting from the potentiakgro
contest, which could serve as a further distradtioour Board of Directors, management and empkweel could require us to incur significant
additional costs, and, moreover, if determined esblg to us, these lawsuits could harm our busiaaedshave a material adverse effect on our results
of operations.

We believe the future trading price of our commaotk could be subject to wide price fluctuationsotiterwise adversely affected based on the e
risks and uncertainties described above.

Our stock price may be volatile due to fluctuatioimsour operating results and other factors, eachwhich could cause our stock price to decline.
Shares of our common stock were sold in our ingigdlic offering in August 2011 at a price of $1@er share, and our common stock has subsequently
traded as high as $21.10 and as low as $5.75. #reatiquid, and orderly market for our commonditanay not be developed or sustained, which could

depress the trading price of our common stock.mbeket price for shares of our common stock coeldubject to significant fluctuations in resporee t
various factors, some of which are beyond our @dnBome of the factors that may cause the mariet for shares of our common stock to fluctuatdude:
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fluctuations in our quarterly financial resultstbe quarterly financial results of companies petegito be similar to u
actual or anticipated fluctuations in our key opiegmetrics, financial condition, and operatinguks

loss of existing customers or inability to attraetv customer

actual or anticipated changes in our growth

announcements of technological innovations or néeriags by us or our competito

our announcement of actual results for a fipealod that are lower than projected or expectenlioannouncement of revenue or earnings guidance
that is lower than expected;

changes in estimates of our financial results comemendations by securities analy

failure of any of our solutions to achieve or maintmarket acceptan:

changes in market valuations of similar compa

success of competitive products or serv

changes in our capital structure, such as futwgaisces of securities or the incurrence of |
announcements by us or our competitors of sigmifipaoducts or services, contracts, acquisitionstrategic alliance
regulatory developments in the U.S. or foreign ¢oes

actual or threatened litigation involving us or aotustry

additions or departures of key person

general perception of the future of the cloud backarket or our solutior

share price and volume fluctuations attributabletomnsistent trading volume levels of our shz
sales of our shares of common stock by our exigiagkholders; ar

changes in general economic, industry, and madeditions

In addition, the stock market in general, and tlaeket for internet-related companies in particutas experienced extreme price and volume fluctoati
that have often been unrelated or disproportiottatee operating performance of those companieurgies class action litigation has often beerituated
against companies following periods of volatilitythe overall market and in the market price obmpany’s securities. Such litigation, if institutedainst us,
could result in very substantial costs, divert management’s attention and resources, and harmusimess, financial condition, and operating rasuit
addition, recent fluctuations in the financial aragital markets have resulted in volatility in séties prices.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate and tety financial statements could be impaired, whicbutd
harm our operating results, our ability to operatair business, and our investors views of us.

Ensuring that we have adequate internal financidlaccounting controls and procedures in placéaovwe can produce accurate financial statemengs on
timely basis is a costly and time-consuming eftbat needs to be evaluated frequently. As partiopoocess of documenting and testing our intezoatrol
over financial reporting, we may identify areas fisther attention and improvement. Implementing appropriate changes to our internal controls may
distract our officers and employees, entail suligtbeosts to modify our existing processes, até ignificant time to complete. These changes nudy
however, be effective in maintaining the adequéayun internal controls, and any failure to maintttiat adequacy, or consequent inability to prodacmirate
financial statements on a timely basis, could iasesour operating costs and harm our
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business. In addition, investors perceptions thairtternal controls are inadequate or that weuaable to produce accurate financial statementstonely
basis may harm our stock price and make it moffecdif for us to effectively market and sell ourdstions to new and existing customers.

Our failure to raise additional capital or generatiie cash flows necessary to expand our operatiand invest in our business could reduce our ability
compete successfully.

Although we currently anticipate that our availahlads will be sufficient to meet our cash needsatdeast the next 12 months, we may require ehdit
financing in the future. Our ability to obtain fimging will depend, among other things, on our depelent efforts, business plans, operating perfoceamd
condition of the capital markets at the time wekde®ncing. If we need to raise additional fungg, may not be able to obtain debt or equity finag@n
favorable terms, if at all. If we raise additiomrajuity financing, our stockholders may experierigaificant dilution of their ownership interestsychathe per
share value of our common stock could decline.dfemgage in debt financing, we may be requiredt¢eat terms that restrict our ability to incur dotdial
indebtedness and force us to maintain specifieddity or other ratios. If we need additional capand cannot raise it on acceptable terms, wenmoape able
to, among other things:

« develop or enhance our solutic

e continue to expand our development, sales, andetiagkorganization

e acquire complementary technologies, products, simgsse:

¢ expand our operations in the U.S. or internatigy

e hire, train, and retain employe

* respond to competitive pressures or unanticipatading capital requirements;

¢ continue our operatior
Future sales of shares of our common stock by erigtstockholders could depress the market priceoaf common stock.

If our existing stockholders sell, or indicate atent to sell, a substantial number of shares otommon stock in the public market, the tradiniggof
our common stock could decline significantly. Twiaar largest shareholders are venture capitaldpwthich are typically structured to have a firife. As
these venture capital funds approach or pass fipectve terms of their funds, their decision tb@ehold our common stock may be based not onlyhe
underlying investment merits of our securities &lsb on the requirements of their internal fundatire. Additionally, our directors, executive offrs, and
holders of more than 5% of our common stock, aed tiespective affiliates beneficially own approxitrely 19.0 million shares of our common stock, whic
represents 67.2% of our issued and outstandingstodicommon stock as of December 31, 2014. Ietlskares are sold, or if it is perceived that thiybe
sold in the public market, the trading price of cammon stock could decline substantially.

Our directors, executive officers, and principalostkholders have substantial control over us and twhdelay or prevent a change in corporate control.
Our directors, executive officers, and holders ofethan 5% of our common stock, together withrth#iliates, beneficially hold a majority of our
outstanding shares of common stock and have thigyabicontrol the outcome of matters submittedtw stockholders for approval, including the etetof
directors and any merger, consolidation, or sal@lair substantially all of our assets. In additithese stockholders, acting together, have thigyatb control
or influence the management and affairs of our @ampThis concentration of ownership could limity@bility to influence corporate matters and mayeh

the effect of delaying or preventing a change inti@ of our company.

We do not currently intend to pay dividends on acommon stock and, consequently, your ability to @ste a return on your investment will depend on
appreciation in the price of our common stock.

We have never declared or paid any cash dividendsiocommon stock and do not intend to do sotferforeseeable future. We currently intend to ihves

our future earnings, if any, to fund our growth aedtinuing operations. Therefore, you are notlyike receive any dividends on your shares of comistock
for the foreseeable future and the success of an
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investment in shares of our common stock will depapon any future appreciation in their value. @ammon stock may not appreciate in value or even
maintain the price at which our stockholders hawelpased their shares.

Anti-takeover provisions contained in our certificaté incorporation, bylaws, Rights Agreement as wedl provisions of Delaware law, could impair a
takeover attempt.

Our certificate of incorporation and bylaws contaiovisions that could have the effect of delayangpreventing changes in control or changes in our
management without the consent of our board ottlirs. These provisions include:

¢ aclassified board of directors with three-yst@ggered terms, which may delay the ability o€ldbtolders to change the membership of a majority of
our board of directors;

e no cumulative voting in the election of directosich limits the ability of minority stockholders tlect director candidat:

¢ the exclusive right of our board of directorsetect a director to fill a vacancy created byeikpansion of the board of directors or the resignat
death, or removal of a director, which preventslgtolders from being able to fill vacancies on baard of directors;

« the ability of our board of directors to detenmito issue shares of preferred stock and to detertine price and other terms of those sharesydimd
preferences and voting rights, without stockhokgoroval, which could be used to significantly télthe ownership of a hostile acquirer;

e aprohibition on stockholder action by written cents which forces stockholder action to be takesnaannual or special meeting of our stockhols

« the requirement that a special meeting of stolddrs may be called only by the chairman of therd@f directors, the chief executive officer, loe t
board of directors, which may delay the abilityoof stockholders to force consideration of a praposto take action;

< limiting the liability of, and providing indemnifation to, our directors and office
« controlling the procedures for the conduct and dalieg of stockholder meeting

¢ providing the board of directors with the exgreswer to postpone previously scheduled annualingseof stockholders and to cancel previously
scheduled special meetings of stockholders;

¢ providing that directors may be removed prior t® éxpiration of their terms by stockholders onlydause; ar

¢ advance notice procedures that stockholders camsply with in order to nominate candidates to looard of directors or to propose matters to be
acted upon at a stockholders’ meeting, which magalirage or deter a potential acquiror from coridga solicitation of proxies to elect the
acquiror’s own slate of directors or otherwise mfi&ng to obtain control of us.

We have also adopted a Rights Agreement, pursoamich “rights” are issued to all Company commutotkholders that, if activated upon an attempted
unfriendly acquisition, would deter, and therebyimiize the risk of, any potential hostile takeovEnese provisions, alone or together, could detstile
takeovers and changes in control of our comparchanges in our management.

As a Delaware corporation, we are also subjectdwigions of Delaware law, including Section 203t# Delaware General Corporation Law, which
prevents some stockholders holding more than 156t0butstanding common stock from engaging inadetyusiness combinations without approval of the
holders of substantially all of our outstanding coom stock. Any provision of our certificate of imporation or bylaws or Delaware law that has tHeatfof
delaying or deterring a change in control couldtlitne opportunity for our stockholders to recea/premium for their shares of our common stock,@ndd
also affect the price that some investors arenglto pay for our common stock.

24




Table of Contents

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our principal executive offices are located in BostMassachusetts, in a 52,588, square-foot fcilitder a lease expiring on December 31, 2024. We
also have our former corporate headquarters, whiat89,775 square-foot facility in Boston, Massesgits, under a lease and sublease expiring omibere
31, 2016, and a 22,592 square-foot customer sufgumlity in Lewiston, Maine under a lease expirioig June 1, 2016. We also maintain small offices in
Sunnyvale, California, Munich, Germany and Viergeermany.

Our data centers are located in Massachusetts anand. Our data center leases expire between Bepte2015 and April 2018. Our Somerville,
Massachusetts data center arrangement ended cery&iy 2015.

ITEM 3. LEGAL PROCEEDINGS

In August 2010, Oasis Research, LLC, or Oasis Rekgefiled a lawsuit against us and several ofaampetitors and other online technology companies
in the U.S. District Court for the Eastern DistriétTexas, alleging that our cloud backup storageises, and the other companies’ products or cesyi
infringe certain of Oasis Research’s patents. CRsgearch sought an award for damages in an ufisgesminount. A trial was held in March 2013 andigy j
verdict was returned against Oasis Research tbatfall of the asserted patents invalid. On Jan8a#p15, the magistrate judge granted Oasis Refsear
Motion for Judgment as a Matter of Law under RU)éd$ and Alternative Request for a New Trial unBete 59(a). The Company is currently reviewing the
order. We are not able to assess with certaintptit@ome of this lawsuit or the amount or rangpaiential damages or future payments associatdudthig
lawsuit at this time.

While we intend to defend ourselves and proseauteounterclaims vigorously, any litigation is sedyj to inherent uncertainties, and there can be no
assurance that the expenses associated with dedetindise lawsuits or their resolution will not havmaterial adverse impact on our business, opesati
financial condition, or cash flows. In additionttos lawsuit, from time to time, we have been araybecome involved in legal proceedings arisinthe
ordinary course of our business. Although the tesafllitigation and claims cannot be predictedhwgertainty, we are not presently involved in atyeo legal
proceeding in which the outcome, if determined askly to us, would be expected to have a matediedige effect on our business, operating results, o
financial condition. Regardless of the outcomégdition can have an adverse impact on us becawefafise and settlement costs, diversion of managem
resources, and other factors.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Our common stock is traded on The NASDAQ Global kéaunder the symbol “CARB.” The following tablecsiss the high and low sale prices per share
of our common stock as reported on The NASDAQ Gldbarket for the periods indicated:

2014 2013
High Low High Low
First Quarter $ 1380 $ 9.07 $ 11.0: % 9.1Z
Second Quarter $ 12.0C $ 8.2¢ $ 135 $ 9.54
Third Quarter $ 12.6¢ $ 9.17 $ 16.5C $ 12.1¢
Fourth Quarter $ 14.8¢ $ 95t $ 16.02 $ 10.11

On February 27, 2015, the closing price as repartedhe NASDAQ Global Market, of our common stocks/$15.07 per share. As of February 27, 2015,
we had approximately 42 holders of record of ounown stock. This does not include the number ofqges whose stock is held in nominee or “street”&am
accounts through brokers.

We have never declared or paid, and do not anteigeclaring or paying, any cash dividends on oanmon stock. Any future determination as to the
declaration and payment of dividends, will be & discretion of our board of directors and will deg@ on then existing conditions, including our fioil
condition, operating results, contractual reswitsi, capital requirements, business prospectsotiued factors that our board of directors may deelevant.

Our equity plan information required by this itesnricorporated by reference to the informationamt B, Item 12 of this Annual Report on Form 10-K

Performance Graph

The following performance graph compares the cutivaldotal return to holders of our common stocktfee period from August 11, 2011, the date our
common stock commenced trading on The NASDAQ Glteket, through December 31, 2014, against thewtatime total return of The NASDAQ
Composite Index and The NASDAQ-100 Technology Selctdex.

The comparison assumes that $100.00 was investad icommon stock, The NASDAQ Composite Index ahd RASDAQ-100 Technology Sector
Index. The graph assumes the initial value of ammon stock on August 11, 2011 was the closingm@te on that day of $12.35 per share and noinitial
offering price to the public of $10.00 per sharkeperformance shown on the graph below is baséuktorical results and is not intended to sugfeste
performance.
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COMPARISON OF CUMULATIVE TOTAL RETURN

Among Carbonite, Inc., the NASDACQ Composite Index, and the NASDAQ-100 Technology Sector Index
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This performance graph shall not be deemed “satigimaterial” or to be “filed” with the Securitieand Exchange Commission for purposes of Sectiaf 18
the Securities Exchange Act of 1934, as amendentherwise subject to the liabilities under thatm, and shall not be deemed to be incorporated b
reference into any filing of Carbonite, Inc. undiee Securities Act of 1933, as amended.

Recent Sales of Unregistered Securities
There were no unregistered sales of our equityrgesuduring the twelve months ended Decembef814.
Repurchases

Neither we nor any "affiliated purchaser" repur@thany shares of our equity securities during tre ¥nded December 31, 2014.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

You should read the following selected consoliddieaincial and other data below in conjunction withanagement’s Discussion and Analysis of
Financial Condition and Results of Operations” #mconsolidated financial statements, relatedsy@ted other financial information included in tAisnual
Report on Form 10-K. The selected consolidatechfifed and other data in this section are not ingein replace the consolidated financial statememisare
qualified in their entirety by the consolidatedditial statements and related notes included ek@wh this Annual Report on Form 10-K.

The consolidated statements of operations datéhéoyears ended December 31, 2014, 2013, and 2@fltha consolidated balance sheets data as of
December 31, 2014 and 2013 are derived from outexlidonsolidated financial statements includedwlere in this Annual Report on Form 10-K. The
consolidated statements of operations data foydhes ended December 31, 2011 and 2010 and theliciated balance sheets data as of December 32, 201
2011 and 2010 are derived from our audited conatdiifinancial statements not included in this AairReport on Form 10-K. Historical results are not
necessarily indicative of the results to be expkotehe future.
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Consolidated statements of operations data:

Revenue

Cost of revenue (1)

Gross profit

Operating expenses (1):
Research and development
General and administrative
Sales and marketing
Restructuring charges

Total operating expenses

Loss from operations

Interest and other (expense) income, net

Loss before income taxes

Provision for income taxes

Net loss

Accretion of redeemable convertible preferred stock
Net loss attributable to common stockholders
Basic and diluted net loss per share attributabmmon

stockholders

Weighted-average number of common shares usednputing

basic and diluted net loss per share

Years Ended December 31,

(1) Stock-based compensation included in theaiated statements of operations data above svidlaws:

Cost of revenue

Research and development
General and administrative
Sales and marketing

Consolidated balance sheet data:

Cash

Working capital (deficit)

Total assets

Deferred revenue, including current portion
Total liabilities

Preferred stock warrant liability
Redeemable and convertible stock

Total stockholders’ equity (deficit)
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2014 2013 2012 2011 2010
(in thousands, except share and per share data)
122,62( $ 107,19: $ 84,04: $ 60,51 $ 38,56:
38,56 34,88: 29,06( 23,20z 16,28«
84,05:¢ 72,318 54,98 37,31( 22,27¢
24,13: 20,91¢ 19,92t 16,51 10,86¢
17,86: 14,27¢ 9,92¢ 6,631 4,20¢
49,88: 47,34¢ 42,71¢ 37,72 33,09¢
762 322 1,34t — —
92,63¢ 82,86¢ 73,91% 60,86+ 48,17¢
(8,58¢) (10,557 (18,939 (23,559 (25,896
(39€) 2 38 41 132
(8,989 (10,550 (18,896 (23,51) (25,769
(367) (55) (40) (23) —
(9,350 (10,60¢) (18,93¢) (23,53¢) (25,769)
— — — (12€) (210)
(9,350 $ (10,605 $ (18,930 $ (23,669 $ (25,979
0.3 $ (041 $ 079 $ (189 $ (5.90)
26,816,87 26,166,55 25,503,06 12,841,23 4,399,13
Years Ended December 31,
2014 2013 2012 2011 2010
(in thousands)
53¢ $ 506 $ 44C  $ 207 $ 45
1,28¢ 95¢ 1,19¢ 511 171
3,21¢ 2,25( 1,57¢ 34¢ 227
1,02t 1,06« 91:c 381 99
As of December 31,
2014 2013 2012 2011 2010
(in thousands)

46,08 $ 50,39: $ 40,34.  $ 59,84: $ 13,85¢
(23,76) (11,080 (11,68Y 18,83¢ (12,387
131,75« 109,16: 100,92! 99,60¢ 40,94
91,42« 84,00( 75,20¢ 59,69¢ 38,72
117,21¢ 96,34( 86,99 72,004 47,83¢
— — — — 82
— — — — 68,73(
14,53¢ 12,82: 13,93: 27,60: (75,629
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Years Ended December 31,

2014 2013 2012 2011 2010
(in thousands, except percentage data)

Key metrics:

Bookings (1) $ 128,18 $ 11598¢ $ 98,48¢ $ 80,90( $ 54,14:
Annual retention rate (2) 83% 84% 84% 82% 83%
Renewal rate (3) 80% 80% 82% 82% 81%
Free cash flow (4) $ 15,07: $ 597¢ $ (4,065 % (5,979 $ (12,209

(1) We define bookings as revenue recognized duhe period plus the change in total deferredmaeenet of foreign exchange (excluding deferre@émere
recorded in connection with acquisitions) during ame period.

(2) We define annual retention rate as the percenthgestomers on the last day of the prior year wdmaain customers on the last day of the current

(3) We define renewal rate for a period as thegmage of customers who renew annual or nyelir subscriptions that expire during the pericspntec

(4) We define free cash flow as net cash provigeflsed in) operating activities, less capitalendgitures, and adjusted for the cash portion ofahse exit
charge, payments related to corporate headquafteration, acquisition-related payments, tendegrefélated expenses, and CEO transition payments.

Bookings and free cash flow are financial data #ratnot calculated in accordance with GAAP. Théesbelow provide reconciliation of bookings and
free cash flow to revenue and cash provided byd(ugeoperating activities, respectively, the maisectly comparable financial measures calculatet! a
presented in accordance with GAAP.

Our management uses annual retention rate to detethre stability of our customer base and to eatalthe lifetime value of our customer relationship
As customers’ annual and multi-year subscriptiammae up for renewal throughout the calendar yeagdas the dates of their original subscriptions,
measuring retention on a trailing twelve month asithe end of each quarter provides our manadgenignuseful and timely information about the sl
of our customer base. Management uses renewdbratenitor trends in customer renewal activity.

Our management uses bookings as a proxy for casipts. Bookings represent the aggregate dollarevaf customer subscriptions received by us during
a period. We initially record a subscription feedagerred revenue and then recognize it as revextably, on a daily basis, over the life of thestription
period. Management uses free cash flow as a meabore operating performance; for planning purgosecluding the preparation of our annual opegatin
budget; to allocate resources to enhance the fiagperformance of our business; to evaluate tfecfeness of our business strategies; to prosinesistency
and comparability with past financial performantedetermine capital requirements; to facilitatmoenparison of our results with those of other conigs anc
in communications with our board of directors canaggg our financial performance. We also use fraghdlow as a factor when determining management’s
incentive compensation. Management believes tleatisle of free cash flow provides consistency amgpemability with our past financial performance,
facilitates period to period comparisons of operaj and also facilitates comparisons with other pempanies, many of which use similar non-GAAP
financial measures to supplement their GAAP results

Although bookings and free cash flow are frequendigd by investors and securities analysts in theituations of companies, bookings and free dast
have limitations as analytical tools, and you stdmdt consider them in isolation or as substitfbesnalysis of our results of operations as reggbttnder
GAAP. Some of these limitations are:

« bookings do not reflect our receipt of payment freubscriber:

« free cash flow does not reflect our future requieats for contractual commitments to venc

« free cash flow does not reflect the mmash component of employee compensation or defietand amortization of property and equipment|

¢ other companies in our industry may calculate bogkior free cash flow or similarly titted measudégerently than we do, limiting their usefulness
comparative measures.

The following tables present reconciliations of bapkings and free cash flow to revenue and casviged by (used in) operating activities, respeatiy
the most directly comparable financial measuresutaied and presented in accordance with GAAP.
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Years Ended December 31,

2014 2013 2012 2011 2010
(in thousands)

Revenue $ 12262( $ 107,190 $ 84,04 $ 6051 $  38,56!
Add change in deferred revenue, net of foreign argle (excluding 5,56: 8,79¢ 14,44t 20,38¢ 15,57¢
acquisition)

Bookings $ 128,18 $ 11598! $ 9848¢ $ 80,90( $ 54,14

Years Ended December 31,
2014 2013 2012 2011 2010
(in thousands)

Cash provided by (used in) operating activities $ 2267¢ $ 1462 $ 9,19t $ 757 % (1,552
Add cash portion of lease exit charge 23C 1,15(C 157 — —
Add payments related to corporate headquarteragtoc 3,87: — — — —
Add acquisition-related payments 2,05: — — — —
Add tender offer-related payments 10c — — — —
Add CEO transition payments 634 — — — —
Subtract capital expenditures (14,49Y) (9,809 (13,417 (13,549 (10,65:)

Free cash flow $ 1507: $ 597/ % (4,065 $ (5,979 $ (12,209

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with the financial statementd an
related notes appearing elsewhere in this AnnugldReon Form 10-K. The following discussion congaiarward-looking statements that reflect our plans
estimates, and beliefs. Our actual results couftedimaterially from those discussed in the forwhrdking statements. Factors that could cause oitrdoute
to these differences include those discussed teatobelsewhere in this Annual Report on Form 104¢tipularly in “Risk Factors.”

Overview

We are a provider of cloud and hybrid backup sohgi Our solutions provide powerful features paeklaig a simple, cost-effective and secure manner,
and are designed to address the specific needsadf and medium sized businesses (SMBs) and corrsume

In 2005, we began development of our cloud backltisn and raised our first capital from investdfe sold the first Carbonite subscription in 2006.
2010, we introduced our small business solutioneaqmhinded our management team to better focusrosnmall business and consumer markets. We surpasse
100,000 subscribers in 2008, 500,000 subscribe28®9, and 1,000,000 subscribers in early 201lofA3ecember 31, 2014, we had subscribers in mene th
100 countries, with subscribers based in the l&@-asenting approximately 94% of our total reveion®014.

One of our largest individual expenses is advegidor customer acquisition, which is recordedaesand marketing expense. This is compriseddi ra
advertising, online display advertising, televisiprint advertising, paid search, direct marketiuggl other expenses. Our total advertising expien2el4,
2013, and 2012 was $18.0 million, $25.2 milliond &24.1 million, respectively. We generally spenatenon advertising in the first and third quarteffeach
year based on the seasonality of customer purahpasitterns and fluctuations in advertising rates.&rrently have a distribution strategy desigreeset|
large volumes of our solutions through our salemael relationships including resellers.

As we grow our business we continue to invest ditawhal storage and infrastructure. Our capitglenditures in 2014, 2013, and 2012 were $14.5
million, $9.8 million, and $13.4 million, respeatily.

Our revenue has grown from $84.0 million in 2013107.2 million in 2013 and $122.6 million in 201A.the same time, our total operating costs have
grown from $73.9 million in 2012 to $82.9 million 2013 and $92.6 million in 2014, principally aseault of our investment in customer acquisitiod an
research and development. We expect to contindewote
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substantial resources to customer acquisition, dvipg our technologies, and expanding our solutitmaddition, we expect to invest heavily in opeaations
to support anticipated growth and public compamoréng and compliance obligations. We defer reweaver our customersubscription periods, but expe
marketing costs as incurred. As a result of thas®fs, we expect to continue to incur GAAP opatatdosses on an annual basis for the foreseeatbiesfu

Our Business Model

We evaluate the profitability of a customer relagibip over its lifecycle because of the naturewfliusiness model. We generally incur customer
acquisition costs and capital equipment costs waacde of subscriptions while recognizing revenuahig over the terms of the subscriptions. As altea
customer relationship may not be profitable or ltdaupositive cash flow at the beginning of théseription period, even though it may be profitatreesult
in positive cash flow over the life of the customelationship. While we offer monthly, annual andltinyear subscription plans, a significant majpf our
customers are currently on annual subscriptiongpl@he annual or multi-year commitments of our eotrs enhance management’s visibility of our reeenu
and charging customers at the beginning of thecsigti®n period provides working capital.

Key Business Metrics

Our management regularly reviews a number of fir@nd operating metrics, including the followikey metrics, to evaluate our business:

¢ BookingsWe calculate bookings as revenue recognized darjp@rticular period plus the change in total def#nevenue net of foreign exchange
(excluding deferred revenue recorded in connedtitin acquisitions) during the same period. Our ng@maent uses this measure as a proxy for cash
receipts. Bookings represent the aggregate dadlalevof customer subscriptions received by us duaiperiod. We initially record a subscription fee
as deferred revenue and then recognize it as rewaably, on a daily basis, over the life of thbscription period.

* Annual retention rateWe calculate annual retention rate as the percerabgustomers on the last day of the prior yeaw vémain customers on the
last day of the current year. Our management iese tmeasures to determine the stability of ouomex base and to evaluate the lifetime value of
our customer relationships.

¢ Renewal rateWe define renewal rate for a period as the pergenté customers who renew annual or multi-year augitsons that expire during the
period presented. Our management uses this me@sme@nitor trends in customer renewal activity.

« Free cash flowWe define free cash flow as cash provided by opeyatctivities, less purchases of property andpgent plus acquisition and other
non-recurring charges. Our management uses fréefloasto assess our business performance andateaine amount of cash generated by our
business.

Subscription renewals may vary during the year dasethe date of our customers’ original subsaiggi As we recognize subscription revenue ratably
over the subscription period, this generally hatsresulted in a material seasonal impact on ougmee but may result in material monthly and qubrter
variances in one or more of the key business nsetiéscribed above.

Performance Highlights

The following table presents our performance higitk for the periods presented:

Years Ended December 31,

2014 2013 2012
(in thousands, except percentage data)
Key metrics:
Bookings $ 128,18 $ 115,98t $ 98,48¢
Annual retention rate 83% 84% 84%
Renewal rate 80% 80% 82%
Free cash flow $ 15,07 % 597/ $ (4,065

Our total bookings increased over the periods pitese and we continue to invest in customer actipiisin an effort to drive continued growth, with
bookings for our small business solutions represgril% of total bookings for the year ended Decen®i, 2014, up from 27% in the year ended
December 31, 2013.
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Free cash flow for the year ended December 31, R@tdased by $9.1 million, and $19.1 million comgghto the years ended December 31, 2013, and
December 31, 2012, respectively. Our increaseeia ¢ash flow was principally driven by growth irokimgs and increased efficiencies in our businesdah

Key Components of our Consolidated Statements of @pations
Revenu¢

We derive our revenue principally from subscriptfeas related to our service solutions. We typjeeliiarge a customer’s credit card the full pricéhef
subscription at the commencement of the subscnigt@iod and at each renewal date, unless thernestbecides not to renew the subscription. Wesilhyti
record a customer subscription fee as deferrechtesand then recognize it as revenue ratably,daily basis, over the life of the subscription pdri

Cost of revenue

Cost of revenue consists primarily of costs assediwith our data center operations and custonmgyat centers, including wages and benefits for
personnel, depreciation of equipment, amortizadibdeveloped technology, rent, utilities and braatth equipment maintenance, software license &b,
allocated overhead. The expenses related to hastingervices and supporting our customers areetkta the number of customers and the complexXiguo
services and hosting infrastructure. On a cost&igrstored basis, our costs have decreased duerteades in storage prices and greater efficienoyiidata
center operations. We have also experienced a damtrend in the cost of storage equipment anddiraad service, which we expect will continue in the
future. We expect these expenses to increase atabsiollars, but decrease as a percentage ofiuevdue to improved efficiencies in supporting corsdrs.

Gross profit and gross margin

Our gross margins have expanded due to price isese@ar our consumer solutions, the introductiohigher priced solutions targeting both small
businesses and consumers, a downward trend irohetstorage equipment and services, and efficgsrof our customer support personnel in supppdur
customers. We expect these trends to continue.

Operating expenses

Research and developmeResearch and development expenses consist prino&riigiges and benefits for development personoekudting fees, rent,
and depreciation. We have focused our researcldevelopment efforts on both improving ease of ugkfanctionality of our existing solutions and
developing new solutions. The majority of our reshaand development employees are located at opoate headquarters in the U.S. We expect thagrek
and development expenses will increase in absdhltars on an annual basis as we continue to eehamd expand our services, but decrease as a fmyeen
of revenue over time, as we expect to grow ourneeeat a faster rate.

General and administrativeGeneral and administrative expenses consist pilintd wages and benefits for management, finaacepunting, human
resources, legal and other administrative persotegal and accounting fees, insurance, and ottrpiocate expenses. We expect that general and
administrative expenses will increase in absololi&ads on an annual basis as we continue to adgbpael and enhance our internal information sysiems
connection with the anticipated growth of our besmand incur costs related to operating as agodthpany.

Sales and marketingSales and marketing expenses consist primari@deértising costs, wages and benefits for saldsvarketing personnel, creative
expenses for advertising programs, credit card fa@amissions paid to third-party partners andiafés, and the cost of providing free trials. Tagest
component of sales and marketing expense is agivertior customer acquisition, principally radiolioe, television and print advertisements. Oniearch
costs consist primarily of pay-per-click paymemtsearch engine operators. Advertising costs greresed as incurred. To date, marketing and advertis
costs have been incurred principally in the U.8t,vee may increase our marketing and advertisiqgeditures in other countries. We expect that we wi
continue to commit significant resources to ouesand marketing efforts to grow our business avateness of our brand and solutions. We expecstias
and marketing expenses will continue to increasgbsolute dollars on an annual basis, but deceesaagercentage of revenue, as we expect to grow ou
revenue at a faster rate.

Restructuring chargesRestructuring charges consist of lease exit @wrglated to our corporate headquarter relocatmsts associated with our data
center optimization program, the March 2012 closifreur Boston, Massachusetts data center and ehamgurred related to the restructuring of out@aite
China operations, which are now dormant. Bete 12—Restructuring our consolidated financial statements includethis Annual Report on Form X0for
additional information.
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Critical Accounting Policies

Our financial statements are prepared in accordaitbeaccounting principles generally acceptechimt).S., or GAAP. The preparation of our financial
statements and related disclosures requires uake estimates, assumptions, and judgments that #fie reported amount of assets, liabilities, nexg costs
and expenses, and related disclosures. We basstimates and assumptions on historical experiandeother factors that we believe to be reasonatier
the circumstances, but all such estimates and gegums are inherently uncertain and unpredictalMe.evaluate our estimates and assumptions on anrang
basis. Actual results may differ from those estesand assumptions, and it is possible that otlodéegsionals, applying their own judgment to theedacts
and circumstances, could develop and support aligmestimates and assumptions that would resuttaterial changes to our operating results arahiial
condition. Our most critical accounting policieg aummarized below.

SeeNote 2—Summary of Significant Accounting Politdesur consolidated financial statements includethis Annual Report on Form 10-K for
additional information about these critical accangipolicies, as well as a description of our otsignificant accounting policies.

Revenue recognitio

We derive revenue from cloud backup subscriptionises. These services are standalone indepeneefite solutions, which are generally contracted fo
a one- to three-year term. Subscription arrangesriantlude access to use our services via the itteWie recognize revenue in accordance with tharfeiial
Accounting Standards Codification (ASC) 605-O¥erall Revenue RecognitiocBubscription revenue is recognized ratably on by dhaisis upon activation of
service over the subscription period, when perseasiidence of an arrangement with a customersxtst subscription period has been activatedptice is
fixed or determinable, and collection is reasonaslgured. Deferred revenue represents paymentsaedeom customers for subscription services pidgor
recognizing the revenue related to those payments.

Business Combinatior

In accordance with ASC 80Business Combinationsve recognize the tangible and intangible assetgieed and liabilities assumed based on their
estimated fair values. Determining these fair valtegjuires management to make significant estinzatdsassumptions, especially with respect to iribdég
assets.

The fair value of identifiable intangible assetb&sed on detailed valuations that use informatmhassumptions provided by management, whichctefle
management’s best estimates of inputs and assumgtat a market participant would use. Our id&iilé intangible assets acquired consist of dewslop
technology, customer relationships, tradenamespanecompete agreements. Developed technology stertdi products that have reached technological
feasibility and tradenames represent acquired cogngad product names. Customer relationships reptelse underlying relationships and agreements wit
customers of the acquired company'’s installed dsa:-compete agreements represent the protectainstghe loss of business and resultant cash flaws
direct competition.

Goodwill and acquired intangible assets

We record goodwill when consideration paid in aibess acquisition exceeds the fair value of theasséts acquired. Our estimates of fair value ased
upon assumptions believed to be reasonable it but that are inherently uncertain and unmtathie. Assumptions may be incomplete or inaccyueatd
unanticipated events or circumstances may occat niay affect the accuracy or validity of such agstions, estimates or actual results.

Goodwill is not amortized, but rather is testedifopairment annually or more frequently at the réipg unit level if facts and circumstances warrant
review. We have determined that there is a sirgpenting unit for the purpose of conducting thiedwill impairment assessment. For purposes of asges
potential impairment, we estimate the fair valu¢hef reporting unit (based on our market capittibrd and compare this amount to the carrying valugne
reporting unit (as reflected by our total stocklesd equity). If we determine that the carryinguebf the reporting unit exceeds its fair valueirapairment
charge would be required. Our annual goodwill impaint test is at November 30 of each year. To detehave not identified any impairment to goodwiill.

Intangible assets acquired in a business combmatie recorded at their estimated fair valuesetitite of acquisition. We amortize acquired intalegi
assets over their estimated useful lives baseti@pattern of consumption of the economic benefit#f that pattern cannot be readily determinedao
straight-line basis. We review our intangible assdth definite lives for impairment when eventscbanges in circumstances indicate that the caygmount
of any of these assets may not be recoverable.a¥e ot identified any impairment of our long-livessets as of December 31, 2014, 2013, and 2012.
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Income taxe

We provide for income taxes under the liability haet. Deferred tax assets and liabilities are datexdhbased on differences between financial remeprti
and tax bases of assets and liabilities and arsume@ using the enacted tax rates in effect whelifferences are expected to reverse. Deferreddsats are
reduced by a valuation allowance to reflect theentainty associated with their ultimate realizatiéde account for uncertain tax positions recogninealir
consolidated financial statements by prescribingoae-likely-than-not threshold for financial statemh recognition and measurement of a tax posia&art or
expected to be taken in a tax return.

Due to a history of losses, we have provided availliation allowance, in the U.S. and in foreigx jtaisdictions in which we operate that are irul fax
asset position, against our deferred tax asseis.iFmore fully described iNote 10—Income Tax#és our consolidated financial statements, incluiteithe
Annual Report on Form 10-K. The ability to utiliteese losses, any future losses, and any otheredis or attributes may be restricted or elingday
changes in our ownership, changes in legislatiod,aher rules affecting the ability to offset frduaxable income with losses from prior periodguFe
determinations on the need for a valuation allowanmt our net deferred tax assets will be made ananal basis, and our assessment at Decembed B4, 2
reflects a continued need for a full valuation abmce.

Stock-based compensation

Accounting guidance requires employee stock-baagthpnts to be accounted for under the fair valuthate Under this method, we are required to
record compensation cost based on the estimatedaiaie for stock-based awards granted over theisig service periods for the individual awardgjai
generally equals the vesting periods. We use thght-line amortization method for recognizingckdased compensation expenses.

Determining the appropriate fair value model anlddating the fair value of stock-based paymentrasaequires the use of highly subjective estimates
and assumptions, including the estimated fair vafusur common stock. Following our initial pubbéfering, we used the quoted market price of ounicmn
stock to establish the fair value of the commomlstmderlying our stock options. Because theremegagublic market for our common stock prior to mitial
public offering, our board of directors determirtbd fair value of our common stock with input fromanagement, based on reports of an unrelated hirg-
valuation specialist.

We estimate the fair value of stock options ondage of grant using the Black-Scholes option-pgaimodel, and the fair value of option awards with
market based vesting conditions on the date oftgrsing the lattice model with a Monte Carlo sintigla. These models further require the use of lyighl
subjective estimates and assumptions, includingebed stock price volatility, expected term of araed, risk-free interest rate, and expected dividgeld.
As a public company with limited trading historygwonsider both the volatility of our stock pricedahat of our publicly traded peer companies. &kgected
life assumption is based on the simplified methardetimating expected term as we do not havecsesfii stock option exercise experience to support a
reasonable estimate of the expected term. Thefnégkinterest rate is based on the implied yieldently available on U.S. Treasury zero-coupondssuith
terms approximately equal to the expected lifehefgtock option. We use an expected dividend fatero as we currently have no history or expeoteaif
paying cash dividends on our capital stock.

Results of Operations

The following table sets forth, for the periodsgeeted, data from our consolidated statementserftipns as a percentage of revenue that eachidime
represents. The period-to-period comparison ofiiie results is not necessarily indicative of fetvesults. The information contained in the tablelow
should be read in conjunction with financial stagéets and related notes included elsewhere in thisuAl Report on Form 10-K.

34




Table of Contents

Years Ended December 31,
2014 2013 2012

(% of revenue)
Consolidated statements of operations data:

Revenue 100.C% 100.C% 100.C%
Cost of revenue 31.t 32.5 34.¢
Gross profit 68.5 67.t 65.4
Operating expenses:
Research and development 19.7 19.t 23.7
General and administrative 14.5 13.: 11.¢
Sales and marketing 40.7 44.2 50.¢
Restructuring charges 0.6 0.2 1.€
Total operating expenses 75.5 77.% 87.¢
Loss from operations (7.0 (9.9 (22.5)
Interest and other (expense) income, net (0.9 — —
Loss before income taxes (7.9 (9.9 (22.5)
Provision for income taxes (0.9 0.3 —
Net loss (7.6)% (9.9% (22.5%

Comparison of Years Ended December 31, 2014, 20E3d 2012

Revenu¢
Years Ended December 31,
2013 to 2014 2012 to 2013
2014 2013 2012 % Change % Change
(in thousands, except percentage data)
Revenue $ 122,62( $ 107,19: $ 84,04: 14.L% 27.5%

Revenue increased by $15.4 million in 2014 and28.& million in 2013, primarily due to increasedtie average selling prices for our SMB and
consumer solutions. Revenue from our SMB solutisas approximately $31.0 million in 2014 compare®24.4 million in 2013.

Cost of revenue, gross profit, and gross margin

Years Ended December 31,

2013 to 2014 2012 to 2013
2014 2013 2012 % Change % Change
(in thousands, except percentage data)

Cost of revenue $ 38,567 $ 34,88. $ 29,06( 10.€% 20.(%
Percent of revenue 31.5% 32.5% 34.6%
Components of cost of revenue:

Personnel-related costs $ 12,61 $ 10,36. $ 8,66¢ 21.7% 19.6%

Hosting and depreciation costs 21,60¢ 20,55¢ 18,46 5.1% 11.2%

Software, amortization and other 4,34¢ 3,96¢ 1,931 9.6% 105.2%

Total cost of revenue $ 38,567 $ 3488.: $ 29,06( 10.€% 20.(%

Gross profit $ 84,05! % 72,318 % 54,98: 16.2% 31.5%
Gross margin 68.5% 67.5% 65.4%
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Our gross margin improvement for 2014 and 2013 dva®n by an increasing percentage of our revedeesed from higher margin SMB products and
efficiencies realized in our data centers. Cosewénue increased by $3.7 million in 2014 and b $&illion in 2013, primarily driven by an increaise
personnel-related costs and other costs assoeidttednaintaining our data centers. The increasmst of revenue in 2014 was comprised primarilgrof
increase in personnel-related costs of $2.3 millissociated with additional customer support araipns headcount, and an increase in hosting and
depreciation costs of $1.1 million mainly relatedan increase in rent and utilities related to ool data center space. The increase in cosiveinue in 201
was comprised primarily of an increase in hostiogts of $2.1 million related to rent, utilities,dadepreciation of equipment, an increase in perseraiated
costs of $1.7 million associated with additionastcumer support and operations headcount, and gef@avel amortization costs of $1.6 million related t
investments in our customer support organizatiosuggport our growth as well as additional amortimaexpense related to our Zmanda, Inc. acquisition

Operating expenses

Research and development

Years Ended December 31,

2013 to 2014 2012 to 2013
2014 2013 2012 % Change % Change
(in thousands, except percentage data)
Research and development $ 24,13 $ 20,91¢ % 19,92t 15.£% 5.C%
Percent of revenue 19.7% 19.5% 23. ™%
Components of research and development:
Personnel-related costs $ 18,55¢ $ 16,278  $ 15,97« 14.C% 1.9%
Third-party outsourcing costs 3,064 1,88¢ 1,27C 62.5% 48.2%
Hosting, independent contractors and other 2,512 2,75¢ 2,681 (8.9% 2.9%
Total research and development $ 24,13: $ 20,91¢ % 19,92¢ 15.4% 5.C%

Research and development expenses increased bgnihson in 2014, primarily related to an increase$2.3 million in personnel-related costs asseciat
with additional research and development headcandtan increase of $1.2 million in third-party @utcing costs intended to improve the ease of nde a
functionality of our existing solutions and the dapment of new SMB offerings. Research and deveéy expenses increased by $1.0 million in 2013,
primarily driven by higher outsourced developmengts.

General and administrative

Years Ended December 31,

2013 to 2014 2012 to 2013
2014 2013 2012 % Change % Change
(in thousands, except percentage data)
General and administrative $ 17,86: $ 14,27  $ 9,92¢ 25.1% 43.£%
Percent of revenue 14.5% 13.2% 11.8%
Components of general and administrative:
Personnel-related costs $ 10,35( $ 7,41  $ 4,672 39.¢% 58.7%
Professional fees 4,27¢ 4,36¢ 4,001 (2.00% 9.1%
Consulting, taxes and other 3,23¢ 2,497 1,25¢ 29.5% 99.(%
Total general and administrative $ 17,86: $ 14,27F  $ 9,92¢ 25.1% 43.8%

General and administrative expenses increased Byr$ilion in 2014, primarily related to an increasf $2.9 million in personnel-related costs assed
with additional headcount. The remaining increasexpenses relates to an increase in legal feesamllting expenses associated with our internatio
expansion efforts. General and administrative egegincreased by $4.3 million in 2013, primarillated to an increase of $2.7 million in personreddied
costs and increase of $0.5 million related to astdx accrual for uncollected sales taxes.
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Sales and marketing

Years Ended December 31,

2013 to 2014

2012 to 2013

2014 2013 2012 % Change % Change
(in thousands, except percentage data)
Sales and marketing $ 49,88: $ 47,34¢ % 42,71¢ 5.2% 10.6%
Percent of revenue 40.7% 44.2% 50.8%
Components of sales and marketing:
Personnel-related costs $ 13,900 $ 8,961 $ 6,55( 55.2% 36.6%
Advertising costs 17,95: 25,19° 24,01¢ (28.8% 4.2%
Costs of credit card transactions and offering frizé¢s 6,24¢ 5,53¢ 5,42¢ 12.8% 2.C%
Agency fees, consulting and other 11,77¢ 7,65¢ 6,721 53.¢% 13.9%
Total sales and marketing $ 4988. $ 47,34¢ % 42,71¢ 53% 10.£%

Sales and marketing expenses increased by $2i6miiil 2014 and $4.6 million in 2013. The increas2014 was attributable to an increase in persenne
related costs of $4.9 million associated with iasetl headcount on our sales team, and an increagerey fees, consulting and other of $4.1 millielated
to increased investments in our indirect channghwoization, partially offset by decreased advergsiosts due to a reduction in our traditional oaad
television advertising spend. The increase in 2048 attributable to an increase of personnel-relatsts of $2.4 million associated with increaseddtount
on our sales team, $1.2 million in advertising s@sined at customer acquisition, and $0.9 millilated to the new website design.

Restructuring

Years Ended December 31,

2013 to 2014 2012 to 2013

2014 2013 2012 % Change % Change
(in thousands, except percentage data)
Restructuring $ 76z % 32z % 1,34t 136.€% (76.2)%
Percent of revenue 0.€% 0.2% 1.6%

We recorded restructuring charges of $0.8 millianirtg 2014 consisting of a $0.4 million lease ekiarge related to our corporate headquarter redocat
and $0.4 million in costs related to our data ceapgimization program. We recorded restructurihgrges of $0.2 million in 2013 related to a chaingthe
estimate of our lease exit charge for our formestBo, Massachusetts data center. We recorded @ioadtd$0.1 million of restructuring charges dgif013
pertaining to the restructuring of our China opierat, which are now dormant. We recorded an additi@eeNote 12—Restructuring our consolidated
financial statements included in this Annual Reporf-orm 10-K for additional information.

Liquidity and Capital Resources

As of December 31, 2014, we had cash and cashaqoié and marketable securities of $61.1 milli@hich primarily consisted of cash, money market
funds, U.S. agency and treasury securities andicates of deposit.

Source of funds

We believe, based on our current operating plat,ahr existing cash and cash equivalents, markesglturities and cash provided by operationshweill
sufficient to meet our anticipated cash needs titgast the next 12 months.

From time to time, we may explore additional fingugcsources to develop or enhance our solutioms] &xpansion, respond to competitive pressures,
acquire or to invest in complementary productsjrimsses or technologies, or to lower our cost pitak which could include equity, equity-linkedycadebt
financing. There can be no assurance that anyiadditfinancing will be available to us on accepgaierms, if at all. If we raise additional fundisdugh the
issuance of equity or
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convertible debt or other equity-linked securitiest existing stockholders could suffer significdiitition, and any new equity securities we issogld have
rights, preferences and privileges superior toghafsholders of our common stock.

Our $25 million revolving credit facility expirechdSeptember 30, 2014. We are in negotiations withaamcial institution to finalize the terms of am $2¢
million revolving credit facility that is expected be executed in 2015.

Uses of funds

We have increased our operating and capital expeediin connection with the growth in our openasi@nd the increase in our personnel, and we
anticipate that we will continue to increase sugbemaditures in the future. Our future capital regoients may vary materially from those now planaed will
depend on many factors, including:

¢ potential future acquisition opportuniti

« the levels of advertising and promotion requireddquire and retain custome

* expansion of our data center infrastructure necgssasupport our growt

e growth of our operations in the U.S. and worldw

¢ our development and introduction of new solutiars

« the expansion of our sales, customer support, reisead development, and marketing organizatiol

Future capital expenditures will focus on acquiratljlitional data storage and hosting capacity @ameigal corporate infrastructure. We are not culyent
party to any purchase contracts related to futapital expenditures, other than short-term purcladers.

Cash flows

The following table provides a summary and desienipdf our net cash inflows (outflow) for 2014, Z)&and 2012.

Years Ended December 31,

2014 2013 2012
(in thousands)
Net cash provided by operating activities $ 22,67¢ $ 14,62 $ 9,19t
Net cash used in investing activities (31,12¢) (9,297 (29,807
Net cash provided by financing activities 4,23¢ 4,72¢ 1,10z

Operating activities

Our cash flows from operating activities are sigpaifitly influenced by the amount of our net logevgh in subscription sales and customer growth,
changes in working capital accounts, the timingrepayments and payments to vendors, add-backsetash expense items such as depreciation and
amortization, and stock-based compensation expense.

In 2014, cash provided by operating activities %28.7 million, which was primarily driven by a $5llion increase in deferred revenue associated wi
an increase in subscription sales. Net cash inffoeva operating activities included other changeworking capital of $2.9 million, due to the tingiof
payments and customer receipts, increase in ofisetsaand long-term liabilities of $4.5 million amoh-cash charges of $19.1 million, including $1i8ion
of depreciation and amortization, $6.1 million tdck-based compensation, and $0.5 million in ottercash items. These cash inflows were partially oty
our net loss of $9.4 million.

In 2013, cash provided by operating activities %&4.6 million, which was primarily driven by an 88nillion increase in deferred revenue associatial
the increase in subscription sales and customevtiyriNet cash inflows from operating activitiesliued non-cash charges of $17.4 million, includhi@.6
million of depreciation and amortization, and $milion of stock-based compensation. These cadbvirsf were partially offset by our net loss of $1tilion
and a $0.6 million increase in prepaid expenseso#mer current assets.

In 2012, cash provided by operating activities $#2 million, which was primarily driven by a $14wlllion increase in deferred revenue associated wi
the increase in subscription sales and customeathriNet cash inflows from operating activitieslired non-cash charges of $16.3 million, includhii®.8
million of depreciation and amortization and $4.ilion
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of stock-based compensation. These cash inflows petially offset by our net loss of $18.9 milliandecrease in accounts payable and accrued espehs
$1.8 million, and a $0.6 million increase in prepakpenses and other current assets.

Investing activitie:

In 2014, cash used in investing activities was $3illion, consisting primarily of capital expendlies of $14.5 million related to server equipmert a
other data center infrastructure as well as paysn@sgociated with new corporate headquarter bu#dan increase in restricted cash of $0.8 milf@ma
security deposit, and the use of $15.8 million,afetash acquired, in connection with the acqusitf MailStore Software GmbH in December 2014.

In 2013, cash used in investing activities was $8ilBon, consisting primarily of capital expendias of $9.8 million, for server equipment and ottieta
center infrastructure, partially offset by the ese of $0.5 million of restricted cash as a resfuthe settlement of a dispute.

In 2012, cash used in investing activities was $28illion, consisting primarily of capital expenalies of $13.4 million primarily for server equipni@md
other data center infrastructure, an increasesticted cash of $0.5 million, and the use of $18ilion, net of cash acquired, in connection vihle
acquisition of Zmanda, Inc. In addition, purchaaed maturities of marketable securities netted$@.& million use of cash.

Financing activities
Cash provided by financing activities in 2014 wd23million from the proceeds from the exercisetoftk options.
Cash provided by financing activities in 2013 wéds7dmillion from the proceeds from the exercisetoftk options.

Cash provided by financing activities in 2012 wasl$million from the proceeds from the exercisetofttk options.

Equity
During 2014, 2013, and 2012, we received approxpai4.2 million, $4.7 million and $1.1 million, spectively, in proceeds from stock issuances retlate

to our stock option plan. Proceeds from the exerafemployee stock options vary from period tdguebased upon, among other factors, fluctuatioién
trading price of our common stock and in the exsereind stock purchase patterns of employees.

Our 2011 Equity Award Plan (the 2011 Plan) provifteghe issuance of stock options, restrictedlstand other stock-based awards to our employees,
officers, directors, and consultants and thoseuofsabsidiaries. In connection with the approvathef 2011 Plan, we reserved 1,662,000 shares afhoom
stock for issuance thereunder. On Januaof.each year, beginning on January 1, 2012, thebeumwf shares reserved under the 2011 Plan inardgsthe
lesser of 1,500,000 shares, 4.0% of the outstarstinges of common stock and common stock equivglent lesser amount determined by our board of
directors.

Stock-based compensation expense related to stiity @ompensation plans was $6.1 million in 20848 million in 2013, and $4.1 million in 2012.

Stockbased compensation expense varies from periodrimdpeased upon, among other factors: the timingalmer and fair value of awards granted during
period, and forfeiture levels related to unvestedras.

Off-balance sheet arrangements

As of December 31, 2014, we did not have any offutee sheet arrangements.
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Contractual obligations

The following table summarizes our contractual gdions at December 31, 2014 (in thousands):

Payment Due by Period (1)

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

Office lease obligations $ 2341 $ 3,02 % 5557 $ 436t $ 10,46¢
Hosting facility lease obligations 4,98t 3,031 1,67: 27¢ —
Hosted software solution obligations 2,24¢ 942 1,221 83 —
Consulting obligations 1,11¢ 1,11¢ — — —
Other purchase commitments 2,34¢ 2,34¢ — — —
Total $ 3410¢ $ 10467 $ 8,451 $ 4,72  $  10,46¢

(1) SeeNote 10—Income Taxe® the consolidated financial statements for imfation related to our uncertain tax positions. fitiere payments relate
to uncertain tax positions have not been presénttite table above due to the uncertainty of thewts and timing of cash settlement with the
taxing authorities.

The commitments under our office lease obligat&mswn above consist primarily of lease payment®twrBoston, Massachusetts corporate headquarters
and our Lewiston, Maine customer support faciliyMay 2014, we entered into a lease agreemertduonew corporate headquarters in Boston,
Massachusetts. The initial term of the lease ofygars and one month expires on December 31, 20@¥we have an option to extend the original tefrthe
lease for one successive five-year period. Upoggian of the lease agreement, we were requirgas$d a security deposit of $0.8 million, which widl w
maintain as a letter of credit. Our landlord caavdagainst this letter of credit in the event diadét by us. The facility was made available tdaibegin our
build-out on June 1, 2014, and as such, we begamdiag rent expense at that time. In accordande the lease, we received a tenant improvementatice
throughout the build-out period. The rent expessecorded net of the allowance over the termeliehse. The leasehold improvements associatedtveith
initial build-out are being amortized over the igiterm of the lease. Any additional leaseholdriayements made during the course of occupancybeill
amortized over the shorter of the useful life anaéning life of the lease.

Our Lewiston, Maine support facility lease expiogsJune 1, 2016. We may terminate this lease atiangyafter May 31, 2013 with six months’ notice.
The lease contains a renewal option for an addititmo years and requires us to pay a proportianakases in operating expenses and real eskate after
January 1, 2013.

We also lease a small amount of general officeesspa&unnyvale, California and Munich, Germany uridase agreements that expire in March 2020 and
March 2015, respectively. In connection with ouguisition of MailStore in December 2014, we acqdisesmall office in Viersen, Germany under a lease
agreement that expires in August 2015.

The commitment under our hosting facility obligasoshown above consists of Wakefield, Massachysgttsndler, Arizona, and Phoenix, Arizona data
centers, as well as a Somerville, Massachusetisodaiter which ended on January 31, 2015.

Other purchase commitments shown above consistrafactual commitments to various vendors primdalyadvertising, marketing, and broadband
services.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsd&ASB”) issued ASU 2014-09Revenue from Contacts with Custom¢faSU 2014-09"),
updated guidance and disclosure requirements ¢ogrézing revenue. The new revenue recognitiondstahprovides a five-step analysis of transacttons
determine when and how revenue is recognized. The
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revenue standard is based on the principle thathey should be recognized to depict the transfprarhised goods or services to customers in an attbat
reflects the consideration to which the entity extpéo be entitled in exchange for those good&niices. The guidance will be effective for the Qamy on
January 1, 2017 and may be applied retrospectteaiyach prior period presented or retrospectivetly the cumulative effect recognized as of the dédtaitial
adoption. The Company is currently assessing thengial impact of the adoption of ASU 2014-09 andbnsolidated financial statements.

In July 2013, the FASB issued Accounting Standalddate No. 2013-1Rresentation of an Unrecognized Tax Benefit WhNletzOperating Loss
Carryforward, a Similar Tax Loss, or a Tax Cred&r@/forward Existg"ASU 2013-11") to provide guidance on the presgoeof unrecognized tax benefits.
ASU 2013-11 requires an entity to present an unyeized tax benefit, or a portion of an unrecognieedbenefit, as a reduction to a deferred taxtdesa net
operating loss carryforward, a similar tax lossadax credit carryforward, except as follows:te extent a net operating loss carryforward, alaimex loss,
or a tax credit carryforward is not available a thporting date under the tax law of the appliedlnlisdiction to settle any additional income taxeat would
result from the disallowance of a tax positiontw tax law of the applicable jurisdiction does regjuire the entity to use, and the entity doedntetd to use,
the deferred tax asset for such purpose, the ugnézed tax benefit should be presented in the Girustatements as a liability and should not halmoed
with deferred tax assets. We adopted ASU 2013-1lirfirst quarter of fiscal 2014 and the impacswat material.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risks in the ordinary s®of our business. These risks include primanilgrest rate fluctuation risks and foreign currency
exchange risk.

Interest Rate Fluctuation Rt

Our cash consists of interest bearing bank accowesdid not have lontgerm borrowings as of December 31, 2014. Interesime is sensitive to chanc
in the general level of U.S. interest rates. Thmary objective of our investment activities ispi@serve principal while maximizing income without
significantly increasing risk. Our cash equivalesmsl marketable securities are relatively inseresit interest rate changes. In future periodswilleeontinue
to evaluate our investment policy in order to eaghat we continue to meet our overall objectives.

Foreign Currency Exchange Ri

A portion of our revenues and operating esperare incurred outside the United States andesm@minated in foreign currencies, primarily thed T hese
transactions are subject to foreign currency exgbaate fluctuations when translated into U.S.atell Assets and liabilities of our foreign entitée translate
into U.S. dollars at exchange rates in effect attthlance sheet date, and income and expenseatertrainslated at average rates for the appligadried.
Therefore, fluctuations in foreign currency exchangtes may cause us to recognize transaction gatksses in our statement of operations. A thgiual
change of 10% in appreciation or depreciation neiffn currency exchange rates against the U.Sabfsbm the quoted foreign currency exchange raties
December 31, 2014 would not have a material impaaiur financial results.

Periodically, we enter into short-term foreign ety forward contracts (derivatives) to offset fgneexchange gains and losses generated by the re-
measurement of certain intercompany assets antitiebdenominated in non-functional currencieke$e contracts are not designated as cash floairor f
value hedges and generally are for periods lessdha year. Changes in the fair value of thesevaiives, as well as re-measurement gains and |losste
underlying intercompany assets and liabilities,ramognized in our statements of operations witttierest and other (expense) income, net. A hygiithl
10% change of the foreign exchange rates relatitiee U.S. dollar, all other variables held constaould not have a material impact on the faitueadbf our
outstanding derivatives and our financial results.

While we have implemented certain strategies tagatié certain risks related to the impact of flattons in foreign currency exchange rates, we danno
ensure that we will not recognize gains or losses finternational transactions, as this risk ig patransacting business in an international emnnent. Our
policy does not allow speculation in derivativetingents for profit or execution of derivative inghent contracts for which there are no underlyrpgosures
We do not use financial instruments for tradingomsees and are not party to any leveraged derivatNet every exposure is or can be hedged and.ewher
hedges are put in place based on expected forg@drarge exposure, they are based on forecastdfohwactual results may differ from the originalieste.
Failure to successfully hedge or anticipate cuyaisks properly could affect our consolidated @pieig results.
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As we increase our operations in international retsrkour exposure to potentially volatile movemémt®reign currency exchange rates increases. The
economic impact to us of foreign currency exchamage movements is linked to variability in realgtb, inflation, interest rates, governmental acdiamd
other factors. These changes, if significant, caaldse us to adjust our foreign currency risk sgriats.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Carbonite, Inc.

We have audited the accompanying consolidated balgineets of Carbonite, Inc. as of December 314 20d 2013, and the related consolidated stateré
operations, comprehensive loss, stockholdergiity and cash flows for each of the three yearshe period ended December 31, 2014. These fial
statements are the responsibility of the Compamgsagement. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstais of the Public Company Accounting OversightuBio(United States). Those standards require th
plan and perform the audit to obtain reasonableraase about whether the financial statementsraeedf material misstatement. An audit includesw@rang,
on a test basis, evidence supporting the amouuitslisolosures in the financial statements. An aaldit includes assessing the accounting principgdes an
significant estimates made by management, as weadlvaluating the overall financial statement pregean. We believe that our audits provide a reabte
basis for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material respeck®g tonsolidated financial position of Carboniteg. la
December 31, 2014 and 2013, and the consolidasedtseof its operations and its cash flows for eafctihe three years in the period ended Decemhbe2 @4
in conformity with U.S. generally accepted accongtprinciples.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bogunited States), Carbonite, Ir€internal contrc
over financial reporting as of December 31, 20B4&€dd on criteria established in Internal Contntégrated Framework issued by the Committee ohSpon¢
Organizations of the Treadway Commission (2013 &aork), and our report dated March 10, 2015 exeekss unqualified opinion thereon.

/sl Ernst & Young LLI

Boston, Massachusetts
March 10, 2015
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Carbonite, Inc.

Consolidated Balance Sheets

December 31,

2014 2013

(In thousands, except share
and per share data)

ASSETS

Current assets:
Cash and cash equivalents $ 46,08 $ 50,39:
Marketable securities 15,03: 14,99«
Trade accounts receivable, less allowances fortflduarcounts of $156 and $93 2,412 1,87¢
Prepaid expenses and other current assets 5,22¢ 3,122
Restricted cash 82¢ —
Total current assets 69,57¢ 70,38¢
Property and equipment, net 25,94 22,11
Other assets 2,181 1,177
Acquired intangible assets, net 10,32: 3,95:
Goodwill 23,72¢ 11,53¢
Total assets $ 131,75: $ 109,16:

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 7,346 $ 3,81(
Accrued expenses 10,50¢ 8,15¢
Current portion of deferred revenue 75,49: 69,49¢
Total current liabilities 93,34¢t 81,46«
Deferred revenue, net of current portion 15,93( 14,50:
Other long-term liabilities 7,94( 374
Total liabilities 117,21¢ 96,34(

Commitments and contingencieblgte 11)

Stockholders’ equity:
Preferred stock, $0.01 par value; 6,000,000 sharg®rized; no shares issued — —
Common stock, $0.01 par value; 45,000,000 sharbeared at December 31, 2014 and 2013; 27,207ah23

26,539,975 shares issued at December 31, 20140413 2spectively 272 26E
Additional paid-in capital 152,92( 142,55
Accumulated deficit (139,329 (129,979
Treasury stock, at cost (2,009 shares) (22) (22)
Accumulated other comprehensive income (loss) 69€ (0]

Total stockholders’ equity 14,53¢ 12,82

Total liabilities and stockholders’ equity $ 131,75« $ 109,16:

The accompanying notes are an integral part ofélmmsolidated financial statements.
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Revenue

Cost of revenue

Gross profit

Operating expenses:
Research and development
General and administrative
Sales and marketing
Restructuring charges

Carbonite, Inc.

Consolidated Statements of Operations

Total operating expenses

Loss from operations

Interest and other (expense) income, net

Loss before income taxes
Provision for income taxes
Net loss

Basic and diluted net loss per share attributabmmon stockholders

Weighted-average number of common shares usedriputing basic and diluted net loss per

share

Years Ended December 31,

2014 2013 2012
(In thousands, except share and per share data)
$ 122,62( $ 107,19: $ 84,04:
38,56 34,88: 29,06(
84,05 72,31 54,98:
24,13: 20,91¢ 19,92t
17,86: 14,27¢ 9,92¢
49,88: 47,34¢ 42,71¢
762 322 1,34t
92,63¢ 82,86¢ 73,91%
(8,58¢) (10,557) (18,93
(39€) 2 38
(8,989 (10,550 (18,896
(367) (55) (40)
(9,350) (10,605 (18,936
$ 0.3 $ (041 $ (0.74)
26,816,87 26,166,55 25,503,06

The accompanying notes are an integral part ofetmmsolidated financial statements.
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Carbonite, Inc.

Consolidated Statements of Comprehensive Loss

Years Ended December 31,

2014 2013 2012
(In thousands)

Net loss $ (9,350 $ (10,60 $ (18,93¢)
Other comprehensive income:

Net unrealized (loss) gain on marketable securities (D) 5) 2

Foreign currency translation adjustments 69¢ 5) 4
Total other comprehensive income (loss) 697 (10 6
Total comprehensive loss $ (8,659 $ (10,619 $ (18,930

The accompanying notes are an integral part ofetmmsolidated financial statements.
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in thousands, except share data
Balance at December 31, 2011

Issuance of common stock in connection with stqution
exercises

Stock-based compensation expense
Other comprehensive income

Net loss

Balance at December 31, 2012

Issuance of common stock in connection with stqution
exercises

Issuance of common stock in connection with exerofs
warrant

Stock-based compensation expense
Other comprehensive loss

Net loss

Balance at December 31, 2013

Stock options exercised and vesting of restrictedks
units

Stock-based compensation expense

Tax benefits relating to share-based payments
Other comprehensive income

Net loss

Balance at December 31, 2014

Carbonite, Inc.

Consolidated Statements of Stockholders’ Equity

Common Stock Accumulated

Additional Other Total
Number of Paid-in Accumulated Treasury Comprehensive Stockholders’
Shares Amount Capital Deficit Stock Income Equity

25,137,34 $ 251 $ 127,80° $ (100,43) $ 22 % 3 27,60:
668,78: 7 1,09t 1,10z
4,157 4,157

6 6
(18,93¢) (18,93¢)

25,806,12 $ 25¢ $ 133,05¢ $ (119,37) $ 220 $ 9 13,93:
724,32 7 4,721 4,72¢

9,52t

4,771 4,777
(19 (19
(10,60%) (10,60%)

26,539,97 $ 26& $ 142,55° $ (129,97) $ 220 $ 1) 12,82:
667,74t 7 4,23: 4,23¢
6,06t 6,06%

66 66

697 697
(9,350 (9,350)

27,207,72 $ 272 $ 152,92( $ (139,32) $ 220 $ 69€ 14,53¢

The accompanying notes are an integral part ofelmmsolidated financial statements.
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Carbonite, Inc.

Consolidated Statements of Cash Flows

Years Ended December 31,

2014 2013 2012

(In thousands)
Operating activities

Net loss $ (9,350 $ (10,605 $ (18,93¢)
Adjustments to reconcile net loss to net cash piexviby operating activities:
Depreciation and amortization 12,46¢ 12,59( 10,79¢
Gain (loss) on disposal of equipment — 63 (42)
(Accretion) amortization of (discount) premium omniketable securities (34) (13 15¢
Stock-based compensation expense 6,06¢ 4,771 4,131
Provision for (reduction of) for reserves on acdsueceivable 63 (24) 73
Non-cash restructuring charges — — 1,14¢
Other non-cash items, net 50€ — —
Changes in assets and liabilities, net of acqarssti
Accounts receivable 17 (303) (332)
Prepaid expenses and other current assets (830 (586) (575
Other assets @ (947) 42
Accounts payable 1,952 (1,395 (617)
Accrued expenses 1,71¢ 2,37: (1,157
Other long-term liabilities 4,49¢ (99 48
Deferred revenue 5,61( 8,79¢ 14,44t
Net cash provided by operating activities 22,67¢ 14,62¢ 9,19t
Investing activities
Purchases of property and equipment (14,49 (9,800) (13,417
Proceeds from maturities of marketable securities 16,49¢ 10,25¢ 13,70
Purchases of marketable securities (16,499 (20,25() (16,197
(Increase) decrease in restricted cash (82¢) 50C (500)
Payment for acquisitions, net of cash acquired (15,809) — (13,399
Net cash used in investing activities (31,12¢) (9,297 (29,807
Financing activities
Proceeds from exercise of stock options 4,23¢ 4,72¢ 1,10z
Net cash provided by financing activities 4,23¢ 4,72¢ 1,10z
Effect of currency exchange rate changes on cash (99 5) 4
Net (decrease) increase in cash and cash equisalent (4,30¢) 10,05: (29,507
Cash and cash equivalents, beginning of period 50,39: 40,34: 59,84:
Cash and cash equivalents, end of period $ 46,08¢ $ 50,39: $ 40,34:

Non cash investing and financing activities
Acquisition of property and equipment included ataunts payable and accrued expenses $ 852 $ 1,758 % 2,08

The accompanying notes are an integral part ofélmmsolidated financial statements.
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Notes to Consolidated Financial Statements

1. Nature of Business

Carbonite, Inc. (the “Company”) was incorporatedhia State of Delaware on February 10, 2005 aadi®vider of cloud and hybrid backup solutions.
The Company'’s solutions provide powerful featuraskaged in a simple, cost-effective and secure Braand are designed to address the specific rdeds
small and medium sized businesses (SMBs) and thas.

The Company views its operations and manages #isi&ss in one operating segment.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financial statemieotade the accounts of the Company and its whmlyed subsidiaries. All intercompany accounts
and transactions between the Company and its sabie&lhave been eliminated in consolidation. Tteesesolidated financial statements have been pedgar
accordance with accounting principles generallyepted in the United States (GAAP).

Use of Estimates

The preparation of consolidated financial statesi@ntonformity with GAAP requires management tdkenastimates and assumptions that affect the
reported amounts of assets and liabilities, thelaisire of contingent assets and liabilities atdéie of the financial statements, and the repaedunts of
revenues and expenses during the reporting pekittbugh the Company regularly assesses theseatstmactual results could differ materially frdmege
estimates. Changes in estimates are recorded jretitd in which they become known. The Companebits estimates on historical experience and wuario
other assumptions that it believes to be reasonatder the circumstances. Actual results may diffam management's estimates if past experiencghar
assumptions do not turn out to be substantiallyiate, even if such assumptions are reasonable mhee.

Translation of Foreign Currencies

The functional currency of the Company’s foreighsidiaries is the local currency in which they @ter The financial statements of the Company’s
foreign subsidiaries are translated into U.S. dsll@he Company translates assets and liabilitidseaexchange rates in effect at period-end avelhnges and
expenses at the average exchange rates in efféegdie period. Gains and losses from foreigneney translation are recorded as a component ef oth
comprehensive loss.

Foreign currency transaction gains and lossesaheded in interest and other (expense) incomeinnatr consolidated statements of operationsphet
losses and gains from any related derivative firsmestruments.

Concentration of Credit Risk

Financial instruments that potentially subject@wmmpany to credit risk primarily consist of cashl @ash equivalents, marketable securities, anduatso
receivable. The Company maintains its cash and egsivalents and marketable securities with higakgufinancial institutions and, consequently, the
Company believes that such funds are subject tinmircredit risk. Cash equivalents and marketabisties consist of investment grade debt seesritr
money market funds investing in such securities.

The Company sells its services primarily to consuamel small business customers. Payment for therityapf the Companys sales occurs via credit ca
The Company regularly reviews its accounts recééveddated to customers billed on traditional créelims and provides an allowance for expecteditcred
losses. Due to these factors, no additional creskitbeyond amounts provided for collection lossdselieved by management to be probable in thepg2oryis
accounts receivable. At both December 31, 2014Dmwember 31, 2013, no customer represented 10f@@ of the Company’s accounts receivable balance
and no customer represented 10% or more of the @oy'gprevenue for all periods presented.
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Revenue Recognition

The Company derives revenue from hybrid backuprandvery solutions subscription services. Theséi@es are standalone independent service
solutions, which are generally contracted for a -ottethree -year term. Subscription arrangemerdiside access to use the Comparsérvices via the intern
The Company recognizes revenue in accordance vaitlodnting Standards Codification (“ASC”) 605-10yerall Revenue Recognitiosubscription revenue
is recognized ratably on a daily basis upon adtivabf service over the subscription period, wherspasive evidence of an arrangement with a custerigts
the subscription period has been activated, thee sifixed or determinable, and collection is ceebly assured. Deferred revenues represent pagment
received from customers for subscription servigés o recognizing the revenue related to thosements.

Cash Equivalents and Marketable Securities

The Company considers all highly liquid investmegmischased with an original maturity of three mahless to be the equivalent of cash for the pug
of balance sheet and statement of cash flows peefEn

Marketable securities consist of time depositsldrél treasury securities with maturities of mor@t®0 days . Short-term investments in marketable
securities are classified as available-for-saleamdecorded at fair value with unrealized gaims lasses (excluding other-than-temporary impaitsjen
reported as a separate component of accumulated @imprehensive loss. Realized gains and losskdatines in value judged to be other-than-temyora
are included in income based on the specific ifieation method. Fair value is determined basedwoted market prices. At both December 31, 2014 and
2013, the Company's marketable securities havairgmg maturities within two years and have a totat basis of $15.0 million .

The Company reviews its investments for other-tteamporary impairment whenever evidence indicatasah investment’s carrying amount is not
recoverable within a reasonable period of time.r&heere no other-than-temporary impairments duttiegyears ended December 31, 2014 , 2013, and.2012

Property and Equipment

Property and equipment are stated at cost. Experdifor repairs and maintenance are charged &nsgpas incurred. Upon retirement or sale, theafost
the assets disposed of and the related accumuefgédciation are eliminated from the accounts arydr@sulting gain or loss is reflected in the cdicsded
statement of operations. Depreciation and amoitizas provided using the straight-line method otver estimated useful lives of the assets, whiehaar
follows:

Asset Classification Estimated Useful Life
Computer equipment 2 - 4 years
Software 3 years
Internal use software 2 -4 years
Furniture and fixtures 5 years
Leasehold improvements Shorter of useful lifeesnaining life of lease

Impairment of Long-Lived Assets

The Company reviews property and equipment andgilide assets for impairment whenever events ongdsiin circumstances indicate that the carrying
amount of an asset may not be recoverable. Ifdbeverability of these assets is considered taonpaired, the impairment to be recognized equalsutheunt
by which the carrying value of the assets excesdsstimated fair value. The Company has not ifledtany impairment of its long-lived assets as of
December 31, 2014, 2013, and 2012 .

Business Combinations

In accordance with ASC 808Business CombinatioffdSC Topic 805), the Company recognizes tangibteiatangible assets acquired and liabilities
assumed based on their estimated fair values. Detigrg these fair values requires management teersaaificant estimates and assumptions, espeaiétty
respect to intangible assets.

The fair value of identifiable intangible assetb&sed on detailed valuations that use informatmhassumptions provided by management, whichctefle
management’s best estimates of inputs and assumgtat a market participant would
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use. The Company’s identifiable intangible assetgigied consist of developed technology, customlationships, tradenames, and non-compete agreement
Developed technology consists of products that mesehed technological feasibility, and tradenarepsesent both acquired company and product names.
Customer relationships represent the underlyirgticgiships and agreements with customers of theismhicompany’s installed base. Noompete agreemel
represent the protection against the loss of basiaad resultant cash flows from direct competition

Goodwill and Acquired Intangible Assets

The Company records goodwill when considerationd paa business acquisition exceeds the fair vafuke net assets acquired. The Compsaugtimate
of fair value are based upon assumptions beliewde reasonable at that time but that are inhgrenttertain and unpredictable. Assumptions may be
incomplete or inaccurate, and unanticipated eventircumstances may occur, which may affect tleaigcy or validity of such assumptions, estimates o
actual results.

Goodwill is not amortized, but rather is testedifopairment annually or more frequently at the réipg unit level if facts and circumstances warrant
review. The Company has determined that theresisgle reporting unit for the purpose of conductinig goodwill impairment assessment. For purpoges
assessing potential impairment, the Company estgrtae fair value of the reporting unit (basedten@ompany’s market capitalization) and compariss th
amount to the carrying value of the reporting (a# reflected by the Company’s total stockholdeglity). If the Company determines that the cagwalue
of the reporting unit exceeds its fair value, apainment charge would be required. The Companywiahgoodwill impairment test is at November 30th o
each year. To date, the Company has not identfgdmpairment to goodwill.

Intangible assets acquired in a business combmatie recorded at their estimated fair valuesatidte of acquisition. The Company amortizes aequir
intangible assets over their estimated useful Ibeesed on the pattern of consumption of the ecombemefits or, if that pattern cannot be readiliedwuined,
on a straight-line basis. The Company reviewsiiarigible assets with definite lives for impairmesiten events or changes in circumstances indibatetie
related carrying amount may not be recoverableddte, the Company has not identified any impairneéour long-lived assets.

Internal-use Software and Website Development Costs

The Company follows the guidance of ASC 350-#@ternal Use Softwareand ASC 350-50Website Development Costis accounting for its software
and website development costs. The costs incunrétei preliminary stages of development are exmgkaséncurred. Once an application has reached the
development stage, internal and external costirgtt and incremental, are capitalized until thplation is substantially complete and readyif®intended
use, at which point the costs are amortized oweetlimated useful life of the software. As of Dmaber 31, 2014 , the Company has capitalized $1ldmbf
costs associated with internal-use software andadiaed no such costs as of December 31, 2013 tHeoyear ended December 31, 2014 , the Company
recorded $0.1 million of amortization expense edb capitalized internal-use software. There m@mamortization expense of capitalized amountsroszb
for the years ended December 31, 2013 and 2012 .

Advertising Expenses

The Company expenses advertising costs as incubethg the years ended December 31, 2014 , 2@hd 2012 , the Company incurred approximately
$18.0 million , $25.2 million , and $24.1 milliori advertising expense, respectively, which is ideld in sales and marketing expense in the acconmgany
statements of operations.

Accounts Receivable

Accounts receivable are recorded at the invoiceouent The allowance for doubtful accounts is thenPany’s best estimate of the amount of probable
credit losses in the Company’s existing accourtsivable. The Company specifically analyzes histdrbad debts, the aging of the accounts receiyable
creditworthiness, and current economic trendsy&duate the allowance for doubtful accounts. Pastlthlances are reviewed individually for colledigb
Account balances are charged off against the alloeafter all means of collection have been exleausind the potential for recovery is considereaote.
The Company also maintains an allowance for safesirs and credits to customers for which the Caompas the ability to estimate based upon histbrica
experience. The allowance is recorded as a reduiticevenue.

Income Taxes

The Company provides for income taxes under thlilwmethod. Deferred tax assets and liabilitee determined based on differences between fiak
reporting and tax bases of assets and liabilitiesaae measured using the enacted tax
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rates in effect when the differences are expededverse. Deferred tax assets are reduced byatiai allowance to reflect the uncertainty asgediavith
their ultimate realization.

The Company accounts for uncertain tax positionegaized in the consolidated financial statemeptgrescribing a more-likely-than-not threshold for
financial statement recognition and measuremeattak position taken or expected to be taken axadturn.

Segment Information

Operating segments are defined as componentsaritarprise engaging in business activities for Whiiscrete financial information is available and
regularly reviewed by the chief operating decisiaeker in deciding how to allocate resources arabgessing performance. The Company views its opesat
and manages its business in one operating segffentCompany does not disclose geographic informdtiorevenue and long-lived assets as revenue and
long-lived assets located outside the United Stdtesot exceed 10% of total revenue and total asset

Accounting for Stock-Based Compensation

The Company recognizes stock-based compensatiam e@spense in the financial statements based oestireated fair value for stock-based awards
granted over the requisite service periods foibe&zidual awards, which generally equals the vesperiods. The Company uses the straight-line tima¢ion
method for recognizing stock-based compensatioeresga The Company estimates the fair value of siptikns on the date of grant using the Black-Sehol
option-pricing model, and the fair value of optawards with market based vesting provisions ord#ite of grant using a lattice model with a Montet€a
simulation. These models require the use of highlyjective estimates and assumptions, includinge®g stock price volatility, expected term of aragd,
risk-free interest rate, and expected dividenddyi€he grant date fair value of restricted stocksugranted is based on the fair value of the ugoher common
stock on the date of grant.

Costs Associated with Exit Activities

The Company accounts for employee termination hisrtéfat represent a one-time benefit in accordantte ASC Topic 420EXxit or Disposal Cost
Obligations(ASC Topic 420). Other costs associated with edtitvdies include contract termination costs, irdihg costs related to leased facilities to be
abandoned or subleased, expensed in accordancAS@HTopic 420.

Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standardsd&ASB”) issued Accounting Standards Update 20924 Revenue from Contacts with Customers
(“ASU 2014-09"), updated guidance and discloseuirements for recognizing revenue. The new rezeacognition standard provides a fistep analysis
transactions to determine when and how revenweiggnized. The revenue standard is based on thegé that revenue should be recognized to deipéect
transfer of promised goods or services to custoimeais amount that reflects the consideration tichvthe entity expects to be entitled in excharayetfose
goods or services. The guidance will be effectorettie Company on January 1, 2017 and may be apteospectively to each prior period presented or
retrospectively with the cumulative effect recoguizs of the date of initial adoption. The Compiargurrently assessing the potential impact ofattheption
of ASU 2014-09 on its consolidated financial stagets.

In July 2013, the FASB issued Accounting Standatpdate No. 2013-1Rresentation of an Unrecognized Tax Benefit WhiletaOperating Loss
Carryforward, a Similar Tax Loss, or a Tax Credar@/forward Existq"ASU 2013-11") to provide guidance on the presgomaof unrecognized tax benefits.
ASU 2013-11 requires an entity to present an unyeized tax benefit, or a portion of an unrecognieedbenefit, as a reduction to a deferred taxtdesa net
operating loss carryforward, a similar tax lossadax credit carryforward, except as follows:te extent a net operating loss carryforward, alaimex loss,
or a tax credit carryforward is not available a thporting date under the tax law of the appliedlnlisdiction to settle any additional income taxeat would
result from the disallowance of a tax positiontw tax law of the applicable jurisdiction does regjuire the entity to use, and the entity doedntend to use,
the deferred tax asset for such purpose, the ugnézed tax benefit should be presented in the Girustatements as a liability and should not bhalmoed
with deferred tax assets. The Company adopted A®EL3-21 in the first quarter of fiscal 2014 and itth@act was not material.
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3. Net Loss per Share

The Company calculates basic and diluted net lessipare of common stock by dividing the net lgsthle weighted average number of unrestricted
common shares outstanding for the period. Thevailg potentially dilutive common stock equivalehtsse been excluded from the computation of diluted
weighted-average shares outstanding as of Dece®ib@014 , 2013 , and 2012 as they would be ahtite due to the Company’s net losses (in thousand

Years Ended December 31,

2014 2013 2012
Options to purchase common stock 3,33( 3,322 3,294
Warrant — — 11
Restricted stock units 85C — —
Total 4,18( 3,322 3,30¢

4. Fair Value of Financial Instruments
Derivative Instruments
Nor-designated Foreign Currency Contracts

The Company uses foreign currency forward contrastgart of our strategy to manage exposure retatideign currency denominated intercompany
monetary assets and liabilities. The Company hadesignated these forward contracts as hedgitgiments pursuant to ASC 81Berivatives and Hedgin
and accordingly, we recorded the fair value of ¢haantracts at the end of each reporting perianiinconsolidated balance sheet, with changes ifathgalue
recorded in earnings as interest and other (expéms@me, net in our consolidated statement of ap@ns. These currency forward contracts are etiete
for periods consistent with currency transactiopasures, generally less than one year . At DeceBhe2014 , we had outstanding contracts withal tot
notional value of $30.6 million .

The following table provides a quantitative summaiyhe fair value of derivative instruments nosidmated as hedging instruments as of December 31,
2014 (in thousands):

Fair Value
Description Balance Sheet Classification December 31, 2014 December 31, 2013
Non-Designated Hedding Instruments
Foreign currency contracts Prepaid expenses dmadt otirrent assets $ 55¢ $ —
Total derivative instruments $ b5¢ % —

The following tables summarize the gains relateid#éve instruments not designated as hedgingunstnts for the year ended December 31, 2@M.3
and 2012 (in thousands):

Years Ended December 31,
Location in Statement of Operations 2014 2013 2012
Foreign currency contracts Interest and other (expense) income, net $ 807 $ — 3 —

Other Fair Value Measurements

The Company applies the guidance in ASC &0r Value Measurements and DisclosuréaSC 820), which provides that fair value is lshea the price
that would be received to sell an asset or patchtwsfer a liability in an orderly transaction besm market participants at the measurement datedbr to
increase consistency and comparability in fair gaheasurements, ASC 820 establishes a fair vadwarbhy that prioritizes observable and unobseevabl
inputs used to measure fair value into three bteagls, which are described below:

Level 1: Quoted prices (unadjusted) in active marketsdhaticcessible at the measurement date for asdetbilities. The fair value hierarchy gives the
highest priority to Level 1 inputs.

Level 2: Other inputs that are observable directly or iectily, such as quoted prices for similar assetdiabdities or market corroborated inputs.
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Level 3: Unobservable inputs are used when little or noketadlata is available, which requires the Compargetvelop its own assumptions about how
market participants would value the assets orlitas. The fair value hierarchy gives the lowesbpty to Level 3 inputs.

In determining fair value, the Company utilizesualon techniques that maximize the use of obsévaputs and minimize the use of unobservable
inputs to the extent possible in its assessmefaiofalue.

The Company’s assets and liabilities that are nredsat fair value on a recurring basis, by levéthin the fair value hierarchy are summarized dovs
(in thousands):

December 31, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets:

Cash equivalents—money market funds $ 15,64: $ — $ — $ 15647 $ 1564 $ — $ — $ 15,64
Marketable securities—U.S. treasury securi

and time deposits — 15,03: — 15,03: — 14,99 — 14,99
Foreign currency exchange contracts — 55€& — 55€& — — — —
Total $ 1564: $ 1558 $ — $ 31,23 $ 1564« $ 1499« $ — $ 30,63¢

The Company’s investments in money market fundskassified within Level 1 of the fair value hiechy because they are valued using quoted market
prices. Our marketable securities and foreign aureexchange contracts are classified as Leveltt@mihe fair value hierarchy as they are valuedgis
professional pricing sources for identical or conapée instruments, rather than direct observatarigioted prices in active markets.

5. Acquisitions

Our consolidated financial statements include terating results for each acquired entity fronrétspective date of acquisition. The Company doés no
present pro forma financial information for theseguisitions given their results are not materiabtio consolidated financial statements.

2014 Acquisition
MailStore Software Gmb

On December 19, 2014, the Company completed thgisitign of all of the outstanding capital stock\éilStore Software GmbH (MailStore), for $15.8
million , net of cash acquired. The Company belsetat this transaction advances Company's plaglétsal expansion and enhances the Company's fportfo
of continuity solutions for SMBs, adding email akdéhg and indexing solutions. The Company has nadéired the employees of MailStore.

The results of operations for the acquisition hlaeen included in the Company's operations sincedke of acquisition and were not material for the
periods presented.

The acquisition of MailStore has been accountec$oa business combination and, in accordanceA@t Topic 805, the Company has recorded the
assets acquired and liabilities assumed at thgjrecive fair values as of the acquisition datobews (in thousands):
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Cash acquired $ 2,00¢
Accounts receivable 633
Prepaid and other 1,05(C
Deferred tax asset 58¢
Intangible assets 7,44:
Goodwill 12,50:
Total assets acquired 24,22
Less deferred revenue 1,861
Less other liabilities assumed 2,20(
Less deferred tax liability 2,35z
Net assets acquired $ 17,80¢

Goodwill of $12.5 million was recognized for thecess purchase price over the fair value of thessets acquired. The goodwill recorded in connectio
with this transaction is primarily related to sygies expected to be achieved, the ability to leyerxisting sales and marketing capacity and clestiase
with respect to the acquired product, as well asmae and cash flow projections associated withréutechnologies. Goodwill from the acquisition of
MailStore is included within the Company’s one g unit and is included in the annual review ifopairment. Goodwill is not deductible for tax poses
as this acquisition was a stock purchase.

Identifiable definite-lived intangible assets of &million will be amortized on a straight-line mever their estimated useful lives. Developedhtetogy
consists of products that have reached technoloigiaaibility and tradenames represent acquiredpemy and product names. The Company used the income
approach to derive the fair value of the develagetinology asset. The tradename intangible wagdalging a relief from royalty method, which coesgl
both the market approach and the income approagto@er relationships represent the underlyingiogiships with certain customers to provide ongoing
maintenance services for products sold. To valaetistomer relationships, the Company utilizediibeme approach, specifically a discounted casiv-flo
method known as the multiperiod excess earningbadefThe following table presents the estimatedviaiues and useful lives of the identifiable irgue
assets acquired:

Weighted Average Usefu Risk-Adjusted Discount Rates

Amount Life used in Valuation
(in thousands) (in years)
Developed technology $ 5,45¢ 6 15.5%
Customer relationships 1,61: 8 15.5%
Tradenames 372 6 15.5%
Total identifiable intangible assets $ 7,44

2012 Acquisition
Zmanda, Inc.

In October 2012, the Company completed the acqurisif all of the outstanding capital stock of Zrdaninc (Zmanda). for $13.4 million , net of cash
acquired, which includes a deferred payment of $tildon to certain employees contingent on thetsared employment of such employees. The deferred
payment has been recorded as compensation expesrsthe requisite employment period. The total pase price of the acquisition was allocated to the
tangible and identifiable intangible assets acqu#ed the net liabilities assumed based on thsjraetive fair values on the acquisition date. Téguasition ha
enhanced its small business offering with the ghit backup databases and file systems to thelclnd will enable small businesses to obtainfate
backup solutions that they need from one vendoarfta’s offerings provide IT resellers with affortiglsecure, and easy to use solutions for datagiioh
and recovery for their clients.

The results of operations for the acquisition hia@en included in the Company’s operations sincel#tte of acquisition and were not material for the
periods presented.
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The aggregate purchase price was $14.4 millioolyuding $1.0 million of cash acquired. The Compaggognized the acquisition as follows (in
thousands):

Cash acquired $ 95¢
Accounts receivable 34¢€
Prepaid and other 33
Property and equipment 19
Intangible assets 4,13(
Goodwill 10,02:
Total assets acquired 15,50¢
Less fair value of liabilities assumed 1,15¢
Net assets acquired $ 14,35(

Goodwill of $10.0 million was recognized for thecess purchase price over the fair value of thesstts acquired. The goodwill recorded in connectio
with this transaction is primarily related to thepected synergies to be achieved related to thep@oy’s small business product offerings and thétglbd
leverage existing sales and marketing capacitycastbmer base with respect to the acquired Zmaewés. Goodwill from the acquisition of Zmanda is
included within the Company’s one reporting unitlamincluded in the annual review for impairmeatodwill is not deductible for tax purposes as this
acquisition was a stock purchase.

Identifiable intangible assets of $4.1 million araortized based upon the pattern in which econbemefits related to such assets are realized, hewev
amounts are not less than straight-line. Develdpelnology consists of products that have reachathblogical feasibility and tradenames represemtised
company and product names. The developed technalogyradename intangibles were valued using tief flom royalty method, which considers both the
market approach and the income approach. Custatationships represent the underlying relationshipd agreements with customers of the acquired
company'’s installed based. To value the custoniatioeships, the Company utilized the income apghoapecifically a variation of the discounted céslw
method known as the multiperiod excess earninghadetNoneompete agreements represent the protection aglekiss of business and resultant cash f
from direct competition. The comparative businesisiation method was used to value the non-compgeements. The following table presents the eséichat
fair values and useful lives of the identifiabléaimgible assets acquired:

Weighted Average Useful

Amount Life
(in thousands) (in years)
Developed technology 2,10( 8
Customer relationships 1,40(C 7
Tradenames 40C 8
Non-compete agreements 23C 3
Total identifiable intangible assets 4,13( 7.4

6. Goodwill and Acquired Intangible Assets

As of December 31, 2014 and 2013, the carrying amnofugoodwill is $23.7 million and $11.5 milliorrespectively. The following is a rollforward of ou

goodwill balance (in thousands):

December 31,

2014 2013
Balance at beginning of fiscal period $ 11,53¢ $ 11,53¢
Goodwill acquired 12,50z —
Effect of foreign exchange rates (310 —
Balance at end of fiscal period $ 23,72¢ $ 11,53¢
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Goodwill is not amortized. The Company reviews gatticfor impairment at least annually in the foudharter, or on an interim basis if an event or
circumstance occurs indicating the potential fopainment. The Company completed the annual impaitmaview as of November 30, 2014 by estimating the
fair value of the reporting unit (based on the Camys market capitalization) and comparing this amaonhe carrying value of the reporting unit (adeetec
by the Company’s total stockholders’ equity). Thepany determined that goodwill was not impairea date, the Company has had no impairments of
goodwill.

Purchased intangible assets consist of the follg\iimthousands):

December 31, 2014 December 31, 2013
Weighted-
Average
Estimated Gross Net Gross Net
Useful Life Carrying Accumulated Carrying Carrying Accumulated Carrying
(in years) Value Amortization Value Value Amortization Value
Developed technology 6.4 $ 8,30: $ 1,20C $ 7,10: $ 298 $ 761 $ 2,21¢
Customer relationships 7.3 3,152 69t 2,45¢ 1,58( 401 1,17¢
Tradename 7.0 763 10¢€ 65& 40C 58 34z
Non-compete agreements 3.8 38C 274 10€ 38C 167 218
$ 12,59¢ $ 2271 % 10,32: $ 534C % 1,387 $ 3,95:

The Company recorded amortization expense of $@l@m, $0.9 million and $0.3 million for the yemended December 31, 2014 , 2013 and 2012 ,
respectively. Amortization relating to developedheology is recorded within cost of revenue, amzatton of customer relationships is recorded witdtes
and marketing expenses, and amortization of tradesand non-compete agreements is recorded wighiergl and administrative expenses. Future estimate
amortization expense of acquired intangibles i®#sws (in thousands):

2015 $ 1,97¢
2016 1,752
2017 1,627
2018 1,607
2019 1,56¢
Thereafter 1,79¢

$ 10,322

7. Property and Equipment

Property and equipment consists of the followimgtiousands):

December 31,

2014 2013

Computer equipment $ 60,16¢ $ 54,99
Software 2,204 1,911
Furniture and fixtures 1,862 66¢
Leasehold improvements 8,60¢ 1,27¢
Internal-use software 98¢ —
Appliances 65 —

Total property and equipment 73,89t 58,84¢
Less accumulated depreciation and amortization (47,957 (36,739
Property and equipment, net $ 2594 % 22,11:

Depreciation expenses were $11.6 million , $11.Moni, and $10.5 million for the years ended Debem31, 2014 , 2013 , and 2012 , respectively.
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8. Accrued Expenses

Accrued expenses consist of the following (in tfemds):

December 31,

2014 2013

Accrued media spend $ 1,827 $ 2,98¢
Accrued compensation 2,28¢ 1,201
Accrued restructuring 32t —
Accrued tax liabilities 2,39¢ 1,971
Accrued consulting and professional fees 1,57¢ 1,021
Accrued other expenses 2,09z 974

Total accrued expenses $ 10,50¢ $ 8,15¢€

9. Stock-based Awards

The Company's 2005 Stock Incentive Plan (the 20@8)Rprovided for granting of incentive stock oo non-qualified options, restricted stock, oreoth
awards to the Company’s employees, officers, dirgctand outside consultants up to an aggrega&e61,551 shares of the Company’s common stock. In
conjunction with the effectiveness of the 2011 Bgéiward Plan (the 2011 Plan), the CompanBoard of Directors voted that no further stockiays or othe
equity-based awards would be granted under the PG0%

The Company’s 2011 Plan provides for the issuafisgogk options, restricted stock, and other stoaked awards to the employees, officers, directors,
and consultants of the Company or its subsidiahiesonnection with the approval of the plan, tr@r@any reserved 1,662,000 shares of common stock fo
issuance under the 2011 Plan. On Januatpfleach year, beginning on January 1, 2012, thebeumwf shares reserved under the 2011 Plan wilkase by th
lesser of 1,500,000 shares, 4.0% of the outstarstinges of common stock and common stock equivglenanother amount determined by the Company’s
Board of Directors.

As of December 31, 2014 , 79,965 shares of comrumk svere available for future grant under the 2B1dn.

Stock Options

Stock options granted to employees generally west a three - or four -year period, and expireytears from the date of grant. Certain option awards
provide for accelerated vesting if there is a cleaofgcontrol, as defined in the 2011 Plan, as apple. The Company has generally granted stockmptt
exercise prices not less than the fair market vaftiss common stock on the date of grant.

The Company records compensation expense relagtddak options based on the estimated fair valubestock option on the date of grant over the
service periods for the individual awards, whicheplly equals the vesting periods. The Compang tiee straight-line amortization method for recagrg
stock-based compensation expenses.

Determining the appropriate fair value model anldudating the fair value of stock-based paymentrasaequires the use of highly subjective estimates
and assumptions, including the estimated fair vafuitae Company’s common stock. Following its IR Company used the quoted market price of its
common stock to establish fair value of the comrmsimek underlying stock options. Prior to the IP@c&use there was no public market for the Company’s
common stock, the Company’s Board of Directors meirged the fair value of the Company’s common steitk input from management, based on the report
of an unrelated third-party valuation specialist.

The Company estimates the fair value of stock ogtion the date of grant using the Black-Scholemoygricing model. This model requires the use of

highly subjective estimates and assumptions, imetudxpected stock price volatility, expected terhan award, risk-free interest rate, and expedteidend
yield.
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The assumptions used to estimate the fair valtleeo$tock options using the Black-Scholes optidoipg model were as follows for the years ended
December 31, 2014 , 2013, and 2012

Years Ended December 31,

2014 2013 2012

Weighted-average exercise price $ 10.48 % 10.9t $ 9.02
Weighted-average grant-date fair value $ 53t $ 55¢ §$ 4.7:
Black-Scholes Assumptions

Risk-free interest rate 1.88% to 2.10¢ 0.95% to 1.71¢ 0.83% to 1.33¢
Expected dividend yield — — —
Expected volatility 51% to 539 54% 55% to 579
Expected term (in years) 5.8t06.: 5.8106.: 5.5t06.:

Risk-Free Interest Rate

The Company bases the risk-free interest ratetthiaes in the option valuation model on U.S. Tuepgero-coupon issues with remaining maturities
similar to the expected term of the options.

Expected Dividend Yiel

The Company has not paid, and does not anticigata@, cash dividends on shares of common stoeketfbre, the expected dividend yield is assumed to
be zero in the option valuation model.

Expected Volatility

Until the Company’s IPO, as there had been no pubérket for the Company’s common stock, the Complatermined the volatility for options granted
based on an analysis of reported data for a peepgsf companies that issued options with substiygimilar terms. Beginning at the time of ther@uany’s
IPO, the expected volatility of options granted hasn determined using a combination of the hisbriolatility measures of this peer group of conipa for
a period equal to the expected term of the option.

Expected Terr

The Company has limited public historical infornoatito develop reasonable expectations about fatxgecise patterns and post-vesting employment
termination behavior for its stock option grants. &result, for stock option grants made duringytbea's ended December 31, 2014 , 2013, and 2@12 th
expected term was estimated using the “simplifiedhod.” The simplified method is based on the ayewaf the vesting tranches and the contractuabfife
each grant.

Forfeitures

The Company is required to estimate forfeiturehatime of grant and revise those estimates isesyient periods if actual forfeitures differ framose
estimates. The Company uses historical data tmasgipre-vesting option forfeitures and recordskstitased compensation expense only for those awlzaitls
are expected to vest.
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The following table summarizes stock option acjivinder stock incentive plans:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Number of Price per Life Value
Shares Share (in years) (in thousands) (2)
Outstanding at December 31, 2013 3,321,78 $ 9.97 $ 7,73¢
Granted 834,50( 10.4¢
Exercised (618,329 6.84
Cancelled (457,52() 10.6:
Outstanding at December 31, 2014 3,080,43' % 10.6: 774 $ 11,45¢
Exercisable as of December 31, 2014 1,473,79° $ 10.51 6.97 $ 5,614
Vested and expected to vest as of December 31, 2014 2,732,97. $ 10.6( 762 $ 10,22¢

(1) Represents the number of vested stock optierts December 31, 2014 , plus the number of uadestbck options expected to vest as of Decemher 31
2014 , based on the unvested stock options oufstaatl December 31, 2014 , adjusted for estimaigdifures.

(2) The aggregate intrinsic value is calculatethaspositive difference between the exercise mfdbe underlying stock options and the fair markadue of
the Company’s common stock on December 31, 20Jgtedber 31, 2013, and December 31, 2014 .

The total intrinsic value of options exercised dgrthe years ended December 31, 2014 , 2013 ,@I®\2as approximately $3.2 million , $4.4 million ,
and $4.9 million , respectively.

As of December 31, 2014 , 2013, and 2012 , thereapproximately $16.9 million , $8.1 million , a$@.4 million , respectively, of unrecognized stock
based compensation cost, net of estimated foréstuelated to unvested stock options that is égfddo be recognized over a weighted-average pefi@#5s,
2.68, and 2.38 years, respectively. The totatcognized stock-based compensation cost will bestetj for future changes in estimated forfeitures.

Restricted Stock Units

The Company recognizes non-cash compensation expees the vesting term of restricted stock ufite fair value is measured based upon the number
of units and the closing price of the Company’s own stock underlying such units on the dates afitgfauring 2014, the Company granted 920, el rictec
stock units, which includes a grant of 450,000rret&td stock units relating to the hiring of oumnpresident and chief executive officer. Upon vegtand
settlement, each restricted stock unit entitleshibider to receive one share of common stock. Tatalk-based compensation expense recognizedeor th
restricted stock units was $0.8 million for the yeaded December 31, 2014 .

The following table summarizes all restricted staokt activity:

Weighted Average Grant

Number of Shares Date Fair Value
Unvested as of December 31, 2013 — 3 =
Restricted stock units granted 920,11! 12.5¢
Restricted stock units vested (22,42)) 10.2¢
Restricted stock units cancelled (48,079 10.62
849,61¢ $ 12.7:

Unvested restricted stock units as of Decembe@14

Options with Market Based Vesting Conditions

In connection with the hiring of a new presidend @hief executive officer, the Company granted @80,options with market based vesting conditions at
an exercise price equal to the fair market valueshare of the common stock on the date of grah4.84 . The vesting of these options is baseduaet
market prices of the common stock. There are fangetts to be achieved, $ 15.00, $ 17.50 , $ 20a0d $ 22.50 , with 62,500 , or 25% , of the tofations
vesting at each target. The options shall
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vest on the first day after the completion of aqukpf twenty consecutive days in which the comratatk has reached a target price, based upondbimgl
price.

The Company estimates the fair value of optionf wiairket based vesting conditions on the dateaftgrsing a lattice model with a Monte-Carlo
simulation. The model requires the use of subjeatistimates and assumptions, including grant peiqgected volatility, risk-free interest rate anidend

yield. The assumptions used to estimate the fairevaf the options with market based vesting comlit were as follows:

Year ended December 31,

2014
Weighted-average exercise price $ 14.4¢
Weighted-average grant-date fair value $ 7.41
Lattice Model Assumptions
Expected Volatility 51%
Risk-free interest rate 2.2%

Expected dividend yield —

The Company recognizes the stock-based compensaggamse on options with market based vesting tondiin our consolidated statements of
operations on a straight-line basis over the ddraezvice period. Total stock-based compensatiperese recognized for the options with market bassting
conditions was $0.2 million for the year ended Deber 31, 2014.

Stock-based Compensation Expense

Stock-based compensation is reflected in the cateteld statement of operations as follows for thary ended December 31, 2014 , 2013, and 2012 (in
thousands):

Years Ended December 31,

2014 2013 2012
Cost of revenues $ 53¢ $ 50€ $ 44C
Research and development 1,28¢ 95k 1,19¢
General and administrative 3,21¢ 2,25( 1,57¢
Sales and marketing 1,02t 1,06¢ 91:

$ 6,06t $ 4771 $ 4,131

10. Income Taxes

The domestic and foreign components of income Xlbsfore provision for income taxes were as folldgimghousands):

Years Ended December 31,

2014 2013 2012
Domestic $ 295 $ (10,709 $ (17,990
Foreign (11,93¢) 152 (906)

Total $ (8,989 $ (10,550 $ (18,89¢)
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The components of the provision for income taxesaarfollows (in thousands):

Years Ended December 31,

2014 2013 2012
Current:

Federal $ 211 % — 3 —
State 23¢ 14 —
Foreign 5 1 —
45E 15 —

Deferred:
Federal $ 89 $ 40 $ 40
State 1 — —
Foreign = = =
(89) 40 40
Provision for income taxes $ 367 $ 55 $ 40

A reconciliation of income taxes computed usingth8. federal statutory rate to that reflectedperations follows:

Years Ended December 31,

2014 2013 2012
Expected income tax benefit using U.S. federalittay rate 34.C% 34.C% 34.C%
Change in the valuation allowance 79.€ (28.€) (29.€)
Nondeductible stock-based compensation (8.0) (5.1 (2.9
State taxes, net of federal benefit (2.3 3.C 5.4
Foreign rate differential (30.7) — —
Corporate restructuring (55.9) — —
Income tax credits 5.1 3.1 2.8
Provision for tax reserves (17.€) — —
State net operating loss expiration (8.2) (13.0 (0.9)
Other .3 6.1 9.2

(4.9)% (0.5% (0.2)%
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Components of the Company’s deferred tax assettiabilities are as follows (in thousands):

2014 2013
Deferred tax assets:
Net operating loss carryforwards $ 34,90¢ $ 45,36
Research and development tax credit carryforwards 4,12( 5,27¢
Deferred revenue 6,53¢ 5,762
Stock compensation 2,54( —
Other 114 —
Total deferred tax assets 48,22( 56,40:
Valuation allowance for deferred tax assets (46,53 (55,329
Total deferred tax assets, net of valuation allavean 1,68¢ 1,07¢
Deferred tax liabilities:
Amortization (3,289 (591)
Other (164) (587)
Total deferred tax liabilities (3,459 (1,17¢)
Net deferred tax liabilities $ (1,765 $ (104)

For the year ended December 31, 2014 , the Comaoyded a deferred federal tax benefit of $894had , related to the generation of an alternative
minimum tax (AMT) credit, for which a valuation alance was not established as the Company coutddoihe deferred tax liability related to the
amortization of goodwill as a source of taxableoime. For the year ended December 31, 2013 , thep&ayrrecorded a deferred federal tax provisiond®f $
thousand , related to tax amortization of goodviii.of December 31, 2014 , the Company had U.®r&dstate and foreign net operating loss carwdods
of $100.2 million , $57.8 million , and $11.5 milii , respectively. Included in the federal andestedt operating loss carryforward is $9.2 milliowd &7.7
million that relates to excess tax deductions fetatk-based payments, the tax benefit of whichlvélrecorded as an increase in additional paidybital
when the deductions reduce current taxes payahkF&deral net operating loss carryforwards witliexat various dates beginning in 2027 through4203
State net operating loss carryforwards will exgit@arious dates beginning in 2021 through 2038Décember 31, 2014 , the Company had approximately
$4.6 million of federal and state research and ldgweent tax credit carryforwards available to reslfiture income taxes payable, which will expirgatious
dates beginning in the year 2025 through 2034 ofA3ecember 31, 2014 the Company also had feddvAl redits of approximately $235 thousand , which
can be carried forward indefinitely.

Management of the Company has evaluated the pesitid negative evidence bearing upon the realizabflits deferred tax assets. As required by the
provisions of ASC Topic 740ncome TaxefASC Topic 740), management has determined thgniiore-likely-than-not that the Company will ndilize the
benefits of federal, state and foreign deferredassets for financial reporting purposes. Accorginthe deferred tax assets have been fully reseave
December 31, 2014 and 2013 . The valuation alloeddecreased) increased approximately $(8.8) mildiod $4.0 million during the years ended
December 31, 2014 and 2013, respectively, duegpilyrto changes in the net operating loss carwyéods.

Future changes in Company ownership may limit theunt of net operating loss carryforwards and meteand development credit carryforwards tha
be utilized annually to offset future taxable in@end taxes, respectively. In general, an ownerdiapge, as defined by Section 382 of the IntdReakenue
Code of 1986, as amended, results from transadtionsasing the ownership of certain shareholdemiblic groups in the stock of a corporation byrenthan
50 percentage points over a three -year periodcedapon the Company’s analysis as of December@®HY 2there was no ownership change experienced
during 2014 .
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Unrecognized Tax Benefits

A reconciliation of the beginning and ending amoofntinrecognized tax benefits (UTB) is as follouwsthousands):

Gross UTB Balance at December 31, 2013 $ =
Additions based on tax positions related todineent year (69¢)
Acquisition (677)
Additions for tax positions of prior years (1,240
Reductions for tax positions of prior years —
Settlements —
Reductions due to lapse of applicable statutenafditions —
Gross UTB Balance at December 31, 2014 $ (2,619

The Companys accounting for uncertain tax positions is baged determination of whether and how much of abenefit taken by the Company in its
filings or positions is more-likely-than-not to bealized following resolution of any potential cimigiencies present related to the tax benefit. As of
December 31, 2014 , the Company had a total amajumrecognized tax benefits of $2.6 million , dfieh $2.3 millionrepresents the amount of unrecogn
tax benefits that, if recognized, would favorabffieet the effective income tax rate in future peso

The Company recognizes interest and penaltiesrktatuncertain tax positions in income tax expeAseof December 31, 2014 , the Company had no
accrued interest or penalties related to uncetéaimpositions and no amounts have been recognizibetiCompanyg consolidated statements of operations.
statute of limitations for assessment by the IrdgeRevenue Service (IRS) and state tax authoigiepen for tax years ending December 31, 2011222013
and 2014 , although carryforward attributes thatewgenerated prior to tax year 2011 may still jestdd upon examination by the IRS or state takaittes
if they either have been or will be used in a fatperiod. The statute of limitations for assessmbptforeign taxing authorities is generally noeogor years
prior to 2010, although carryforward attributesttivare generated prior to tax year 2010 may stilabjusted upon examinations.

The Company is subject to U.S. Federal income maixvarious state and local taxes in both domesticfareign jurisdictions. In the normal course of
business, the Company is subject to examinatictaxing authorities within these jurisdictions. TIRS completed its audit of the Company's U.S. Falder
income tax return for the tax year ended DecembeP@11 during 2014. The closing of the audit diti result in any proposed adjustments or assessroént
tax relating to the 2011 tax year.

The Company does not reasonably expect that trezagnized tax benefit will change significantly kit the next twelve months.

As of December 31, 2014, a deferred tax liabiliéyg Imot been established for approximately $355siwod of cumulative undistributed earnings of non-
U.S. subsidiaries, which are expected to be retedesdefinitely in operations outside the U.S. @watination of the unrecognized deferred tax lipitin
unremitted earnings is not practical due to unagstaegarding the remittance structure, the mieafnings and earnings for profit pools in the yafar
remittance, and overall complexity of the calcwati

11. Commitments and Contingencies
Operating Leases

The Company leases various facilities under letietsexpire at varying dates through 2024. Centéithese leases contain renewal options, and retfu
Company to pay operating costs, including propexes, insurance, and maintenance.

The Company has lease agreements to rent offiae spdoston, Massachusetts (corporate headquaitersiston, Maine, Sunnyvale, California,
Munich, Germany and Viersen, Germany. The Compasyléase agreements to rent data center spacekigfidld, Massachusetts, Phoenix, Arizona, and
Chandler, Arizona. The Company also maintainedstitng service agreement with a third-party dataderevendor in Somerville, Massachusetts, which dnde
on January 31, 2015. The terms of
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several of these leases include escalating rentraadent periods. Accordingly, the Company reedrd deferred rent liability related to the freetrend
escalating rent payments, and rent is being rezedron a straight-line basis over the terms oféhses. At December 31, 2014 and 2013 , $4.8 midiad
$0.5 million is included in accrued expenses ameolong-term liabilities related to the deferredt; respectively.

In May 2014, the Company entered into a lease aggatfor its new corporate headquarters in Bos#agsachusetts. The initial term of the lease of ten
years and one month expires on December 31, 282d the Company has the option to extend the @iiggmm of the lease for one successive five -year
period. Upon execution of the lease agreemeniCtivapany was required to post a security depo$iod million , which the Company will maintain as a
letter of credit. The Company’s landlord can drayaiast this letter of credit in the event of defdayl the Company. The facility was made availabléhe
Company to begin its buildut on June 1, 2014, and as such, the Company begarding rent expense at that time. In accordavittethe lease, the Compa
received a tenant improvement allowance. The rgmerse is recorded net of the allowance over time ¢ the lease. The leasehold improvements adedcia
with the initial build-out are being amortized ovke initial term of the lease. Any additional lelsld improvements made during the course of ocunpwill
be amortized over the shorter of the useful lifeepnaining life of the lease.

Future non-cancellable minimum lease payments ualtleperating leases as of December 31, 2014agsfellows (in thousands):

Data
Office Center
Years Ended December 31, Leases Leases Total
2015 $ 3,02 % 3,031 % 6,05¢
2016 3,47¢ 85¢€ 4,332
2017 2,081 817 2,89¢
2018 2,181 27¢ 2,45¢
2019 2,18¢ — 2,18¢
Thereafter 10,46¢ — 10,46¢

$ 2341 $ 498t $ 28,391

At December 31, 2014 , the Company subleased oetfite space to third parties, which subleaserime will offset lease payments included in theeabl
above. Total sublease income under contractuaktesi$2.1 million , with both the sublease anduhderlying lease expiring in December 2016 .

Other Non-cancellable Commitments

As of December 31, 2014 , the Company had non-dabte commitments to vendors primarily consistafgdvertising, marketing and broadband
services contracts, as follows (in thousands):

Years Ended December 31, Commitments
2015 $ 4,40¢
2016 66¢€
2017 55E
2018 83
2019 —
$ 5,712

Litigation

In August 2010, Oasis Research, LLC, or Oasis ReBgfiled a lawsuit against us and several of@mpetitors and other online technology compami
the U.S. District Court for the Eastern DistrictTa#xas, alleging that our cloud backup storageicesyand the other companies’ products or seryinftge
certain of Oasis Research’s patents. Oasis Ressaugjit an award for damages in an unspecified amaAdtrial was held in March 2013 and a jury vetdi
was returned against Oasis Research that fournd #ilé asserted patents invalid. On January 8, 2B&5magistrate judge granted Oasis Research’®Nfr
Judgment as a Matter of Law under Rule 50(b) anedradtive Request for a New Trial under Rule 59Tag
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Company is currently reviewing the order with odéstounsel. We are not able to assess with certdiatoutcome of this lawsuit or the amount or eanfy
potential damages or future payments associatddthig lawsuit at this time.

In the ordinary course of business the Companyvgived in litigation incidental to its businessyiever, the Company’s management is not awareyof an
other pending legal proceeding or other loss cgeticy, whether asserted or unasserted, affecten@timpany for which it might become liable or the
outcome of which management expects to have a i@atapact on the Company.

12. Restructuring

In the fourth quarter of 2014, the Company exitit® space and relocated its corporate headqsaiée relocation was made to facilitate growtlthef
Company and the related increase in headcounssiocation with the exit of the former office spaitee Company recorded a charge of $0.4 milliohet
cease-use date in accordance with ASC Topic BfiD or Disposal Cost ObligationsAlso during the fourth quarter, the Company reeorcosts to optimize
the operating efficiencies of its data centers Whicluded the exit of a facility and relocationitsf equipment to an existing data center. As alres these
efforts, there were costs totaling $0.4 milliorthe fourth quarter of 2014.

In March 2012, the Company closed its Boston, Metsssetts data center and transitioned the compgtépment and operations located at that facidity t
its other Massachusetts data centers. The tramsitis designed to take advantage of cost-reducid@perating efficiency opportunities. Activitiedated to
the closure were initiated in the first quarte6fL.2 and were complete by the end of 2013. In ME22Markley Boston, LLC (Markley) filed a lawsuit
against the Company in Massachusetts Superior Geaking $1.6 million in damages related to the gamy’s termination of a data center license in
connection with the closure. On July 17, 2013,Goenpany entered into a confidential agreement iiinkley, pursuant to which the complaint was disas
by Markley with prejudice on October 4, 2013. Theaution of the closure resulted in total chardeblo4 million , of which $0.2 million was for expses to
relocate the Company’s computer equipment, andnedjaash outlays of $1.4 milliariThese expenses have been recorded through thectesng line withir
the Company’s 2013 consolidated statements of tpesa

In November 2012, the Company adopted a plan touetare its workforce in China as part of its coitnnent to reduce costs and enhance long-term
profitability. Activities related to this effort we initiated in the third quarter of 2012 and axpexted to be substantially complete by the secprdter of
2014. The Company estimates that the restructafitige workforce will result in total charges of.&0nillion , and that $0.4 million of the chargesl wesult
in future cash outlays, of which $0.3 million inypaents have been made to date. Charges of $0.i8milve been recorded since the beginning of this
restructuring, of which $0.2 million were attribbta to termination benefits and $0.1 million to sohing fees. These expenses have been recoraraththe
restructuring line within the Company’s consolidhttatements of operations.

As of December 31, 2014 and 2013 , the Companysha&Imillion accrued related to restructuring. A9ecember 31, 2013, the Company had no
amounts accrued related to restructuring.

13. Retirement Plan

The Company has a 401(k) defined contribution ggssjplan for its employees who meet certain emplaoyratatus and age requirements. The plan allows
participants to defer a portion of their annual pemsation on a pre-tax basis. Effective JanuaPp12, the Company elected to make a matching &anion
of up to 4% of each employee’s wages. For the gderémding December 31, 2014, 2013 and 2012, thearpense for the Company’s matching contributions
to the plan was $0.9 million , $0.7 million , an@.& million , respectively.

14. Subsequent Events

On December 24, 2014, Copper Holdings, Inc., a iytmined subsidiary of j2 Global, Inc. (“j2"), conenced an unsolicited tender offer to acquire all of
the outstanding shares of our common stock. Tigeteoffer was subsequently withdrawn. On JanuaB0&5, our Board of Directors adopted a Rights
Agreement, pursuant to which “rights” are issuedlt@Company common shareholders that, if activaigoh an attempted unfriendly acquisition, woultede
and thereby minimize the risk of, any potentialthesakeovers. We have also received noticesrefcthr nominations from Engine Capital, L.P. and j2
Global.
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15. Quarterly Information (Unaudited)

Quarterly results of operations are as followslfimusands, except per share amounts):

For the three months ended:

Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30, June 30, March 31,
2014 2014 2014 2014 2013 2013 2013 2013

Statements of
Operations Data:
Revenue $ 3191« $ 3127« $ 30,29 $ 29,137 $ 28,787 $ 2768: $ 26,21t $ 24,50¢
Gross profit $ 2191 $ 2168 $ 2057 $ 19,877 $ 20,09¢ $ 18,78 $ 17,76 $ 15,67(
(Loss) income from operations $ (4,615 $ 481) $ (2,547 $ 942) $ 341  $ 1,179 $ (2,309 $ (7,41))
Net (loss) income $ (5137 $ 699 $ (2,53¢) $ 982) $ 31E  $ (1,187 $ (2,31) $ (7,419
Basic and diluted net (loss) income
per share $ (019 $ 0.0 $ (009 % (0.09 % 0.01 $ (0.0) $ (009 $ (0.29
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &wated the effectiveness of our disclosure controls
and procedures as of December 31, 2014. The tesulédure controls and procedures,” as definedule®R13a-15(e) and 15d-15(e) under the Exchange Act
means controls and other procedures of a compatyath designed to ensure that information requodzt disclosed by a company in the reports tHaes
or submits under the Exchange Act is recorded,qe®ed, summarized and reported within the timegepecified in the Securities and Exchange
Commission’s rules and forms. Disclosure controld procedures include, without limitation, contrated procedures designed to ensure that information
required to be disclosed by a company in the repbett it files or submits under the Exchange A@dcumulated and communicated to the company’s
management, including its principal executive andgipal financial officers, as appropriate to &alltimely decisions regarding required disclosure.
Management recognizes that any controls and proesdoo matter how well designed and operatedpoaride only reasonable assurance of achieving thei
objectives and management necessarily appliesdtgient in evaluating the cost-benefit relationgtfipossible controls and procedures. Based on the
evaluation of our disclosure controls and proceslaeof December 31, 2014, our Chief Executivec®ffand Chief Financial Officer concluded thatphs
such date, our disclosure controls and proceduegs effective at the reasonable assurance level.

Management's Annual Report on Internal Control Over Financing Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting. Internal control over financial regog
is defined in Rule 13a-15(f) and 15d-15(f) undex Bxchange Act as a process designed by, or undeupervision of our principal executive and gpat
financial officers and effected by our board ofdiors, management, and other personnel to prosa®nable assurance regarding the reliabilitynafitcial
reporting and the preparation of financial stateimiéor external purposes in accordance with gelyematepted accounting principles and includesehos
policies and procedures that:

e pertain to the maintenance of records that in resle detail accurately and fairly reflect the s@ctions and disposition of our ass

¢ provide reasonable assurance that transactiengeorded as necessary to permit preparatiomarfidial statements in accordance with generally
accepted accounting principles, and that our réseipd expenditures are being made only in accoedaith authorizations of our management and
board of directors; and

«  provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose, or disposition of our assets that could have a
material effect on our financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections of any evatuatf
effectiveness to future periods are subject taifiethat controls may become inadequate becauskasfges in conditions, or that the degree of campé
with the policies or procedures may deteriorate.

Management assessed the effectiveness of ourahimwntrol over financial reporting as of DecemBgy 2014. Management based its assessment on
criteria established in Internal Control—Integralgdmework issued by the Committee of Sponsorirgaf@izations of the Treadway Commission (2013
Framework) (COSO).

Management's assessment of and conclusion on fibetieéness of internal control over financial repw did not include the internal controls of
MailStore Software GmbH, which is included in thed@mber 31, 2014 consolidated financial statenradr®arbonite, Inc. and constituted less than 3qmrc
of total assets as of December 31, 2014 and lesslttpercent of total revenues, for the year tinelee.

Based on management’s assessment, managemennihgled that our internal control over financiglogiing was effective as of December 31, 2014.
The certifications of our Chief Executive OfficercaChief Financial Officer attached as
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Exhibits 31.1 and 31.2 to this Annual Report onnfrd@0-K include, in paragraph 4 of such certificatipinformation concerning our disclosure contesid
procedures and internal controls over financiabrépg.

Ernst & Young LLP, an independent registered pudticounting firm, has issued a report on our iratecontrol over financial reporting, which is indied
below.

Changes in Internal Control over Financial Reporting

There was no change in our internal control ovearitial reporting identified in connection with tealuation required by Rule 13a-15(d) and 15d-15
(d) of the Exchange Act that occurred during theqaecovered by this Annual Report on Form 10-Kt th@s materially affected, or is reasonably likiely
materially affect, our internal control over findalcreporting.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Carbonite, Inc.

We have audited Carbonite, Inc.’s internal contnegr financial reporting as of December 31, 20B&€dd on criteria established in Internal Conlintégrate:
Framework issued by the Committee of Sponsoringa@mations of the Treadway Commission (2013 frant&yv{the COSO criteria). Carbonite, lsc’
management is responsible for maintaining effeatiternal control over financial reporting, and fts assessment of the effectiveness of internatrobove!
financial reporting included in the accompanyingridgement Annual Report on Internal Control Over Finan&laporting. Our responsibility is to expres:
opinion on the company’s internal control over fingl reporting based on our audit.

We conducted our audit in accordance with the statelof the Public Company Accounting Oversight @ nited States). Those standards require th
plan and perform the audit to obtain reasonablerasse about whether effective internal controlrofieancial reporting was maintained in all matt
respects. Our audit included obtaining an undedstgnof internal control over financial reportirggsessing the risk that a material weakness etestig an
evaluating the design and operating effectivendsmternal control based on the assessed risk, parébrming such other procedures as we consi
necessary in the circumstances. We believe thadwdit provides a reasonable basis for our opinion.

A companys internal control over financial reporting is @pess designed to provide reasonable assuranaeiregthe reliability of financial reporting ande
preparation of financial statements for externatppses in accordance with generally accepted atioguprinciples. A companyg’ internal control ow
financial reporting includes those policies andoeadures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately andiyfagflect the
transactions and dispositions of the assets ofdhgpany; (2) provide reasonable assurance thaacsions are recorded as necessary to permit atépao
financial statements in accordance with generadlyepted accounting principles, and that receipts eqpenditures of the company are being made m
accordance with authorizations of management arettirs of the company; and (3) provide reasonabdeirance regarding prevention or timely deteati
unauthorized acquisition, use, or disposition eftbmpany’s assets that could have a materialteffethe financial statements.

Because of its inherent limitations, internal cohtwver financial reporting may not prevent or @étmisstatements. Also, projections of any evatrati
effectiveness to future periods are subject toriglethat controls may become inadequate becausbasfges in conditions, or that the degree of camed
with the policies or procedures may deteriorate.

As indicated in the accompanying Management’s AhRegort on Internal Control Over Financial Repagtimanagemerg’assessment of and conclusiol
the effectiveness of internal control over finahecgporting did not include the internal controlshailStore Software GmbH, which is included in th@l1<
consolidated financial statements of Carbonite, &mxl constituted less than 3 percent of totaltasseof December 31, 2014 and less than 1 peofeatal
revenues for the year then ended. Our audit ofriatecontrol over financial reporting of Carbonite¢. also did not include an evaluation of theingl contrc
over financial reporting of MailStore Software GmbH

In our opinion, Carbonite, Inc. maintained, in @terial respects, effective internal control ofieancial reporting as of December 31, 2014, basedhe
COSO criteria.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bio@dnited States), the consolidated balance stud
Carbonite, Inc. as of December 31, 2014 and 2048,the related consolidated statements of opemticomprehensive loss, stockholdergquity and cas
flows for each of the three years in the periodeehBecember 31, 2014 of Carbonite, Inc. and owrtefated March 10, 2015 expressed an unqualifpécian
thereon.
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/sl Ernst & Young LLI

Boston, Massachusetts
March 10, 2015

ITEM 9B. OTHER INFORMATION

None.

71




Table of Contents

PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item will be coinied in our definitive proxy statement to be filwidh the Securities and Exchange Commission in
connection with our 2015 annual meeting of stoctterd (the Proxy Statement), which is expected tiildx not later than 120 days after the end offaaal
year ended December 31, 2014, and is incorporatéds Annual Report on Form 10-K by reference.

We have adopted a Code of Business Conduct andsEtiat applies to all of our directors, officemsl@mployees, including our principal executive
officer and principal financial officer. The Cod&Rusiness Conduct and Ethics is posted on our ileelshttp://investor.carbonite.com/governance.cfm

We intend to satisfy the disclosure requirementearigem 5.05 of Form 8-K regarding an amendmenotayaiver from, a provision of this Code of
Business Conduct and Ethics by posting such infooman our website, at the address and locatiecipd above and, to the extent required by tsténky
standards of The NASDAQ Stock Market, by filing ar@nt Report on Form 8-K with the SEC, disclossugh information.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item will be setth in the Proxy Statement and is incorporatetthin Annual Report on Form 10-K by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The information required by this item will be setth in the Proxy Statement and is incorporatetthisn Annual Report on Form 10-K by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
The information, if any, required by this item whlé set forth in the Proxy Statement and is incateal in this Annual Report on Form 10-K by refesn

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item will be setth in the Proxy Statement and is incorporatetthin Annual Report on Form 10-K by reference.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a)(1) Financial Statements

See Index to Consolidated Financial Statementsage g4 of this Annual Report on Form 10-K, whicintsorporated into this Item by reference.

(a)(3) Exhibits

See Exhibit Index to this Annual Report on FormKl,Gwhich is incorporated into this Item by referenEach management contract or compensatory plan
or arrangement required to be filed has been ifiledti
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(b) Exhibits

See Exhibit Index to this Annual Report on FormKL@which is incorporated into this Item by referenc
(c) Financial Statement Schedules

No schedules are submitted because they are nlitatgp, not required or because the informatiomdétuded in the Consolidated Financial Statements
Notes to Consolidated Financial Stateme
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&(the Securities Exchange Act of 1934, the regigthas duly caused this report to be signedson it
behalf by the undersigned, thereunto duly authdrize

CARBONITE, INC.

Dated: March 10, 2015 By: /s/ Mohamad Al

Mohamad Ali
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydliowing persons on behalf of the registranthie
capacities and on the dates indicated.
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Signature
/sl Mohamad Ali

Mohamad Ali

/sl Anthony Folger

Anthony Folger

/sl Cassandra Hudson

Cassandra Hudson

/s/ David Friend*

David Friend

Is/ Jeffry Flowers*

Jeffry Flowers

/sl Charles Kane*

Charles Kane

/sl Todd Krasnow*

Todd Krasnow

/sl Timothy Clifford*

Timothy Clifford

/s/ Pravin Vazirani*

Pravin Vazirani

/sl Stephen Munford*

Stephen Munford

March 10, 2015

*By: /s/ Mohamad Al

*Mohamad Ali Attorney-in-Fact

Title

Chief Executive Officer and Director
(Principal Executive Officer)

Chief Financial Officer
(Principal Financial Officer)

Chief Accounting Officer (Principal Accounting Odér)

Executive Chairman and Director

Director

Director

Director

Director

Director

Director

75

Date

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015

March 10, 2015
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Exhibit No
2.1(1)
3.1(2)
3.2(3)
3.3(4)
4.1(5)
4.2(6)

4.3(7)
4.4(8)
10.1(3)#

10.2(3)#

10.3(6)#
10.4(6)#
10.5
10.6(9)
10.7(10)
10.8(11)
10.9(12)
10.10(13)
10.11(14)
10.12(15)#
10.13(16)t

EXHIBIT INDEX

Description
Share Purchase Agreement relating to alleshin MailStore Software GmbH, dates as of DeeerhB, 2014.

Amended and Restated Certificate of Incation of Carbonite, Inc.

Amended and Restated By-Laws of Carbohite,

Certificate of Designations, Preferences Rights of Series A Junior Participating Prefer&dck of Carbonite, Inc.
Form of Common Stock Certificate.

Third Amended and Restated Investors’ Ridfgreement by and among Carbonite, Inc. and thepe and entities listed on Exhibit A
attached thereto, dated as of December 24, 2009.

Form of Indenture.
Rights Agreement with American Stock Trans§ Trust Company, LLC, dated as of January 95201

Amended and Restated 2005 Stock InceRiae and Form of Incentive Stock Option AgreemBiataqualified Stock Option
Agreement, and Stock Restriction Agreement undeAtimended and Restated 2005 Stock Incentive Plan.

2011 Equity Award Plan and Form of IneenStock Option Agreement, Nonqualified Stock ©ptAgreement, and Stock Restriction
Agreement under the 2011 Equity Award Plan.

Form of Indemnification Agreement by detween Carbonite, Inc. and each of its directotsexecutive officers.
Severance Agreement with David Frientedlas of May 3, 2011.

Amended and Restated Office Lease by Truste€burch Realty Trust to Carbonite, Inc., datedfOctober 17, 2011.
Commercial Lease with Lewiston Properti¢<C, dated as of May 13, 2011.

Turn Key Datacenter Lease with GIP WakdfiLLC, dated as of June 3, 2011.

Turn Key Datacenter Lease with Digitab@hix Van Buren, LLC, dated as of November 29, 2011

First Amendment to the Datacenter Leate @1P Wakefield, LLC, dated as of September 18,12

Second Amendment to the Datacenter LeakeSIP Wakefield, LLC, dated as of March 31, 201

Third Amendment to the Datacenter Ledte GIP Wakefield LLC, dated as of June 11, 2012.

Offer Letter with Anthony Folger, dagsiof November 21, 2012.

Fourth Amendment to the Datacenter é.@ath GIP Wakefield, LLC, dated as of February 2@13.
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Exhibit No
10.14(17)t
10.15(18)t
10.16(19)#
10.17(20)
10.18(21)#
10.19(22)#
10.20(23)#
10.21(24)t
10.22(25)#
10.23(26)#
10.24#
21.1
23.1
24.1
31.1
31.2
32.1
32.2

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

@
@)
©)
“
®
(6)
@)
®
©

(10)

Description
Turnkey Datacenter Lease with Digite2 2 South Price, LLC, dated as of December 31, 2013

Fifth Amendment to the Datacenter Lewitie GIP Wakefield, LLC, dated as of February 612.
Form of Restricted Stock Unit Agreemarder the 2011 Equity Award Plan.

Indenture of Lease by and Between Albladgyette Operating LLC and Carbonite, Inc. datedfaMay 5, 2014.
Form of Stock Restriction Agreementarrttie 2011 Equity Award Plan.

Amended and Restated Offer Letter ®ahielle Sheer, dated as of August 1, 2014.

Promotion Letter Agreement with Cassamtludson, dated October 28, 2014.

Sixth Amendment to the Datacenteseegith GIP Wakefield, dated as of September 30420
Employment Agreement with David Friedated January 8, 2015.

Executive Employment Agreement with sioiad Ali, dated December 3, 2014, as amended 3a8u2015.
Amended and Restated Offer Letter withReienson, dated March 9, 2015.

List of subsidiaries.

Consent of Ernst & Young LLP, independentsteged public accounting firm.

Power of Attorney.

Certification of Chief Executive Officer Puest to Section 302 of the Sarbanes-Oxley Act 6220
Certification of Chief Financial Officer Puemt to Section 302 of the Sarbanes-Oxley Act 6220
Certifications of Chief Executive Officer Buant to Section 906 of the Sarbanes-Oxley AcD622
Certifications of Chief Financial Officer Buant to Section 906 of the Sarbanes-Oxley Ac0622
XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation LinldeaDocument.

XBRL Taxonomy Extension Definition LinklzsaBocument.

XBRL Taxonomy Extension Label Linkbase Dagent.

XBRL Taxonomy Extension Presentation LagdDocument.

Filed as the same numbered exhibit to Regisgr&urrent Report on Form 8-K with the Securides Exchange filed with the Securities and

Exchange Commission on December 15, 2014, andpocated herein by reference.

Filed as the same numbered exhibit to Regisg®uarterly Report on Form 10-Q filed with thec8rities and Exchange Commission on
November 10, 2011, and incorporated herein by eefss.

Filed as the same numbered exhibit to AmendMen2 to Registrant’s Registration Statement omFS-1 filed with the Securities and
Exchange Commission on July 13, 2011, and incotpdraerein by reference.

Filed as Exhibit 3.1 to Registrant's CurreepBrt on Form 8-K filed with the Securities and BExege Commission on January 9, 2015 and
incorporated herein by reference.

Filed as the same numbered exhibit to AmendiNen 3 to Registrant’s Registration Statement omFS-1 filed with the Securities and
Exchange Commission on July 25, 2011, and incotpdraerein by reference.

Filed as the same numbered exhibit to Regisg&egistration Statement on Form S-1 filed wité Securities and Exchange Commission on

May 12, 2011, and incorporated herein by reference.

Filed as Exhibit 4.5 to Registrant's RegistraStatement on Form S-3 filed with the Securitied Exchange Commission on November 19,

2013, and incorporated herein by reference.

Filed as Exhibit 4.5 to Registrant's CurreepBrt on Form 8-K filed with the Securities and BExcge Commission on January 9, 2015, and

incorporated herein by reference.

Filed as Exhibit 10.13 to Amendment No. 1 &gRtrant’'s Registration Statement on Form S-Ufiléth the Securities and Exchange
Commission on June 15, 2011, and incorporated mésereference.

Filed as Exhibit 10.14 to Amendment No. Registrant’s Registration Statement on Form Setlfikith the Securities and Exchange
Commission on June 15, 2011, and incorporatedhesereference.
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(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)
(23)
(24)
(25)

(26)

+

Filed as Exhibit 10.17 to Registrant’s AnnRa&lport on Form 10-K filed with the Securities ddhange Commission on March 7, 2012, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant’s Qudpt&eport on Form 10-Q filed with the Securitiesld&xchange Commission on May 3, 2012, and
incorporated herein by reference.

Filed as Exhibit 10.2 to Registrant’s Qudyt&eport on Form 10-Q filed with the Securitiesidxchange Commission on May 3, 2012, and
incorporated herein by reference.

Filed as Exhibit 10.24 to Registrant’s AnnRajport on Form 10-K filed with the Securities dahdthange Commission on March 6, 2013, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant’s CurrBefport on Form 8-K filed with the Securities andcEange Commission on January 2, 2013, and
incorporated herein by reference.

Filed as Exhibit 10.19 to Registrant's AnnRaport on Form 10-K with the Securities and Exgga@ommission on March 5 2014, and
incorporated herein by reference.

Filed as Exhibit 10.24 to Registrant's AnnRaport on Form 10-K with the Securities and Exgga@ommission on March 5 2014, and
incorporated herein by reference.

Filed as Exhibit 10.25 to Registrant's AnnRaport on Form 10-K with the Securities and Exgga@ommission on March 5 2014, and
incorporated herein by reference.

Filed as Exhibit 10.28 to Registrant's AnnRaport on Form 10-K with the Securities and Exgga@ommission on March 5 2014, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant's QudytBeport on Form 10-Q with the Securities and Exade Commission on May 6, 2014, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant's Curfieeport on Form 8-K filed with the Securities andcEange Commission on June 4, 2014, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant's QudytBeport on Form 10-Q with the Securities and Exae Commission on August 5, 2014, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant's Curf@aport on Form 8-K filed with the Securities andcEange Commission on November 3, 2014, and
incorporated herein by reference.

Filed as Exhibit 10.1 to Registrant's QudytBeport on Form 10-Q filed with the Securitiesldixchange Commission on November 6, 2014,
and incorporated herein by reference.

Filed as Exhibit 99.1 to Registrant's Curfieaport on Form 8-K filed with the Securities andcEange Commission on January 9, 2015, and
incorporated herein by reference.

Filed as Exhibit 99.2 to Registrant's Curfieaport on Form 8-K filed with the Securities anccEange Commission on January 9, 2015, and
incorporated herein by reference.

Indicates a management contract or compensglany

Portions of this exhibit have been omitted pegdi determination by the Securities and Excharayergission as to whether these portions should be
granted confidential treatment.
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Amended and Restated

Office Lease
by
Trustees of Church Realty Trust,Landlord
to
Carbonite, Inc. Tenant
of
Premises
being the 2™, 3™, 14™ 15" and 19" floors
of
177 Huntington Avenue

Boston, Massachusetts

Dated as of: October 17, 2011

This cover page is for identification only and is ot part of the Lease.

Exhibit 10.5




AMENDED AND RESTATED OFFICE LEASE ( “Lease”) by Barbara F. Burley, Harley L. Gatesg d&obert A.
Herlinger, as they are all of the Trustees of ChiRealty Trust (“Landlord”) and Carbonite, Inc. éffant”), as each is further
described below, dated as of October 17, 2011.

RECITALS

A. By a lease dated as of June 25, 2009 by andeeetwandlord and Tenant (the “4d4nd 15"Floor Lease”), Tenant
has agreed to lease from Landlord the" aad 15"floors of the 26 story office building known andmiered as 177 Huntington
Avenue in Boston, Massachusetts (the “Building”).

B. By a lease dated as of May 20, 2010 by and letwendlord and Tenant (the*®loor Lease”), Tenant has agreed
to lease from Landlord the'Jloor of the Building.

C. Landlord and Tenant have each agreed to incatgtne 14'and 15"Floor Lease and the"¥Floor Lease into this
Lease and the 1%and 15"Floor Lease and the"®loor Lease shall, upon execution of this Leasaldmmed amended and restated
and incorporated in their entirety into the termd aonditions set forth in this Lease.

D. Landlord has also agreed to lease thfd=Bor and 19"Floor of the Building to Tenant and Tenant has edr®
lease same from Landlord on the terms and congiten forth in this Lease.

E. Unless otherwise expressly provided hereirnteaths and conditions set forth in this Lease siggly equally to
each floor comprising the Premises as describexhbel

AGREEMENT

NOW, THEREFORE, in consideration of the mutual agrents herein contained, and for other good andhiée
consideration, the receipt and sufficiency of whath hereby acknowledged, the parties hereto hergiee as follows:

1. Reference Data and Definitions
When used in this Lease, the following terms wéll’é the meanings specified in this Section 1:

1.1. Landlord . Trustees of Church Realty Trust, under Deed asfTdated May 2, 1946, recorded with Suffolk Regist
Deeds, Book 6223, Page 545 (the “Deed of Trust”).

1.2. Tenant.Carbonite, Inc., a Delaware corporation.




1.3. Property. The Building and the land immediately adjoining Bglding, including adjacent sidewalks.

1.4. Premises7,955 rentable square feet of space on each &the ™, 14™, 15"and 19"floors of the Building, more
particularly shown on the Floor Plans attachedxdstit A and as more particularly described in Dg#®n of Premises that appe
as part of Exhibit A. The parties agree that arreggte of 39,775 square feet is a reasonable apmpab&n of the rentable area of 1
Premises and further agree that neither partybeikentitled to change that number based on a reureraent of the Premises.

1.5. Common AreasThe Common Areas of the Property are: the Land éetvHuntington Avenue and the Building, the
ground floor lobby, all passenger elevators, te@ht elevator, all emergency stairs between tleenes and the ground floor,
bathrooms open to all other users of the Buildargl, subject to Section 6, the escalator betwetotiby and the underground
garage.

1.6. Term.The floors comprising the Premises shall be leésethe respective terms set forth below:

(@) 14"™and 15"Floors — approximately six years and nine montbgjriming on the Commencement Date set forth
for such floors in Section 1.7(a) and ending inegknts at 5:00 p.m. local time on December 316201

(b) 3"Floor — approximately five years and nine montkgjibning on the Commencement Date set forth fon suc
floor in Section 1.7(b) and ending in all event&#&0p.m. local time on December 31, 2016.

(c) 19"Floor — approximately five years and three monieglinning on the Commencement Date set forth fon su
floor in Section 1.7(c) and ending in all event&®&0p.m, local time on December 31, 2016.

(d) 2™Floor — approximately four years and three montleginning on the Commencement Date set forth fon su
floor in Section 1.7(d) and ending in all event$®0p.m. local time on December 31, 2016.

Except as provided in Section 23 below, Tenant kélte no right to extend the Term for any floothe Premises
beyond the last day of the applicable Term desdrédimve.

1.7. Commencement Date.
(@) 14"and 15"Floors — September 21, 2009

(b) 3"Floor — September 24, 2010




(c) 19"Floor- The earlier of (i) the date on which Tenant occairy portion of the Premises located on th& 19
Floor and begins conducting business therein an@¢tober 17, 2011, except as this date may begdthas provided in Section 5
below, or such other date on or after the datedfier®the parties may agree in writing; providemlybver, only early occupancy
rent shall be due in the early occupancy prior ¢toBer 17, 2011.

(d) 2"™Floor — The earlier of (i) the date on which Tenantupies any portion of the Premises located er2th
Floor and begins conducting business therein an@¢tober 1, 2012, except as this date may begdthas provided in Section 5
below, or such other date on or after the datedfi@r®the parties may agree in writing.

(e) Tenant's entry into the Premises locatether2™or 19" Floor on or after the date of this Lease to installl
furniture and equipment as provided in Section Wibnot be deemed to be occupancy of the Prenfimegurposes of this Section
1.7.

1.8. Termination Date.The Term will end at 5:00 p.m. local time, Decem®&r2016, or as earlier terminated.

1.9. Rent. “Rent” means the Rent and the early occupandydescribed in Exhibit B attached hereto for tha& periods
specified therein, together with all other amouhg&t Tenant may be required to pay to Landlord uttds Lease.

Rent will be paid as provided in Section 3.

1.10. Permitted UsesAdministrative, executive, and general office uggg enant and Tenant's employees, contractors, anc
agents, and for no other use.

1.11. Uses Not PermittedNotwithstanding the Permitted Uses, neither Tenantany other person or entity claiming
through Tenant and having a right to possess,ausgcupy the Premises or Building shall at anyetim on, or around the Premises
or Building (i) manufacture, develop, sell, displayescribe, dispense or distribute any type aftadtic beverages, tobacco products,
narcotics, pharmaceuticals or other medical pragwziuipment or services, (ii) engage in or prongatbling activities, (iii) sell,
offer, provide, display, dispense, publish, mantufiee; or distribute any publication, product, ongee that is pornographic, lewd,
obscene, or otherwise objectionable in the solsttared judgment and discretion of Landlord oritfdiates, or (iv) other than use
by Landlord or any of its affiliates, use the Pre@si or Building for activities in support or promootof a particular religious
denomination or organization.

1.12. Restricted Affiliations.Neither Tenant nor any other person or entity dlagnthrough Tenant and having a right to
possess, use, or occupy the Premises or Buildialyahany time (i) be affiliated with any entity organization whose principal
business is any of the activities referenced irti&ed..11 (i)-(iii) above, whether or not conduciadon, or around the Premises or
Building. As used in this Section 1.12, to be




affiliated with any entity or organization meansctntrol, to be controlled by, or to be under commontrol with such entity or
organization.

1.13. Security DepositThe initial amount of the Security Deposit as & thate hereof for the Premises is $80,000.00 im cas
or immediately available funds, $45,000.00 of whigmnant has previously delivered to Landlord inreetion with the 14and 15"
Floor Lease, and $35,000.00 of which will be de#geby Tenant to Landlord concurrently with the@xé@n of this Lease. An
additional $20,000.00 in cash or immediately aldddunds shall be delivered to Landlord by Tenartie held as part of the
Security Deposit upon the earlier of (i) the datendich Tenant occupies any portion of the Premisested on the 2'Floor and
begins conducting business therein and (ii) Janliap13, The parties agree that such Security Slfeploall on and after the date
hereof be deemed to apply to all of the Premisethiopurposes set forth in Section 17.6 hereofwiNlostanding the foregoing,
Tenant will have the option at any time after tléechereof, upon ten (10) days’ prior written netic Landlord, to substitute a letter
of credit in the face amount of the cash Securitp@sit referred to above. Upon receipt of a dulycexed letter of credit in form a
content reasonably acceptable to Landlord as peaviidl Section 17.7 hereof, Landlord shall prompttyirn to Tenant the
outstanding balance of the cash Security Depaosit Heing retained by Landlord. Thereafter, Sectio® shall be of no further force
or effect and the Security Deposit shall consitlgmf such letter of credit and be governed fbparposes by Section 17.7 hereof.

1.14. Landlord’s Notice Address

Trustees of Church Realty Trust
Attn: Harley L. Gates, P01-20
210 Massachusetts Avenue
Boston, MA 02115

1.15. Tenant's Notice Address

Carbonite, Inc.

Attention: Andrew Keenan

177 Huntington Avenue, Suite 1500
Boston, MA 02115-3153

With a copy delivered to
Carbonite Legal
Legal@Carbonite.com

1.16. Brokers. None.

1.17. Required Insurance AmountA minimum combined single limit of liability of ndéess than $2,000,000 per occurrence
and a general aggregate limit (combined primaryexwass) of at least $2,000,000.




1.18. Rules and RegulationsThe Rules and Regulations attached hereto as Ex3iiltd which Landlord may from time to
time make reasonable changes, additions or degetiith prior written notice to Tenant.

1.19. Normal Business Hours3:00 a.m. to 6:00p.m. Monday through Friday and@&0n. to 1:00 p.m. on Saturday, legal
holidays excepted. The reception desk in the laifliize Building will be staffed from 8:15 am to 8:pm, Monday through Friday,
excluding holidays.

1.20. Installation of Furniture and Equipment. After the date of this Lease, Tenant may, withbetpayment of any Rent
early occupancy rent, enter the Premises from tariene solely for the purposes of installing fuamé and equipment and
performing the work described in Section 1.21 belomeach case at the times and on the conditipesifeed by Landlord.

1.21. Telephone and Data Line Connection$enant acknowledges that approximately six weeksgsaired to establish
connections with telephone and data utility linthe (‘tel/data service”).

2. Lease of Premises; Quiet Enjoyment.andlord leases the Premises to Tenant, and Tésesds the Premises from Landlord, for
the Terms, at the Rent and upon the other termsamditions of this Lease. Upon paying the Rentaskrving the other
obligations of Tenant hereunder, Tenant may pedceabupy the Premises during the applicable Tameach floor comprising tt
Premises, without disturbance by Landlord or pegssaiming through or under Landlord.

3. Payment of Rent

3.1. Monthly Installments. Except as otherwise expressly provided herein msipect to early occupancy rent, Tenant shall
pay the Rent to Landlord in equal monthly instalitisen advance, on the first day of each calendartmin the amounts set forth
Exhibit B, without offset, notice or demand, at Héord’s Notice Address or such other address aslloath designates by notice to
Tenant. Rent for any partial month at the beginmihgach Term will be determined on a per diemsasthe initial monthly rental
rate applicable to the corresponding floor or flo@without taking into consideration the Rent pdgdbr other floors comprising the
Premises at such time), and will be due on thediy of the following calendar month. Rent for graytial month at the end of the
Term will be determined on a per diem basis antbathly rental rate for the previous month appliedb the corresponding floor or
floors (without taking into consideration the Reat/able for other floors comprising the Premisesuah time), and will be due on
the first day of that previous month.

3.2. Late Payment If Tenant does not pay any Rent when due hereufi@éegnt shall pay Landlord an administration fee in
the amount of $500.00. In addition, past due Refhiaacrue interest at prime plus 3% per annum, Badant shall pay Landlord a
reasonable fee for any checks returned by Tenbatik for any reason.




3.3. Gross Lease This Lease is a so-called “gross lease” suchThatnt's payment of Rent is inclusive of all resfate
taxes, operating costs (other than cleaning), esggrand, as and to the extent provided in Setfipbelow, utilities; provided,
however, that Tenant will be responsible for thetas all maintenance and repair within the Premaeprovided in Section 8,
below. The cost of cleaning the Premises will barghd for separately under the Amended and Redtatettact for Cleaning
Services referred to in Section 10.3, below.

4. Condition of PremisesLandlord represents and warrants to Tenant, aaaff Eommencement Date under this Lease, that(i) th
Premises and all Building systems serving the Fsespiincluding, but not limited to, electrical, rhanical, plumbing, lighting and
HVAC, are in good working order and condition aigthie Premises are adequately served by utilitynections for electricity,

water and sewer. Except as otherwise providedisnSbction 4, Landlord shall deliver the Premisesis”, but in broom clean
condition with a building standard directory in foéby of the Building for Tenant and all otheraets in the Building from time to
time, and with all Building systems serving therRises in good working order and condition. Landlsindll deliver possession of
the Premises located on th&foor with new carpet, lighting, window shadesckiénette space with counter, sink and cabinet (but
no appliances), a tel/data cabinet/enclosure (dsathy agreed by the Landlord and Tenant), a ceadler to provide access from the
front internal stairwell, newly painted ceiling ttughout and walls in back of such Premises, artdiogore-existing partitions (as
mutually agreed by the Landlord and Tenant).

5. Postponement of Commencement Date; Failure to Deer.

5.1 Postponement of Commencement DafBenant is concurrently with the execution of thim@nded Lease paying
Landlord a non-refundable fee of $10,000.00 forrtgkt to postpone the Commencement Date with @spethe 2°Floor from
October 1, 2012 to January 1, 2013. If Tenant glecexercise this right to change such Commencebete, it shall provide
Landlord no later than September 1, 2012 writteticeaf such exercise. Thereafter, the CommenceDat# shall be the earlier of
(i) the date on which Tenant occupies any portibthe Premises located on th& Eloor and begins conducting business therein anc
(i) January 1, 2013.

5.2 Failure to Timely Deliver Premiseslf Landlord fails to deliver possession of the Pis#s located on the"2or 19"
floors to Tenant on or before the corresponding @emcement Date set forth in Section 1.7 hereofaiiemay terminate this Lease
with respect to such floor by 30 days’ notice tomélrd at any time thereafter before the date orchvpossession is delivered to
Tenant, which termination will be Tenant’s sole esin for Landlord’s failure to deliver possessiorsoth portion of the Premises
hereunder. If this Lease has not terminated witpeet to the Zor 19" floor as a result of Tenant’s termination before date on
which possession of the Premises located on soohifi delivered by Landlord, the Commencement Dalldbe the date




on which Landlord delivers possession of tHéa2 19" floor to Tenant in the condition specified for suftdor in Section 4 above.
Landlord and Tenant will promptly execute a Comneenent Date Certificate to memorialize the actuah@@ncement Date for
each of the 2and 19"floors.

6. Use by Tenant; Access.

6.1 Uses of Premises and Common Areas; Acce3&nant may use the Premises only for Tenant's Reanuses, in full
compliance with applicable legal requirements d@dBuilding Rules and Regulations, and will obtainTenant’s expense, any
required permits, licenses and approvals requiyetidmant’s Permitted Uses other than those thadllbad is required to obtain in
order to fulfill its obligations under this Leasgnant may also use those portions of the Commeasiof the Property reasonably
necessary for access to the Premises, as fromtditmae reasonably designated by Landldi@hndlord reserves the right to make .
changes in the Common Areas which Landlord deempsapate, provided that such changes do not naditerimpair Tenant’'s use
of the Premises. Landlord reserves the right te thk escalator between the ground floor lobbythagarking garage out of service
either temporarily or permanently, and Landlord dedant agree that any interruption or terminatibservice will not be deemed a
material impairment either of Tenant’'s use of thenfises or of the parking garage. Tenant will heaeess to the Premises 24 hours
a day, each day of the week; access to the Premitd® by means of a fully integrated proximitgdge system. Landlord shall
maintain a security office in the Building that Wik staffed 24 hours a day, each day of the wieelsuch period of time after the
date hereof as Landlord shall in its sole discretletermine. Tenant will not cause or permit angte@r damage to the Premises or
cause or permit any invitee of Tenant to causeveaste or damage to the Property, or make any udedfremises or the Property
which, by noise, odor, vibration or otherwise migtierfere with the use of the Property by othertitled thereto or lead to an
increase in premiums for Landlord’s insurance, stmall maintain the Premises and the Property fneleckear of liens and
encumbrances attributable to the acts or omissibfignant. Landlord will have the right to entee fAremises at reasonable time:
reasonable notice to inspect the Premises, to wshior windows, to observe or care for birds imgsbn the Building, to perform
Landlord’s obligations, and to show the Premisgsr&spective tenants, purchasers and mortgagees.

6.2 Parking.Tenant’s rights to use the underground parkingggaveill be as provided in the Parking License Agreats
dated as of June 25, 2009 and May 20, 2010 enitei@8y Landlord as Licensor and Tenant as Licemseeurrently with the
execution of the 12and 15" Floor Lease and SFloor Lease, respectively.

7. Tenant Improvements

7.1. Installation. Tenant may install improvements in the Premisdsjestito Landlord’s approval of Tenant's plans,
specifications, contractors, and schedule (“Tesamprovements”), which approval shall be giverLiapndlord within 15 days of




Tenant’s request and shall not be unreasonablyhelith conditioned or delayed; Landlord may conditmy such approval on
Tenant's removal of some or all of Tenant’s Impmoests before the end of the Term as provided iti@ee.2, below. All Tenang
Improvements made or work done by Tenant withinBhiding will be at Tenant’s sole cost and expemdeimprovements will be
made in a good and workmanlike manner and in aaoaelwith all applicable legal requirements.

7.2. RemovalAll Tenant’'s Improvements shall remain in the Pregsiat the end of the Term without compensation to
Tenant, provided that Tenant, at its expense, shialbve, on or before the Termination Date, angtedeic, fiber, telephone and di
cabling and related equipment installed by or lier benefit of Tenant. Tenant shall also removis &xpense, (&) any improveme
identified by Landlord in the course of reviewingriant’'s plans and specifications therefore as reguiemoval, as provided in
Section 7.1, above, and (b) any improvements ilestdly Tenant, which, in Landlord’s reasonable judgt, are not standard office
improvements and are of a nature that would requaterial removal and repair costs and identifigd.&ndlord for removal at the
time of giving its approval. Tenant shall repaiy atlamage caused by the installation or removat®ftires, cables, equipment, and
other improvements.

8. Maintenance of the Premises by TenanSubject to the other provisions of this Sectiofi &ant shall maintain the natructura
portions of each floor comprising the Premiseduidiog those systems or parts of systems that serele floors exclusively, in the
same condition as exist on the corresponding Cornemant Date (or when installed, if installed after Commencement Date) for
such floor or floors or such better condition aststloor or floors or such systems may be placedbirng the Term, in full
compliance with all applicable legal requiremestshject to reasonable wear and tear and othernsiaiscribed in this Section 8.
Tenant will promptly replace any damaged glasséninterior windows and doors of the Premises. mewndl not be responsible for
damage caused by fire or other cause of losstriactaral or other capital repairs or replacementfor repairs or replacements to
any portion of the systems of the Building othexrrtlthose that serve any floor included in the Psemexclusively, and, subject to
the following qualification, for reasonable weadarar. Notwithstanding that Tenant will not bep@ssible for reasonable wear and
tear, Tenant will be responsible to maintain thenfises in good and serviceable condition suitabtbeir Permitted Uses, and to
make such repairs from time to time as are necessdhat end. All repairs by Tenant will be madeaigood and workmanlike
manner, reasonably satisfactory to Landlord, arebmpliance with all applicable legal requiremefisnant shall pay for all
maintenance and repairs for which Tenant is resplens

9. Maintenance of Property by Landlord.Subject to Section 6.1 above and Section 19 bdlawdlord shall maintain the roof,
structural elements, exterior walls, exterior wimdoomponents, including glass, stairways, elevatmsimon corridors, rest rooms
and other common areas to which Tenant and alt oiters of the Building have access, the commatesysand equipment of the
Property, and, subject to Section 8, above, th&dBigj systems serving the Premises, including nogtimited to, electrical,




mechanical, plumbing, lighting and HVAC, in at letiee same condition as on the corresponding Coroemsent Date for each flo
or floors comprising the Premises, subject to reable wear and tear, and subject to Section 18ywhéd damage by fire and other
causes of loss. Landlord shall also maintain tkerior common areas serving the Premises in a ne&$pclean and orderly
condition and the exterior walkways that serveRhemises reasonably free of ice and snow; providegever, that Landlord will
have no reponsibilty to maintain, repair or replde®se portions of such systems that are locatddnvand exclusively serve any
floor included in the Premises.

10. Landlord’s Services

10.1. GeneralLandlord will furnish to the Premises during NormBaisiness Hoursd) heat, ventilating and agenditioning,
at temperatures reasonably adequate for genereg effes (the “Premises HVAC Supply”), subject éatidn 10.2, below, If)
electrical service reasonably adequate for gemdiiak uses(c) hot and cold water to restroomg] ] elevator service, €) recycling
containers, {) lighting, and, @) security for the Common Areas. The cost of primgdall of the foregoing to the Property during
Normal Business Hours will be included in the Rémamdlord will make the Premises HVAC Supply avalitato the Premise
outside of Normal Business Hours at a cost to Teo&$50.00 per hour. Landlord will not be liabter finy interruption of utility
services to the Premises, nor will any such infgfom constitute a termination of this Lease omatual or constructive eviction of
Tenant. Landlord will use reasonable efforts toiédww limit such interruptions to the extent thatk interruptions are within
Landlord’s reasonable power or control and sulifethe reasonable operational requirements of thpdrty. If there is an
interruption in utility services: (i) for which Laltord is responsible or which Landlord could, wigasonable efforts, have prevent
(i) that materially affects Tenant’'s use and enj@pnt of the Premises; and, (iii) which interruptinrservice is not restored within
five days, Tenant shall be entitled to an abateraEREnt with respect to the floor or floors afesgttuntil such service is restored.

10.2 Premises HVAC SupplyLandlord and Tenant acknowledge that the Premid&sG1Supply for each floor of the
Premises has the capacity to provide adequatevedtilation, and aiconditioning to that floor when occupied by up teople. |
Tenant chooses to occupy any floor of the Premisitsmore than 50 people, Tenant acknowledgesttigaPremises HVAC Supply
may prove to be inadequate in that circumstance.

10.3 CleaningCleaning of the Premises will be provided undegasate Amended and Restated Contract for Cleaning
Services of even date herewith between LandlordTamdnt.

11. Surrender of Premises; Holding Over.
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11.1 Surrender by Tenant.On the Termination Date, subject to Sections 7&rabove, Tenant shall vacate and surrender
the Premises to Landlord in the same conditiondéReted at the beginning of Tenantccupancy (except as specifically provide
this Lease), free of Tenant's personal propertyl@oom clean. As further provided in Section 71&na, Tenant will remove all
alterations made by Tenant and repair any damatietBremises resulting from such removal unlesslload instructs Tenant to
leave some or all of such alterations in placeyhich event, such alterations will become the prigpef Landlord without
compensation, provided that Tenant will always hiéneeright and obligation to remove its trade fietsiand business equipment. If
any of Tenant’s property remains within the Propafter the Termination Date, it may be retained_bpdlord without
compensation, or may be removed and either stardposed of by Landlord and Tenant will reimbursadlord upon demand for
all expenses incurred in connection therewith.

11.2 Holding Over.As an inducement to Landlord to enter into thisdeedl'enant covenants to vacate and surrender the
Premises on or before the Termination Date as geavin Section 11.1 above. If Tenant fails to scat@ and surrender the Premi:
Tenant will be a daily tenant at sufferance atefday following the Termination Date, for whichribat shall pay for the first 30
days of such holding over, for each day’s use amdipancy, daily in arrears, at a rate equal to 160%%e daily rent rate in effect
under this Lease for the last month of the Termlzaginning on the 31day of such holding over and thereafter at a ratmkto
200% of the daily rent rate in effect under thig&e for the last month of the Term. Tenant shadl phay to Landlord all damages,
direct and indirect, sustained by Landlord as alted Tenant’s holding over for more than 30 daythierwise, such occupancy by
Tenant will be on the same terms and conditionsnder this Lease, so far as applicable. LandloddTa@nant agree that, as a daily
tenant at sufferance, Tenant will not be entiteddtice to quit or to remove Tenant's propertyrfrthe Premises, and Landlord may
immediately commence any action or actions to cdmnffgeremoval of Tenant and Tenant's possessiods@oollect damages
resulting from Tenant’s holding over for more ttghdays, for use and occupation, or for any otberssthen due Landlord.
Landlord’'s acceptance of any payment from Tenargamount of such holding over, however charactdrizéll not be deemed an
acceptance of rent nor as a recognition of Tenaigffg to occupy the Premises.

12. Hazardous Materials.Tenant will not cause, or permit any other perdaiming or admitted to the Property through Tertant
cause, any Hazardous Materials to be used, gedesateed or disposed of on or about, or transgdder from the Property. “
Hazardous Materialsmeans any material or substance whichy} i€ or becomes defined as a “hazardous substarttazatdous
waste,” “infectious waste,” “chemical mixture orbstance,” or “air pollutant” under Environmentamisg (b) contains or derives
from petroleum, polychlorinated biphenyls (PCB’s)agbestos; €) is radioactive or infectious; ord) has toxic, reactive, ignitable
corrosive characteristics, * Environmental Ldweeans all legal requirements relating to or imipgdiability or standards of

conduct concerning Hazardous Materials, publicthesid safety or the environment.
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Notwithstanding the foregoing, normal and reasamgpbiantities of Hazardous Materials generally arsdamarily used il
connection with Tenant's Permitted Uses may b@dhced to the Premises provided such Hazardousrisllatare stored, used and
disposed of in compliance with Environmental Lawd all other applicable legal requirements. Temdhte responsible for and
will hold Landlord harmless and indemnified agaiasy claim, damage, cost, liability or penalty tethto any Hazardous Materials
introduced to or released on or about the Profmrffenant or by any person claiming or admittethoProperty through Tenant,
whether or not permitted by the preceding sentena¢herwise approved by Landlord.

13. Risk of Loss; Indemnification.To the maximum extent permitted by law, but subjec®ection 14.6 below and subject to the
provisions of the remaining sentences of this 8act,(a) Tenant agrees that it will occupy the Premisetsaiwn risk, and that
Landlord will not be liable to Tenant, or to anyrg@n claiming or admitted to the Premises throughaht, for injury or death to
persons, or loss or damage to property of any eathiatsoever, angh) Tenant waives and will indemnify Landlord againsy a
claim for bodily injury or death or damage to prdpeincluding reasonable legal fees, by Tenariiyoany person claiming under or
admitted to the Premises through Tenant, while@Premises, including, without limitation, Tenargmployees, agents, contrac
and invitees, except to the extent the same waseddoy the willful misconduct, gross negligenceegligence of Landlord. To the
maximum extent permitted by law, but subject toteacl4.6 below and subject to the provisions eftmaining sentences of this
Section 13, Landlord shall save harmless, exonaredandemnify Tenant, its contractors, agentseangloyees from and against
and all claims, liabilities or penalties assertgdbon behalf of any person, firm, corporationpablic authority on account of
injury, death, damage or loss to person or progerty upon the Premises, Building or Propertyhie éxtent caused by the willful
misconduct, gross negligence, or negligence of larddits agents and employees, except to the ettersame was caused by the
willful misconduct, gross negligence or negligermfeTenant, its agents and employees. In respedt of the foregoing, Landlord
shall indemnify Tenant from and against all cosipenses (including reasonable attorneys’ feedl)liahilities incurred in or in
connection with any such claim, action or procegdirought thereon.

14. Insurance.Tenant will maintain in effect, at its expense, thiédowing insurance:

14.1. Liability Insurance. Commercial general liability insurance in at leligt Required Insurance Amount, for bodily and
personal injury and property damage, includingdditenal insureds Landlord, The First Church ofi€h Scientist, in Boston,
Massachusetts, any other person or entity dirdietye for the obligations of Landlord, and anynegentative or employee of
Landlord, any other person or entity directly Imlibr the obligations of Landlord, and any représtve or employee of Landlord or
any mortgagee of the Property designated by Laddiurch coverage to be primary and not excessrtrilboting or secondary to
any other insurance available to Landlord or thditaahal insureds.
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14.2. Contents InsuranceProperty insurance, covering Tenant’s personalgntg@and fixtures within the Premises or the
Property, written on the broadest form of all riskspecial cause of loss form available for sualppse.

14.3. Workers’ Compensation InsuranceWorkers’ Compensation Insurance in accordance thirapplicable legal
requirements.

14.4. Other Insurance.Such other types of insurance as Landlord may fiora to time reasonably deem necessary and
which Landlord has given Tenant notice and a reaslertime to place such insurance.

14.5. General RequirementsAll tenant insurance will be issued by insurancepanies authorized to do insurance busines:
in Massachusetts rated not less than A-VII in Bektsurance Guide, and will not be subject to clietten or modification without
30 days prior written notice to Landlord and to amgrtgagee required to be covered.

14.6. Waiver of Claims; Waiver of SubrogationEach party waives any right of recovery againstatieer for injury or loss
to property due to hazards covered by insurantestextent of the injury or loss covered. Any ppldf insurance obtained by either
party and applicable to the Premises or the Prppélitcontain a clause denying the insurer anfrigf subrogation against the ot
party, even though such waiver of subrogation megubayment of an additional premium, for which phety obtaining the policy
shall pay.

14.7. Certificates of InsuranceBefore making any entry on the Property and at [8@slays before the expiration of any
policy, Tenant will provide certificates of insui@) in form and substance satisfactory to Landlestablishing insurance coverages
as required by this Section.

14.8. Landlord’s Insurance.Landlord shall insure the Building against damagé full replacement cost “special cause of
loss form” coverage.

15. Assignment and Subleasing.enant will not assign this Lease, sublease anygfdihe Premises or otherwise transfer this Lease
or any interest in this Lease or in the Premisdésauit obtaining the written consent of Landlord jethshall not be unreasonably
withheld, delayed or conditioned.

Tenant may assign its entire interest under thisskeer sublet the Premises (i) to any entity cdiimtgpor controlled by or under
common control with Tenant or (ii) to any succegsofenant by purchase, merger, consolidation anganization (hereinafter,
collectively, referred to as “Permitted Transfewithout the consent of Landlord, provided: (1) Tetia not in default under this
Lease; (2) if such proposed transferee is a suoc&sd enant by purchase, said proposed transér@eacquire all or substantially
all of the stock or assets of Tenant's businesi$ suich proposed transferee is a successor tont &yamerger, consolidation or
reorganization, the continuing or surviving enshall own all or substantially all of the asset§ ehant; (3) with respect
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to a Permitted Transfer to a proposed transferseritbed in clause (ii), such proposed transferedl Bave a net worth which is at
least equal to the greater of Tenant's net wortheatiate of this Lease or Tenant's net worth diseoflay prior to the proposed
purchase, merger, consolidation or reorganizatioevidenced to Landlord's reasonable satisfactiod;(4) Tenant shall give
Landlord written notice at least thirty (30) day#opto the effective date of the proposed purchasrger, consolidation or
reorganization, accompanied by copies of the doatsrevidencing the transferee’s net worth.

16. Relation of Lease to Mortgageshis Lease will be subordinate to all mortgageshenProperty, now outstanding or hereafter
granted, provided that the record holder of a firettgage on the Property (a “ First Mortgaflemay elect to place this Lease ah
of the lien of its mortgage (and of other mortgageshe Property, if it so elects) and may theerathange such election, effective
of the recording of a written notice of such elestivith the Suffolk Registry of Deeds, with a cagysuch notice to Tenant. If a
mortgage on the Property is foreclosed, the fostatpmortgagee or the purchaser at a foreclosledisaeither case, “ First
Successor Landlort), may, at its option, require that Tenant atttwrsuch party as the Landlord hereunder and coatimibe bound
by the terms and conditions of this Lease for thiamce of the Term, provided that First Succesksoragrees that Tenant’s use and
occupancy of the Premises will not be disturbetbeg as Tenant complies with its obligations urtties Lease. Neither the First
Successor Landlord nor any successor or assigfrin§taSuccessor Landlord will be] liable for any act or omission of or subject
to any offsets or defenses which Tenant might zaaénst any Landlord prior to the First Successordlord (a “ Prior Landlord)
except to the extent such act or refusal to actvsolation of this Lease and is continued by Hiest Successor Landlord or its
successor or assignb) liable for the return of any security deposit nctually paid over to the First Successor Landl¢i),bound
by any payments which Tenant has paid to a Priadload other than for monthly installments next did) obliged to make any
payment to Tenant which was required to be made firithe time the First Successor Landlord toté,tor (e) obliged to perform
any work or to make any improvements to the Presniselertaken by a Prior Landlord. A First Mortgatges gives notice of its
address to Tenant will be entitled to receive autimmeous copy of any notice of default by Tenaritandlord and will have an
additional 30 days beyond any cure period availsbleandlord within which to cure such default, amdess such additional time
expires without cure, Tenant will have no rightéominate this Lease on account of Landlord’s déeféumy amendment or
cancellation of this Lease or surrender of the Bsestmade without the prior written consent ofFirst Mortgagee will be void and
of no effect. Landlord represents and warrantsttiere is no mortgage affecting the Property ab@ate of this Lease. It shall be a
condition of any future subordination of this Le&s@& mortgage that Tenant shall receive a custptiman-disturbance agreement.”
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17. Tenant Defaults

17.1. Events of DefaultEach of the following will constitute a materialfdelt by Tenant (a “ Tenant Defad)t ( a) failure
by Tenant to make any payment required under thése within two days of the date such paymentes ¢h) failure by Tenant to
maintain insurance and to provide certificateseggiired by this Lease] insolvency or admission of insolvency by Tenang, th
filing by or against Tenant of any bankruptcy, ieeeship or other proceeding under State or Fedavglor entering into or
acquiescence by Tenant to any arrangement affetttergghts of Tenant’s creditors generally, oaeliment, execution or other
seizure of substantially all of Tenant’'s assetated at the Premises or Tenant's interest in tbask or the Premises; and) failure
by Tenant to fulfill any other material obligationder this Lease, if such failure (meaning theufailby Tenant to fulfill any other
material obligation under this Lease) is not cuséithin 30 days of notice from Landlord to Tenantsach longer period as may
reasonably be necessary, not to exceed a totdél dags, if Tenant promptly commences and diligeptlysues such cure.
Notwithstanding anything in this Section 17.1 te dontrary, Tenant shall be permitted, during eaxtsecutive 1-month period
hereunder commencing on September 21, 2009, to hpkgments required under this Lease within 5 day®pposed to 2 days)
the date such payment is due. As long as such pagraee made within such 5 day period, Landlordl siwd be entitled to declare a
Tenant Default with respect to such payments. Heneavwthing in the preceding sentence shall atfaotlord’s rights contained in
any other section of this Lease, including withlmitation, the provisions of Section 3.2.

17.2. Termination by Notice.lf a Tenant Default occurs, in addition to any ottights or remedies, Landlord will have the
right to terminate this Lease and recover possesgithe Premises by written notice to Tenant,a@ffe on the date specified in st
notice or, if no date is specified, on the dateeakipt or first properly attempted delivery of Bumtice.

17.3. Landlord’s RemediesIn addition to any other rights or remedies, if dbomd terminates this Lease for a Tenant
Default, Landlord will have the right to recoverdamages from Tenantaj any amounts owing from Tenant to Landlord at thee
of termination, () all of Landlord’s expenses, including reasonabdgldees, incurred in recovering possession oPtleenises and
in proving and collecting the sums due from Termareunder, ¢) the amount by which the payments required undsrltbase for
the balance of the Term exceed the fair marketfogrthe Premises under a gross lease similaisd_tase, for the balance of the
Term, determined as of the date of such terminatidjusted to its present value at a reasonabteulis rate, an@) the actual or
reasonably anticipated expense to Landlord of phegpand reletting the Premises. Landlord will atewe the right to enter the
Premises and to perform any obligation as to whidlenant Default has arisen, without being deemdthve cured such Tenant
Default and without liability to Tenant, and Tenahtll reimburse Landlord for any cost and expéings incurred promptly upon
demand as damages hereunder. In
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lieu of the damages recoverable under cldasabove, Landlord may recover the liquidated damagedded for in Section 17.4,
below.

17.4. Liquidated Damages. Landlord and Tenant agree that the actual damagésvould be suffered by Landlord by the
loss of the Rent reserved under this Lease ifliease should be terminated due to Tenant’s defauitd be very difficult to
estimate as of the date of this Lease. LandlordTamant wish to agree on a sum that would reasgraiphpensate Landlord for
such loss and accordingly agree that, in lieu efdamages recoverable under Section 17.3(c) abmuvasal andlord’s sole remedy
therefor, Landlord may recover as liquidated darmaged not as a penalty, an amount equal to thedbthe Rent payable by
Tenant with respect to the 12 full calendar momptteeding termination.

17.5 Mitigation of DamagesLandlord shall use commercially reasonable effrtsiitigate damages, including to let-the
Premises, provided that Landlord will not be regdito give priority to the Premises in rentingt@rent on terms or to any person
not otherwise acceptable to Landlord. Landlord &edant agree that if Landlord elects to recovaritigted damages under Section
17.4, above, Landlord will have no obligation tdigate damages as a condition to recovering sqacidiated damages.

17.6 Security DepositLandlord may apply the Security Deposit to remey &enant Default and to compensate Landlord
for any damages which Landlord suffers as a regidtich Tenant Default, without being deemed teehawed such Tenant Default
or waived further damages in connection therevitittimediately upon demand, Tenant will deposit cagh aandlord in an amount
equal to any portion of the Security Deposit agblg Landlord as aforesaid. Landlord will not bguieed to keep the Security
Deposit separate from its general accounts andrifevili not be entitled to interest on the Secuftgposit. Within 30 days after the
Termination Date and vacation of the entire PremiseTenant in accordance with the terms of thisskeethe Security Deposit, or
such part as remains after application of thisiSecwill be returned to Tenant.

17.7 Letter of Credit.

a. General Provisions. Upon the exercise of Tenamtbption to substitute a letter of credit for alc&ecurit
Deposit as provided in Section 1.13 hereof, Teshatl deliver to Landlord, as collateral for thdél fperformance by Tena
of all of its obligations under this Lease and &lrlosses and damages Landlord may suffer asudt resany default b
Tenant under this Lease whenever occurring, a Bjanohconditional, irrevocable, transferable letiecredit (the “Letter of
Credit ") in a form reasonably acceptable to Landlordthia face amount set forth in Section 1.13 herdwd (tLetter of
Credit Amount "), naming Landlord as beneficiary, issued by any besdsonably acceptable to Landlord, permi
multiple and partial draws thereon. Such LetteiCoédit (whether in the form of a new replacemetteteof credit or a
amendment of an issued and outstanding letter edit}rshall replace and supersede any letter dafitcar cash Securi
Deposit
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previously delivered to Landlord by Tenant pursuanthe terms of this Lease. Tenant shall cause.¢tier of Credit to k
continuously maintained in effect (whether througplacement, renewal or extension) in the LetteZrefdit Amount throug
the date (the Final LC Expiration Date ") that is 120 days after the scheduled expiratioe dathe Term. If the Letter
Credit held by Landlord expires earlier than theaFiLC Expiration Date (whether by reason of aestaxpiration date or
notice of termination or norenewal given by the issuing bank), Tenant shdielea new Letter of Credit or certificate
renewal or extension to Landlord not later thandd@s prior to the expiration date of the LetterQredit then held &
Landlord. Any renewal or replacement Letter of Grstiall comply with all of the provisions of th&ection 17.7, shall |
irrevocable, transferable and shall remain in effecbe automatically renewable) through the Fli@lExpiration Date upc
the same terms as the expiring Letter of Cred#iumh other terms as may be reasonably acceptabéntiiord.

b. Drawings under Letter of Credit . Landlord shall have the right to draw upon thééreof Credit, in whole or
part, at any time and from time to time if a TenBetfault has occurred or if the Letter of Creditdhby Landlord expire
earlier than the Final LC Expiration Date (whetlhgrreason of a stated expiration date or a noticermination or non-
renewal given by the issuing bank), and Tenans taildeliver to Landlord, at least 30 days prioth® expiration date of t
Letter of Credit then held by Landlord, a renewalsabstitute Letter of Credit that is in effect athét complies with tr
provisions of this Section 17.7. No condition anteof this Lease shall be deemed to render thest_eftCredit conditional 1
justify the issuer of the Letter of Credit in faij to honor a drawing upon such Letter of Credi&itimely manner. Tene
agrees and acknowledges that Tenant has no prdpestest whatsoever in the Letter of Credit or pineceeds thereof a
that, in the event Tenant becomes a debtor undectzapter of the Federal Bankruptcy Code, neitt@raht, any trustee, r
Tenant's bankruptcy estate shall have any righéstrict or limit Landlords claim and/or rights to the Letter of Credit am
the proceeds thereof by application of the FedBeadkruptcy Code, including Section 502(b)(6) of federal Bankruptc
Code. Tenant hereby acknowledges and agrees thdtdrd is entering into this Lease in materialaetie upon the ability
Landlord to draw upon the Letter of Credit upon tleeurrence of any Event of Default by Tenant urttexr Lease or upc
the occurrence of any of the other events descabede in this Section 17.7.

c. Use of Proceeds by Landlord The proceeds of the Letter of Credit may be a&pptiy Landlord against any R
payable by Tenant under this Lease that is not péien due and/or to pay for all losses and damé#gssLandlord he
suffered as a result of Tenant Default. Landlordeag to pay to Tenant within 30 days after the IRi@aExpiration Date th
amount of any proceeds of the Letter of Creditiremkby Landlord and not applied against any Raygple by Tenant unc
this Lease that was not paid when due or usedydgaany losses and/or damages suffered by Laddisra result of a
Tenant Default; provided, that if
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prior to the Final LC Expiration Date a voluntargtition is filed by Tenant, or an involuntary pitit is filed against Tena
by any of Tenang creditors, under the Federal Bankruptcy Codey tieandlord shall not be obligated to make such pay
in the amount of the unused Letter of Credit prdseentil either all preference issues relating dgrpents under this Lee
have been resolved in such bankruptcy or reorgoizaase or such bankruptcy or reorganization basebeen dismissed
each case pursuant to a final court order not stitjeappeal or any stay pending appeal.

d. Additional Covenants of Tenant. If, as a result of any application or use by Uardl of all or any part of t
Letter of Credit, the amount of the Letter of Cteshall be less than the Letter of Credit Amourgndnt shall, within fiv
days thereafter, provide Landlord with additiorettdr(s) of credit in an amount equal to the deficy (or a replaceme
letter of credit in the total Letter of Credit Ama), and any such additional (or replacement) detteredit shall comply wit
all of the provisions of this Section 17.7, and é&nant fails to comply with the foregoing senteneatwithstanding anythir
to the contrary contained in this Lease, the sahad sonstitute an uncurable Event of Default byndmt. Tenant furth
covenants and warrants that it will neither assign encumber the Letter of Credit or any part tbk@nd that neith
Landlord nor its successors or assigns will be dobg any such assignment, encumbrance, attemptdnasent c
attempted encumbrance.

e. Transfer of Letter of Credit . Landlord may, at any time and without notice smant and without first obtaini
Tenant's consent thereto, transfer all or any portf its interest in and to the Letter of CrediitLandlords Mortgagee or
another party, person or entity which is acquiriramdlord’s interest in the Building. If Landlord transfets interest in th
Building and transfers the Letter of Credit (or aamgceeds thereof then held by Landlord) in wholegoart to the transfere
Landlord shall, without any further agreement betwéhe parties hereto, thereupon be released bgnTdémom all liability
therefor, provided Landlord notifies Tenant of trensfer and the transferee acknowledges receihteoEetter of Credit (¢
any proceeds). The provisions hereof shall applgviery transfer or assignment of all or any parthef Letter of Credit to
new landlord. In connection with any such transfiethe Letter of Credit by Landlord, Tenant shatl,Tenants sole cost ar
expense, execute and submit to the issuer of titterLef Credit such applications, documents andrinsents as may |
necessary to effectuate such transfer.

f.  Creditworthiness of Issuing Bank. Landlord shall have the right to request at@mg and from time to time
that Tenant obtain a replacement Letter of Crédiandlord determines in its sole discretion th bank issuing the then
outstanding Letter of Credit is no longer creditthgr and Tenant shall promptly obtain from a nesuisg bank reasonably
acceptable to Landlord a replacement Letter of i€wetmich shall comply in all respects with the pigigns of this Section
17.7. If an acceptable bank cannot be agreed upon,
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Tenant may replace the Letter of Credit with cashieposit with the Landlord. Tenant's failure tdaib such a replacement
Letter of Credit or, in lieu thereof, provide akakeposit in like amount as contemplated abovd, st@tvithstanding
anything to the contrary contained in this Leasastitute an incurable Event of Default by Tenant.

18. Landlord Defaults

18.1. Events of DefaultLandlord shall not be deemed to be in default exgrformance of any of its obligations hereunder
unless it shall fail to perform such obligationsl@uch failure shall continue for 20 days aftertten notice has been given by Ter
to Landlord specifying the nature of Landlord’ssgkd default, provided if such default cannot lasoaably cured within such 20
day period then within such additional time as@&sonably required to correct any such default farider provided that Landlord
commences to cure such default within such 20 déaipg and diligently prosecutes it to completion.

18.2. Tenant's Remediedf a Landlord Default occurs and such Landlord Détfdirectly affects and materially impairs
Tenant's use and enjoyment of the Premises foPdmmitted Uses, Tenant may make such repairs witleifPremises and in
Common Areas adjacent to the Premises necesseegttme Tenars’' use, and Landlord will reimburse Tenant for #espnable ar
necessary third party costs thus incurred by Tempon receipt from Tenant of a statement of sudtsdo reasonable detail and s
backup materials as Landlord may reasonably regliesindlord fails to so reimburse Tenant withid @ays of receipt by Landlord
of such statement and backup materials, Tenantafisgt such amounts against the installment omilméents of Rent next coming
due. Unless otherwise expressly provided in thisskee Tenant will have no right of self-help, or aigyt to withhold, set-off, or
abate Rent and neither party to this Lease willdide to the other for punitive damages, lost fgspbusiness interruption,
speculative, consequential or other such damages.

18.3. Independent Covenantsxcept as specifically provided herein, the oblgad of Tenant under this Lease, including
the obligation to pay Rent, and the obligationtaridlord, are independent and not mutually depetnctarenants and the failure of
Landlord to perform any obligation hereunder wak justify or empower Tenant to withhold Rent, extcas provided in the
preceding Section 18.2, and the failure of Landtorgerform any obligation hereunder will not jistbr empower Tenant to
terminate this Lease unless the Landlord Defaulstitutes a constructive eviction.

19. Property Damage or Taking
19.1. Termination.If the Building is destroyed by fire or other cauddoss or the Property or the Premises are takémeir

entirety by eminent domain or conveyed in theiirett by deed in lieu of taking, this Lease wilirténate as of the date of the
property damage or the date that possession ¢#rityeerty is surrendered to the taking
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authority, as applicable. (&) the Property or the Premises are substantially dachhy fire or other cause of loss and Landlord
determines in its sole discretion not to restoeeRhoperty or the Premises or both to substaniialigondition as existing prior to
such damage, ¢b) a material portion of the Property or of the Prasis taken by eminent domain or conveyed by deédu of
taking, and Landlord determines in its sole disarenot to restore the remaining portion of therfises or of the Property or both to
a condition which is legal and suitable for TensiRermitted Uses, then Landlord may elect to teateithis Lease by notice to
Tenant given within 90 days after such property agenor notice of taking, effective as of the ddteamdlord’s notice or, with
respect to a taking, on the date that possessmurigndered to the taking authority.

19.2. RestorationIf Landlord determinega) to restore the Property and the Premises to sulatamheir condition as
existed prior to the damage by fire or other canfdess or(b) to restore the remaining portion of the Premisesf dihe Property or
both to a condition which is legal and suitable Tenant’s Permitted Uses after such taking or cgamee, Landlord shall promptly
give notice of such determination to Tenant, butny case on or before the last day of the 90 dapg referred to in section 19.1,
above. Upon giving such notice to Tenant, Landkivdll promptly begin to use reasonable effortos@es$tore the Property and the
Premises (not including fixtures, modifications auftlitions installed or required to be installedTlanant) as soon as is reasonably
practical in light of the circumstances then prérgj including the time required to collect insnca proceeds and to obtain any
governmental approvals required for restoratiod, subject to any other matters beyond the reasermaiitrol of Landlord, provide
that, in no event will Landlord be required to exgenore for restoration of the Property or the Rsemthan the net amount of
insurance or taking proceeds actually availableatodlord for such purposes. If restoration of thenkises is not substantially
completed within 180 days of the date as of whiahdlord notified Tenant that Landlord had determiteerestore the Property and
the Premises, Tenant may terminate this Lease iewnotice to Landlord effective as of any dateathe end of the 180 day
restoration period, which termination date shalspecified by Tenant in its notice of termination.

19.3. AbatementlIf any portion of the Premises is rendered unushpl€enant as a result of the property damagekimga
described in Section 19.1(a) or 19.1(b) above,Tamhnt, at such time, is not in default under ti@ase, the Rent will be abated, in
part or in whole, based on the proportion of thenises rendered unusable, until the earlier ofithe at which Landlord has
substantially completed its restoration or the datevhich Tenant resumes use of the damaged patite Premises.

20. NoticesAll notices under this Lease will be in writing amdll be given:(a) in hand, with written acknowledgement of receipt,
(b) by Federal Express, Express Mail or other natignalkkognized overnight delivery service which pd®ss verification of

delivery, charges prepaid, @) by United States certified mail, postage prepatym receipt requested, in each case addressed to
Landlord or Tenant at the Notice Address set fortS8ection 1. All notices will be deemed given whieoeived by the intended

20




recipient. Either party may change its Notice Addrby notice given in accordance herewith.

21. Brokers. Tenant represents that Tenant has dealt wittroker in connection with this Lease and agredwtd Landlord
harmless and indemnified from all claims for brage due to any person with whom such Tenant hdsiddmeach of such
representation. Landlord represents that Landlasddealt with no broker in connection with this $¢eand agrees to hold Tenant
harmless and indemnified from all claims for bra@ge due to any person with whom such Landlord ka¥ @h breach of such
representation.

22. Limitation on Liability. The recourse of Tenant against Landlord for anyrctalated to this Lease will extend only to
Landlord’s interest in the Property and the unatdd rents and profits therefrom. No personal liighfior any such claim will be
enforceable against Landlord or any officer, trastirector, employee, agent or other person atyaedated to Landlord (including,
without limitation, The First Church of Christ, 8atist, in Boston, Massachusetts) or against amgrqiroperty, person or entity. If
Landlord transfers its interest in the Propertg, titansferring Landlord will automatically be reded from all liability related to this
Lease accruing after such transfer. The transfiptrandlord will continue to be responsible for amgurity deposit received from
Tenant except to the extent that Landlord has fearesd same to its successor or assign.

23. Right of First Offer

(@) Tenant shall have the on-going right oftfafer (the “Right of First Offer”) with respeab tup to two (2) additional
floors of office space within the Building whichdmene available for lease at any time on and dfiedate hereof and prior to
December 31, 2015 (the “Expiration Date”) (any ssphce being referred to herein as the “Offeringcsj).

(b) Tenant's Right of First Offer shall be exsed as follows:

(i) After Landlord has determined that any erigttenant in the Offering Space will not extendemew the term of
its lease for the Offering Space or has othervasminated such lease prior to its stated expiratte or Landlord offers a floor
previously not under lease, Landlord shall advieeant (the “Advice”) of (i) the terms and conditiomnder which Landlord is
prepared to lease the Offering Space to Tenan(igirtde terms and conditions under which Landlaaglld be willing to amend this
Lease to make it coterminous with the expiratiotedar the lease of the Offering Space (the “Leasensions”). Such Advice shall
set forth proposed rental rates for the Offeringc@pand each of the floors then comprising the RBemnbased on the prevailing
market rates as reasonably determined by Landbowdedl as such other lease terms and conditiosbatbe determined in
Landlord’s sole discretion, except that Tenantldteate no such Right of First Offer and Landloreéd@ot provide Tenant with an
Advice, if: (x) Tenant is in default under the Ledseyond any applicable
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cure periods at the time that Landlord would othisevdeliver the Advice, or (y) Tenant is not occingyat least fifty percent (50%)
of the rentable area of the Premises on the datdlbal would otherwise deliver the Advice;

(i) If Tenant wishes to exercise its Right afge Offer with respect to the Offering Space diset in the Advice,
Tenant shall deliver written notice of such exexdis Landlord (the “Notice of Exercise”) within t€h0) business days after the date
of the Advice, indicating whether Tenant wishetetise the Offering Space with the Lease Extenssrgescribed above or only
wishes to lease the Offering Space without the ¢ &adensions.

(i) If Tenant exercises its Right of First @ff Landlord shall prepare either an amendmeritdd ease, or a new
lease reflecting Tenant’s election as set fortthéNotice of Exercise. A copy of such amendmen¢ase shall be sent to Tenant
within a reasonable time after Landlord’s receifthe Notice of Exercise, and Tenant shall exeant# return the amendment or
lease, as applicable, to Landlord within fifteeB)(tlays thereafter.

(iv) If Tenant fails to exercise its Right ofr§ti Offer with respect to the Offering Space witkucth ten (10) busine
day period, Landlord may lease the Offering Spaamy other person or entity; provided, howeveat ththe proposed terms of any
such lease are materially more favorable to theeleshan those in the Advice, Landlord shall deligel'enant a new Advice
reflecting such new terms for the Offering Space thie procedure described above shall again aNplyvithstanding Tenant’'s
failure to exercise its Right of First Offer in pemse to a previous Advice, for so long as Tenastriot exercised its Right of First
Refusal for an aggregate of two (2) floors of GffgrSpace and the Expiration Date has not occutredant’s Right of First Offer
shall continue and the above procedures shall agittyrespect to any future potential lease of €xfiig Space by Landlord.

(v) Tenant's rights hereunder are non-assignaiteare personal to Tenant.
24. Miscellaneous Provisions

24.1. Amendments and WaiversThis Lease may not be amended except by a writinly, executed by both parties and
approved in writing by any First Mortgagee havipgmval rights, and no waiver or consent will bfeefive unless in writing and
signed by the party giving it. A waiver or consbgteither party hereunder will apply only to thesific instance in which granted
and not to any other instance, however similar.

24.2 Interpretation. Both parties acknowledge that they have fully raad understood this Lease and have had the
opportunity to consult counsel to the extent thegrded necessary, and no provision of this Leaséevitonstrued in favor or
against either party by virtue of such party betmgdrafter of such provision. Enumeration of
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some but not all items of a class should not besttoad as excluding others, notwithstanding themadxs of the phrase “without
limitation” or words of like meaning.

24.3. Invalid Provisions.If any provision of this Lease is finally determihby a court of competent jurisdiction to be in
violation of law or otherwise invalid, this Leasdlye deemed amended to the limited extent necgs$saure such violation or
invalidity and will be interpreted, as thus amendsxas to implement the intentions of the patbebe greatest extent possible.

24.4. Time of the Essence; Force Majeur&ime is of the essence as to all rights and ohtigatof the parties hereunder
unless specifically provided to the contrary. Ndlwtanding the foregoing, if either party failgperform an obligation hereunder,
other than the obligation of Tenant to pay Rentrtiee, which failure results from causes beyonddéhsonable control of such
party, including, without limitation, labor problesncontractor disputes, legal requirements, unabiitly of equipment, fixtures or
materials, property damage caused by fire or athese of loss, or disruption or unavailability tifities or services (a " Force
Majeure Event), the amount of time for performance of such obligaghall be extended by the amount of time sucfopeance it
delayed by reason of such Force Majeure Event.

24.5. Jurisdiction; Governing Laws.Any action by either party against the other wdlibstituted in the state courts of
Massachusetts under Massachusetts law, and eagtwihhave personal jurisdiction over the other iny action brought by such
party in Massachusetts by service made to the pédmty’s Notice Address.

24.6. Successors and Assigridubject to the provisions of Section 22 above pireefits and burdens of this Lease will
extend to the original Landlord and Tenant andh&rtrespective successors and assigns, who wildieded within the terms
“Landlord” and “Tenant” as used herein, providedttho transferee from Tenant in violation of thevigions of this Lease will be
entitled to any of the rights or benefits of a Tien@ereunder.

24.7. Estoppel Certificates Each of the parties, within 10 days of writtequest from the other, shall provide a certificate
identifying this Lease and any amendments heretting forth the amount of the then current monthitallment of Rent and of a
Security Deposit held hereunder, stating whethisrlitbase remains in effect, whether there are afguits by Landlord or Tenant,
whether any Rent has been paid more than 30 dadvance, whether Tenant is in possession and gp&ent, whether Tenant
claims any off-sets or credits or has any otheeniefs to the payment of Rent hereunder, and cargaoch other reasonable and
customary information as may be requested.

24.8 Counterparts.This Lease may be executed in two or more countspa

24.9. Exhibits. The Exhibits to this Lease, which are listed imraggly below the signature block, are incorporatgd b
reference into this Lease.
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24.10. Action by Trustees of Church Realty TrustThe undersigned Trustees of Church Realty Trusesgmt that any two
of the three Trustees thereof are a majority ohstitistees and have all necessary power and atythmenter into this Lease and
related documents, including a Parking License Agrent and a Contract for Cleaning Services by &idiuthe last sentence of
Paragraph 8 of the Deed of Trust, which stated: 6Athe powers conferred on said Trustees byitligsument may be exercised by
a majority thereof.”

24.11. Time for Performance Any action under this Lease that is permitted guieed to be taken on a day that is a
Saturday, Sunday or a legal holiday in Massachugedly be taken on the next day that is not a Sagu&unday or legal holiday in
Massachusetts.

24.12 Entire Agreement.This Lease and all Exhibits hereto collectively tadm the entire agreement of the parties respectin
the Premises and the Property and there are noagheements or understandings between the pestiasding the subject matter of
this Lease, any prior agreements being mergedrhanel superseded.

[Signatures appear on the following page]
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IN WITNESS WHEREOF, the parties hereto have executed this Lease &® afate first above written.

LANDLORD Trustees of Church Realty Trust

/sl Barbara F. Burley
Barbara F. Burley, as Trustee of Church
Realty Trust and not individually

/s/ Harley L. Gates
Harley L. Gates, as Trustee of Church
Realty Trust and not individually

/sl Robert A. Herlinger
Robert A. Herlinger, as Trustee of Church
Realty Trust and not individually

TENANT Carbonite, Inc.

Andrew Keenan
Andrew Keenan, CFO

Exhibit A: Floor Plans and Description of Premises
Exhibit B: Rent and Rent Periods
Exhibit C: Building Rules and Regulations
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EXHIBIT A

Floor Plan of Premises

The Floor Plans comprising the Premises are attbithand form part of this Exhibit A.

Description of Premises

The Premises include and are defined by the intetidaces of all exterior walls of the Buildingetinterior surfaces of all
demising walls within the Building, the doors armbdvays that pass through all such demising wiilsjnterior surfaces of all
exterior windows, the upper surface of the permasgncture of the floor, and the upper surfacarof suspended ceiling.
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EXHIBIT B

Rent and Rent Periods
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EXHIBIT C

Building Rules and Requlations

The following rules and regulations shall apply,emapplicable, to the Premises, the Building péading garage (if any),

the Property and the appurtenances. Capitalizetsteave the same meaning as defined in the Lease.

1.

Sidewalks, doorways, vestibules, halls, stajsnand other similar areas shall not be obstrugyetienant or used by Tenant
for any purpose other than ingress and egressttéram the Premises. No rubbish, litter, trashinaterial shall be placed,
emptied, or thrown in those areas. At no time shallant permit Tenarg’employees to loiter in Common Areas or elsew
about the Building or Property.

Plumbing fixtures and appliances shall be ws#y for the purposes for which designed, and neepings, rubbish, rags or
other unsuitable material shall be thrown or placetthe fixtures or appliances. Damage resultinfidmires or appliances by
Tenant, its agents, employees or invitees, shaiiaie for by Tenant, and Landlord shall not be oesjible for the damage.

No signs, advertisements or notices shall be paiotaffixed to windows, doors or other parts @& Building, except those
such color, size, style and in such places asi@teapproved in writing by Landlord. All tenanteidtification and suite
numbers at the entrance to the Premises shalldjecsto Landlord’s approval rights set forth inrcBen 7.1 of the Lease and
shall be installed at Tenant’s expense. Excepbimection with the hanging of lightweight pictusesd wall decorations, no
nails, hooks or screws shall be inserted into ary @f the Premises or Building except by the Boddmaintenance
personnel.

Landlord will at its expense provide and maintairttie first floor (main lobby) of the Building atphabetical directory boa
or other directory device listing tenants, and tieodirectory shall be permitted unless previoasigsented to by Landlord
in writing.

Tenant shall not place any lock(s) on any diodhe Premises or Building without Landlord’s prigritten consent and
Landlord shall have the right to retain at all tdraand to use keys to all locks within and intoRnemises. A reasonable
number of keys to the locks on the entry doorfiémRremises shall be furnished by Landlord to Teaamenant’s cost, and
Tenant shall not make any duplicate keys. All k&tyall be returned to Landlord at the expiratioeany termination of this
Lease.
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10.

11.

12.

All contractors, contractor’s representatived mstallation technicians performing work in Beilding shall be subject to
Landlord’s prior approval and shall be required¢dmply with Landlords standard rules, regulations, policies and praeex
which may be revised from time to time.

Movement in or out of the Building of furnituoe office equipment, or dispatch or receipt by dmtrof merchandise or
materials requiring the use of elevators, stairywhplsby areas or loading dock areas, shall beicgstirto hours designated by
Landlord. Tenant shall obtain Landlord’s prior apgal by providing a detailed listing of the actjvitf approved by

Landlord, the activity shall be under the supeorisif Landlord and performed in the manner requimgdiandlord. Tenant
shall assume all risk for damage to articles mavadiinjury to any persons resulting from the attivif equipment, propert
or personnel of Landlord or of any other partyasnéged or injured as a result of or in connectigh the activity, Tenant
shall be solely liable for any resulting damagéoss.

Landlord shall have the right to approve thégive size, or location of heavy equipment or é8dn and about the Premises.
Damage to the Building by the installation, maimtece, operation, existence or removal of Tenamtpétty shall be
repaired at Tenant's sole expense.

Corridor doors, when not in use, shall be keptexk

Tenant shall not: (1) make or permit any inper objectionable or unpleasant noises or odattseiiBuilding, or otherwise
interfere in any way with other tenants or persmgang business with them; (2) solicit businesdistribute, or cause to be
distributed, in any portion of the Building, haniiipromotional materials or other advertising{®y conduct or permit other
activities in the Building that might, in Landlosdsole opinion, constitute a nuisance.

No animals, except those assisting handicappedpershall be brought into the Building or kepbmabout the Premist

No inflammable, explosive or dangerous fluids dsstances shall be used or kept by Tenant in thaiBes, Building o
about the Property. Tenant shall not, without Lardik prior written consent, use, store, instalillsremove, release or
dispose of, within or about the Premises or angmopiortion of the Property, any asbestos-contaimaggrials or any solid,
liquid or gaseous material now or subsequently idensd toxic or hazardous under the provisions20f)4S.C. Section 9601
et seq. or any other applicable environmental Laicivmay now or later be in effect. Tenant shathpty with all Laws
pertaining to and governing the use of these nadtely Tenant, and shall remain solely liable far ¢tosts of abatement and
removal.
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13.

14.

15.

16.

17.

18.

19.

Tenant shall not use or occupy the Premisasymmanner or for any purpose which might injie teputation or impair the
present or future value of the Premises or thedihgl Tenant shall not use, or permit any parhefPremises to be used, for
lodging, sleeping or for any illegal purpose.

Tenant shall not take any action which woutdate Landlord’s labor contracts or which wouldisa a work stoppage,
picketing, labor disruption or dispute, or integfavith Landlord’s or any other tenant’s or occupmhtsiness or with the
rights and privileges of any person lawfully in Beilding (“Labor Disruption”). Tenant shall taklee actions necessary to
resolve the Labor Disruption, and shall have piketoved and, at the request of Landlord, immelgia&rminate any work
in the Premises that gave rise to the Labor Digsaptntil Landlord gives its written consent fbetwork to resume. Tenant
shall have no claim for damages against Landlomhgrof the Landlord Related Parties, nor shallGbenmencement Date
the Term be extended as a result of the aboveractio

Tenant shall not install, operate or mainiaithe Premises or in any other area of the Buijdélectrical equipment that
would overload the electrical system beyond itsacéy for proper, efficient and safe operation asednined solely by
Landlord. Tenant shall not furnish cooling or hegtio the Premises, including, without limitatitine use of electronic or g
heating devices, without Landlord’s prior writtemnsent. Tenant shall not use more than its prapwate share of telephone
lines and other telecommunication facilities ava#ato service the Building.

Tenant shall not operate or permit to be dpdra coin or token operated vending machine oitaimevice (including,
without limitation, telephones, lockers, toiletsakes, amusement devices and machines for sakvefdges, foods, candy,
cigarettes and other goods), except for machineth&exclusive use of Tenant's employees, and dinénif the operation
does not violate the lease of any other tenartiérBuilding.

Bicycles and other vehicles are not permittetie the Building or on the walkways outside Bhelding, except in areas
designated by Landlord in the parking garage.

Landlord may from time to time adopt systemd procedures for the security and safety of thédBig, its occupants, entry,
use and contents. Tenant, its agents, employeesactors, guests and invitees shall comply withdlard’'s systems and
procedures.

Landlord shall have the right to prohibit tiee of the name of the Building or any other putylioy Tenant that in Landlord’

sole opinion may impair the reputation of the Bimitdor its desirability. Upon written notice fronahdlord, Tenant shall
refrain from and discontinue such publicity immeedia.
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20.

21.

22.

23.

24.

Tenant shall not canvass, solicit or peddle inbmua the Building or the Proper

Smoking is not permitted in or on any parthef Property; the Property includes the PremisesCommon Areas, the
Building, and the land immediately adjoining theilBing, including adjacent sidewalks.

Landlord shall have the right to designate @putove standard window coverings for the Premaseisto establish rules to
assure that the Building presents a uniform extejppearance. Tenant shall ensure, to the extasvmably practicable, that
window coverings are closed on windows in the Psesiivhile they are exposed to the direct rayseoftim.

Deliveries to and from the Premises shall bderonly at the times, in the areas and througkrtrances and exits
designated by Landlord. Tenant shall not make dekg to or from the Premises in a manner that tingérfere with the use
by any other tenant of its premises or of the Comweas, any pedestrian use, or any use whicleasistent with good
business practice.

The work of cleaning personnel shall not belared by Tenant after 5:30 P.M., and cleaning woaly be done at any time

when the offices are vacant. Windows, doors andrfes may be cleaned at any time. Tenant shaligeadequate waste ¢
rubbish receptacles to prevent unreasonable hartisiihe cleaning service.
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Exhibit 10.24

CARBONITE®

This Offer Letter serves to confirm the detailooaf employment offer as follows:

Peter Lamson

Dear Pete:

Position:
Status:

Reporting to:

Compensation:

Bonus:

Benefits:

Equity:

Acceleration of Equity:

Severance:

March 9, 201

Senior Vice President Global Sales
Full-time, Regular, Exempt

Chief Executive Officer

Effective March 1, 2015, a base salary of $12,0958&mi-monthly, which is the equivalent $290,300 annually
paid in accordance with the Company’s normal paynaicedures.

All forms of compensation which are referred totinis offer letter are subject to reduction to reflapplicable
withholding, payroll and other required taxes aretluttions. Please note that Carbonite may modifgrisa anc
benefits from time to time as it deems necessary.

You will be eligible for an incentive bonus of 0 of your base salary. The timing and amount of laoryus is subje:
to the discretion and approval of the Compensaliommittee of the Board of Directors.

See Appendix A

All equity grants are subject to approval by Caiteds Board of Directors and the specific terms willdgmverned b
Carbonites stock incentive plan and separate option oricgstr stock unit agreements to be entered intoday anc
Carbonite.

If during the first twelve months after a Change @dntrol (as defined in the 2011 Equity Award Plgou are
terminated without cause or if you voluntarily ggsifrom the company due to “Constructive Termindti@s defined il
your existing equity agreements), then all of ythenunvested equity shall vest immediately prior to theninatior
date.

If you are terminated without Cause (as definethan 2011 Equity Award Plan) or are Constructiveriiinated (a
defined in your existing equity agreements), yoll be entitled to receive a payment amount equgatal payable pr
rata over such six month period following terminaji (i) six times your then current monthly basksaand (ii) six
times the monthly amount that the Company paidyfar participation in the Comparg/health insurance plan duri
the month immediately preceding your terminatiotedaubject to any and all conditions and qualifares contained i
this letter.

The foregoing amounts shall be made in accordarittetive Company's normal payroll practices; prodideowever
that the Company shall not make any severance pagroeless and until (x) you execute and deliveh&éoCompany
general release in substantially the form attadiexe at Appendix B (the “Releasey) (such Release is executed

delivered to the Company within twenwyie (21) days after your termination date and {zjjrae periods for revokin
the Release have lapsed. If you are terminatechglutie month of December of any calendar year aedowec
severance hereunder, no severance payments shalatbe prior to January Sl of the next calendar year and
amount that would have otherwise been payable toity®ecember of the preceding calendar year weilphid to yoi
on the first date in January on which you wouldeottise be entitled to any payment.

Following your termination date, all benefits offdrby the Company, including health insurance btnedhall ceas:
From and after such date, you may elect to contirawe participation in the Comparsyhealth insurance benefits
your expense pursuant to COBRA by notifying the @any in the time specified in the COBRA notice ywill be
provided and paying the monthly premium yourselbject to as otherwise stated herein.




Notwithstanding the above, if you are a "specif@tbloyee" within the meaning of Section 409A of khiernal
Revenue Code of 1986, as amended (the “Code”),ahgramounts payable to you during the first sbnthe and one
day following the date of your termination that sbtute nonqualified deferred compensation wittie meaning of
Section 409A of the Code (as determined by the Gmmyijn its sole discretion) shall not be paid to ymtil the date
that is six months and one day following such teation to the extent necessary to avoid adversedagequences
under Section 409A of the Code.

Sincerely,

_Isl Alec Carstensen
Alec Carstensen
VP of Talent

ACCEPTANCE AND ACKNOWLEDGMENT

To indicate your acceptance of this offer, pleaga and date the attached Acceptance and Acknowledgand return it to me. This letter, along whk
Carbonite Confidentiality, Invention Assignment aldn-Competition Agreement, set forth the terms of yemployment with Carbonite and supersede
prior representations or agreements, whether writteoral. This letter may not be modified or amemh@xcept by a written agreement, signed by thef

Executive Officer or Chief Financial Officer of @amite and by you.

Signature: /s/ Peter Lamson
Name: Peter Lamson
Date: March 9, 2015




Subsidiaries of Carbonite, Inc.

Subsidiary

Jurisdiction

Exhibit 21.1

Carbonite International Holdings, BV
Carbonite Securities Corporation
Carbonite China Holdings, LLC

Carbonite (China) Co., Ltd.
Carbonite India Holdings, LLC
Zmanda Technologies India Pvt. Ltd
6745385 Canada, Inc.

Carbonite GmbH
Carbonite Germany GmbH
MailStore Software GmbH

Netherlands
United Stékésssachusetts)
United Stateslébare)
China
United States i@yeare)
India
Canada
Switzerland
Germany
Germany

Carbonite Securities Corporation and Carboniteriv@tonal Holdings, BV are wholly owned subsidiara Carbonite, Inc. Carbonite China Holdings, LLC,
Carbonite India Holdings, LLC, 6745385 Canada,,|@arbonite GmbH and Carbonite Germany GmbH ardlywbwned subsidiaries of Carbonite
International Holdings, BV. Carbonite (China) Aad. is a wholly owned subsidiary of Carbonite Ghidoldings, LLC. Zmanda Technologies India Pvt..Ltd
is a wholly owned subsidiary of Carbonite India tiobs, LLC. MailStore Software GmbH is a wholly os¢hsubsidiary of Carbonite Germany GmbH.



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference ifdlewing Registration Statements:
* Registration Statement (Form S-3 No. 332400) of Carbonite, In
¢ Registration Statement (Form S-8 No. 33%373) pertaining to the Amended and Restated 3368k Incentive Plan and the 2011 Equity Av
Plan of Carbonite, Inc., and

e Registration Statements (Form S-8 Nos. 333-189983-187089 and 33B34332) pertaining to the 2011 Equity Award PlaiCafbonite, Inc

of our reports dated March 10, 2015, with respecthe consolidated financial statements of Carleomiic., and the effectiveness of internal contegi
financial reporting of Carbonite, Inc., includedtiis Annual Report (Form 10-K) for the year en@etember 31, 2014.

/sl Ernst & Young LLP

Boston, Massachusetts
March 10, 2015



Exhibit 24.1
POWER OF ATTORNEY

The undersigned directors of Carbonite, Inc., aaldare corporation (the “Companytyjo hereby nominate, constitute and appoint Moha#a
Anthony Folger and Danielle Sheer, and each of tiaividually, the true and lawful attorney or atieys of the undersigned, with power to act wit
without the other and with full power of substitutiand resubstitution, to execute in the name anbetalf of the undersigned as directors and afiof the
Company, the Annual Report of the Company on FobAK Tor the fiscal year ended December 31, 2014 anydaad all amendments thereto; and each ¢
undersigned hereby ratifies and approves all thidtattorneys or any of them shall do or causestddne by virtue hereof.

IN WITNESS WHEREOF, each of the undersigned hasuteel this Power of Attorney in one or more coyvaeis on the date set opposite his or her
name.

Signature Title Date
/s/ David Friend
Executive Chairman of the Board of Directors March 10, 2015

David Friend
Is/ Jeffry Flowers

Director March 10, 2015
Jeffry Flowers
/sl Charles Kane

Director March 10, 2015
Charles Kane
/s/ Todd Krasnow

Director March 10, 2015
Todd Krasnow
/s/ Timothy Clifford

Director March 10, 2015
Timothy Clifford
/sl Pravin Vazirani

Director March 10, 2015

Pravin Vazirani

/sl Stephen Munford
Director March 10, 2015




Stephen Munford



Exhibit 31.1
CERTIFICATIONS

I, Mohamad Ali, certify that:

1

2

| have reviewed this Annual Report on ForrrK16f Carbonite, Inc.;

Based on my knowledge, this report does notadoriny untrue statement of a material fact or aondttate a material fact necessary to make the
statements made, in light of the circumstancesuwtieeh such statements were made, not misleaditigrespect to the period covered by this
report;

Based on my knowledge, the financial statemamtd,other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and cfsivs of the registrant as of, and for, the pesipdesented in this report;

The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a) Designed such disclosure controls and procedoreaused such disclosure controls and procedotge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) Designed such internal control over finanaggdorting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principles;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttsi report our conclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in thegiegnt's internal control over financial reportitigat occurred during the registrant’'s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thehaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimernal control over financial reporting, to
the registrant’s auditors and the audit committeth® registrant’s board of directors (or persoegfigrming the equivalent functions):

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

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

Dated: March 10, 2015

/s/ Mohamad Ali

Mohamad Ali
Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS

I, Anthony Folger, certify that:

1 | have reviewed this Annual Report on ForrrKL6f Carbonite, Inc.;

2 Based on my knowledge, this report does notatorsny untrue statement of a material fact or anittate a material fact necessary to make the
statements made, in light of the circumstancesmuwtieh such statements were made, not misleaditigrespect to the period covered by this
report;

3 Based on my knowledge, the financial statemamtd,other financial information included in théport, fairly present in all material respects the

financial condition, results of operations and cfsivs of the registrant as of, and for, the pesipdesented in this report;

4 The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a) Designed such disclosure controls and procsdoreaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdeng the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

C) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntat report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such evaluation;
and

d) Disclosed in this report any change in thegtegnt's internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repog tas materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

5 The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimernal control over financial reporting, to
the registrant’s auditors and the audit committeth® registrant’s board of directors (or persoegfigrming the equivalent functions):

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

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

Dated: March 10, 2015

/sl Anthony Folger

Anthony Folger
Chief Financial Officer




Exhibit 32.1

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

In connection with the Annual Report of Carbonite,. (the “Company”) on Form 10-K for the perioddémy December 31, 2014 as filed with the Securities
and Exchange Commission on the date hereof (thpdi®®, |, Mohamad Ali, Chief Executive Officer ¢ifie Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9f@&dbarbanes-Oxley Act of 2002, that:

Q) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; an
2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of the Comp

/sl Mohamad Ali

Mohamad Ali

President and Chief Executive Officer
March 10, 2015

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyél be retained by the Company and furnisheth&o
Securities and Exchange Commission or its stafhupquest.



Exhibit 32.2

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

In connection with the Annual Report of Carbonites. (the Company) on Form 10-K for the period egddecember 31, 2014 as filed with the Securities a
Exchange Commission on the date hereof (the RepoAhthony Folger, Chief Financial Officer of ti@mpany, certify, pursuant to 18 U.S.C. Sectiob(l3
as adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that:

Q) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; an
2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of the Comp

/sl Anthony Folger
Anthony Folger

Chief Financial Officer
March 10, 2015

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyél be retained by the Company and furnisheth&o
Securities and Exchange Commission or its staffiupguest.



