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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 24

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
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Indicate by check mark if the registrant is a vielbwn seasoned issuer, as defined in Rule 405%dBédturities Act. Yes' No [l
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes' No [

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexcti3 or 15(d) of the Securities Exchange Act (§4L8uring the
preceding 12 months (or for such shorter periotittigregistrant was required to file such repodsay (2) has been subject to such filing requirgmfor the past 90 days.
Yes (1 No [J

Indicate by check mark whether the registrant lidsnitted electronically and posted on its corpok&b site, if any, every Interactive Data File riegd to be
submitted and posted pursuant to Rule 405 of Régnl&-T (§232.405 of this chapter) during the paing 12 months (or for such shorter period thatréigistrant was
required to submit and post such files). YesNo [/

Indicate by check mark if disclosure of delinquilets pursuant to Item 405 of Regulation S-K (82®% of this chapter) is not contained herein, &itidhot be
contained, to the best of registrant’s knowledgejéfinitive proxy or information statements incorgted by reference in Part Ill of this Form 104Kaoy amendment to this
Form 10-K. [

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

Large accelerated filer Accelerated filer
Non-accelerated filer [ (Do not check if a smaller reporting company) maller reporting company

Indicate by check mark whether the registrantsaell company (as defined in Rule 12b-2 of the Bxgje Act). Yes | No [

The aggregate market value of shares of commokk &iglad by non-affiliates as of June 30, 2014 |8t business day of the registrant's most regcenthpleted
second fiscal quarter, computed by reference telthgng sale price of $ 2.56 per share on The NAQDGlobal Market on June 30, 201 4 , was approiena$ 56,216,937 .
For p urposes of this disclosure, shares of comstack held by persons who held more than 10% obtlistanding shares of common stock at such tirdeshares held by
executive officers and directors of the registtzate been excluded because such persons may bedleebe affiliates. This determination of execetbfficer or affiliate
status is not necessarily a conclusive determindtioother purposes.

As of March 5, 2015 , there were 27,429,665 ,eshaf the registrant's common stock issued andamdig. All share and per share amounts in thisuah Report
on Form 10-K reflect the 1-for-2 reverse stocktsplithe registrant's common stock which took dffeamediately prior to the effectiveness of theisegtion statement for the
registrant's initial public offering.

DOCUMENTS INCORPORATED BY REFERENCE

Certain portions of the definitive Proxy Statemtnbe used in connection with the registrant’s 20Annual Meeting of Stockholders are incorpordigdeference
into Part Ill of this Form 10-K to the extent sttdhat Proxy Statement will be filed within 120ydaf registrant’s fis cal year ended Decembe2814 .
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes forwardking statements that reflect our current viewshwéspect to future
events or our future financial performance, areebam information currently available to us, anebime known and unknown risks,
uncertainties and other factors that may causaciual results, levels of activity, performancechievements to differ materially
from any future results, levels of activity, perf@nce or achievements expressed or implied by fbesard-looking statements. All
statements, other than statements of historicl éae statements that could be deemed forwardrgatatements, including
statements containing the words “believes,” “cdaxXpects,” “anticipates,” “estimates,” “intends 8bjjective,” “plans,” “possibly,”
“potential,” “predicts,” “targets,” “likely,” “may, “might,” “would,” “should,” “could,” and similarexpressions or phrases (including
the negative of such expressions or phrases). Wedrall such forward-looking statements to be oeddy the safe harbor
provisions for forward-looking statements contaiire&ection 21E of the Securities Exchange Act384l, as amended, or the
Exchange Act, and the Private Securities Litigat®iorm Act of 1995. Forward-looking statementdude, but are not limited to,
statements in the sections of this Annual Repoffanmn 10-K titled "Trends Affecting Our Businessida'Key Initiatives” as well as
statements about:

”ou ” o ”ou

" u ”

. our expected future financial performance;

. our expectations regarding our operating expenses;

. our strategies and business plan;

. our ability to maintain or broaden relationshipshagxisting customers and develop relationshiph wiw customers;

. our success in anticipating market needs or deirgdapew or enhanced services and products to rhese theeds;

. our expectations regarding market acceptance of@mwices and products;
. our ability to recruit and retain qualified techali@nd other key personnel;
. our competitive position in our industry, as wedlianovations by our competitors;

. our success in managing growth;
. our plans to expand into international markets;

. our success in identifying and managing potentigligsitions and integrating acquired companies;

. our capacity to protect our confidential informatiand intellectual property rights;
. our need to obtain additional funding and our aptlb obtain funding in the future on acceptablen® and
. anticipated trends and challenges in our busineddhee markets in which we operate.

Any forward-looking statements contained in thiswial Report on Form 10-K are based upon our higtbperformance and
our current plans, estimates and expectationsinghasion of this forward-looking information shauhot be regarded as a
representation by us or any other person thatutued plans, estimates or expectations contemplatess will be achieved. All
forward-looking statements involve risks, assumpgtiand uncertainties. Given these risks, assungpéiod uncertainties, you should
not place undue reliance on any forward-lookingesteents. The occurrence of
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the events described, and the achievement of {hecéed results, depend on many factors, some of athich are not predictable or
within our control.

Actual results may differ materially from expectedults. See “Risk Factors” and elsewhere in theual Report on
Form 10-K for a more complete discussion of théslesy assumptions and uncertainties and for otbks,rassumptions and
uncertainties. These risks, assumptions and uncietare not necessarily all of the importantdes that could cause actual results
to differ materially from those expressed in anyof forward-looking statements.

Other unknown or unpredictable factors also coaldrhour results. In light of these risks, uncetiasyand assumptions, the
forward-looking events discussed in this Annual &epn Form 10-K might not occur, and we therefqualify all of our forward-
looking statements by these cautionary statemAntsforward-looking statement made by us in this'Aal Report on Form 10-K
speaks only as of the date on which it is madeefixas required by law, we undertake no obligatiompdate publicly or revise any
forward-looking statements, whether as a resutiesf information, future events or otherwise.
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PART I

ITEM 1. B USINESS

Our Business

Synacor, Inc. (“we,” “Synacor” or the “Company”)tise trusted technology development, multiplatf@ernvices and
revenue partner for video, Internet and commurdecatproviders, and device manufacturers. We defivaern, multiscreen
experiences and advertising to consumers thatneguoale, actionable data and sophisticated impitatien.

Our customers are actively seeking incrementalmagepportunities. At the same time, consumer dgfiens are high,
driving the need for new features and servicesclvheéquire scale to be delivered cost-effectiv€lgnsumers want access to
digital content via PCs, tablets, smartphones amthected TVs. Video, mobile and social are typyctde underpinnings of
these new services, and we believe we have hds torplay as a neutral partner by helping to redtmnsumer and provider
complexity from the proliferation of content, dewj¢echnology and distribution options. Our procaféerings are categorized
as “Start,” “Watch,” and “Communicate.”

. “Start” encompasses our portals, next-gen startpagiegets, thematic mobile apps, and syndicat ed
content. These cross-device start experiencesdoelpustomers increase consumer engagement with the
brand by delivering relevant content and apps é@ ttustomers.

. “Watch” includes our award-winning Cloud ID Authamttion and Search & Discovery Metadata p
latforms, as well as our a dvanced v ideo s ervicessumers can watch TV on myriad devices, but we
believe that they find the login process frustmtirsynacor Cloud ID addresses this issue by offeaiuto-
authentication and social login, which have beewshto reduce consumer login failure. Once logged-i
our Search & Discovery Metadata Platform ensureswmers can successfully and easily find their
desired content. Further, we believe that we hagedm important part to play as use of streamidgovi
increases. We are working with partners to bolsterend-to-end offeringnd build a team to deliver the
advanced video solutions.

. “Communicate” describes our longtime business tif’eeéng white-label email and messaging solutions,
including hosting, secur ity, migration and morathmillion s of mailboxes, our established draad
messaging business continues to open doors intmppartunities.

Our technology offers our customers a comprehersiligion by providing their consumers accesshooad range of
online products and services. Following initiakigtation with our technology, our customers gaireas to a wide range of
programmers and content and service providerswiiim we have licensing and distribution agreementaddition, we may
integrate into our technology the content and sessthat form part of our customers’ existing affgs. Our flexible
architecture integrates with our customers’ billamgd subscriber management systems, as well ashaitlparty content and
services.

Consumers engage with our products and serviceadghrour customers’ portals, and based on consunespgective
subscription levels. We monetize the online tradémerated by these consumers through search iathgrtdigital advertising,
and syndicated content. Our business model crdaggs customer relationships; as
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we monetize our customers’ online traffic, we staportion of this revenue with our customers, Itexyin a mutually
beneficial partnership. Additionally, many of owstomers pay us to license our complete suitelafiens or a la carte
offerings.

Recent Developments

On January 14, 2015, we purchased all of the exelbl property and tangible personal property fimbleTV, LLC,
a New York City-based provider of multiscreen, llvear television programming for pay-TV subscribéVe believe this
strategic purchase complements our expanding \ideduct portfolio.

W e announced on March 3, 2015 our partnership aviftomcast Corporation subsidiary, thePlatform, LaC
thePlatform. Through our partnership, our integtaelutions will now include access to the theBlatfs video management
system, for multiscreen video workflow, policy mgeanent and playback services.

Our Strategy

Our strategy is supported by four key pillars tiveliour business, with operational discipline aadral financial footing
as its base:

increase value for existing customers by optimizingsumer experience and monetization;

. innovate on Synacor-as-a-platform for advancedicesy

. win new customers in current and related verticaist

. extend our product portfolio into emerging growtbas.
Ouir first pillar of growth - Increasing value for existing customers by optimizing user experience anghonetization

T hrou gh our portal and email businesses we fiaatie in the $60 billion multiplatform search ardvartising market.
We are accelerating the time it takes for custasrterlaunch of our new portal . Our new portattis@m-based , has video
threaded throughout and is responsive on mobite jtehas been designed for engagement and motietiza

Our second pillar of growth — Innovating on Synacoras-a-platform for advanced services.

Our Cloud ID Authentication Platform has garnenediistry recognition and awards—especially for ddogin and
auto authentication, which report some of the rstjleensumer login success rates in the industry.

We believe we have an important role to play asitimaber of streaming video consumers increaseste aprojected
65 million users in 2016. We see a fragmented leaquis of vendors and we believe that our custonmerkaking for a one-
stop, trusted partner. We have begun creatingfegsional services team to deliver end-to-end, mechke video solutions, and
we will work with partners in the video ecosystemdeliver these video solutions.

Our third pillar of growth — Winning new customers in current and related verticals

We have an established presence among small, medidrarge broadband and pay-TV providers in tt& dnd
Canada. Some of these providers use our compliggea$isolutions, and others use components. Tigisgnts a growth
opportunity for us within our existing customer bas
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We also are redefining the “Startpage.” Viewing stertpage as not only a portal, but also as aetjidyndicated
content, or a thematic mobile app opens up oppitigsrfor us to syndicate our products to new ealti and publishers.

Our fourth pillar of growth — Extending our product portfolio into emerging growth areas

As we work on our product, operations, and go-tokeiagroundwork to support growth of our businegs,are also
mindful of significant opportunities that lie ahesuth as international expansion and delivery sfrimss services. We have an
early foothold in Latin America, where we are waigiwith significant operator customers to capialin these opportunities to
pursue additional opportunities abroad.

Products and Services

As the trusted partner to our customers, we us@myrietary technology solutions to drive consuerggagement
through an array of online content and serviceh siscportals, search, digital advertising, autleatibn, end-to-end video
solutions, apps and syndicated content.

We generate revenue from consumer traffic on @it skperiences through search and digital adusgti®venue,
which we collect from our search partner, Googte,lor Google, our advertising network providerd divectly from
advertisers. We typically share a portion of ttearsh and digital advertising revenue with our acugrs. We also generate
recurring revenues in the form of subscriber-bdsed , which we collect from our customers, foruke of our technology,
premium services and paid content.

Our portfolio of products and services includes:

Start Experiences We create, design and develop multi-device staepégr Internet and communications
providers, as well as device manufacturers. Out sigeriences include personalized content
designed to keep the consumer engaged and arequbtweiour media and programming library.

During 2014, we launched our next-generation stgperience that features a continuous
stream of content. Coupled with our identity mamaget platform, the consumer’s credentials
deliver a seamless, personalized experience aalladsvices.

Our start experiences allow our customers to cie@eded, dynamic, customizable online
experiences containing content from various sourtlesy also allow for billing integration,
personalization and video delivery.
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Advertising

Video Experience

We believe that Internet advertising revenue oppuities continue to grow. We intend to
optimize our revenue through the use of video adsadher higher value advertisements on our start
experiences and email products, as well as explgpertunities available in mobile advertising.

For search advertising, we have a revenue-shagiagianship with Google, pursuant to
which we include a Google-branded search tool arstart experiences. When a consumer makes a
search query using this tool, we deliver the quer§oogle and they return search results to
consumers that include advertiser-sponsored lifiklse consumer clicks on a sponsored link,
Google receives payment from the sponsor of thiatdind shares a portion of that payment with us.

Digital advertising includes video, image and t@dvertisements delivered on one of our start
experiences. Advertising inventory is filled witbeertisements sourced by our direct sales force,
independent advertising sales representatives dreftssing network partners. Revenue is
generated when an advertisement displays, othekni®&n as an impression, or when consumers
view or click an advertisement, otherwise knowrmasction. Digital advertising revenue is
calculated on a cost per thousand impressiongstrper mille or CPM, or cost per action basis.

Our video experience provides our customers arid¢basumers an end-to-end solution for
delivering and viewing television and videos. Weph streaming video service that gives
consumers one place to find TV shows, movies and-$brm videos from many genres. We enable
distributors to aggregate and merchandise manyenbgeburces into one place. Our product
supports live TV, video on demand, pay-per-trangagcsubscription, over-the-top, or OTT, and
more. We give consumers one place to find what teayt to watch and many options for how they
can watch it.

The video experience includes a number of featdilegble playback options, allowing
securely delivered video to be played back baseal \ariety of options; smart recommendations,
enhancing the search and discovery process andipnavthe consumer with personalized
recommendations; and TV controls, putting consurimeesntrol of the viewing experience to watch
live or later on any device and to set notificasidor their favorite programming.

We are dedicated to being a trusted service pattnaur customers , who are navigating a
rapidly changing video entertainment industry. Veigéhinvested in our video experience product
and will continue to do so. Our purchase of assetas NimbleTV and our hiring of NimbleTV’s
employees provide us additional technology, experdind knowledge that will complement our
advanced video offering.
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Cloud ID Our Cloud ID product is an award-winning identitamagement platform, allowing our
customers to unlock entitled con tent for theiramers using single sign-on technology. Our
product authorizes consumers to access onlinetaimeent — TV shows, movies, sports and more —
across multiple devices. We also offer distribitod application-variable permissions that allow
consumers to use their existing credentials tosscadditional services offered by our customers.

Our scalable solution for identity management irdaégs with existing infrastructure. Cloud
ID provides complete access control, ID usage sugdénd fraud prevention.

Communigations We host millions of mailboxes that deliver messagdiably and consistently for our
(Email) customers.

We offer hosting and management of a cross-devieb;based email product. Our email
product is customizable and acts as an extensionrodustomers’ digital propert ies, giving them
and us additional direct advertising revenue oppities. We also provide our customers migration
services from other email hosts to our email proéduc

Subscriber-based We offer both free-to-subscriber content and seroiferings and paid content and premium
Services services, which are paid for by our customers eir subscribers, individually or in bundled
packages. The packages are accessed via our sigigien capability according to access rules
established by our customers and the content vicegoroviders. These are available on our start
experiences as well as the websites of the coatehservice providers.

Technology and Operations
Technology Architecture

Our technology has been designed and built to stipplaability and scalability. To route traffictbugh our network in
the most efficient manner, we use load-balancimglpets, which spread work among multiple serverd,lmk controllers,
which monitor availability and performance of mplé connections. Our technology is fault tolerard acalable through the
addition of more servers as usage grows.

Data Center Facilities

We currently operate and maintain six data ceritersgionally diverse locations and have a netvapé&rations center
which is staffed 24 hours a day, seven days a w@ekprimary data centers are located in shardlitiiee in Atlanta, Georgia,
Dallas, Texas; Lewis Center, Ohio; Denver, Coloraronto, Canada and Amsterdam, The Netherland@sadb maintain a
secondary data center in a shared facility in Bafflew York. All systems are fully monitored farporting continuity and fault
isolation. The data centers are each in a phygisatiure facility using monitoring, environmenttrans, closed circuit
television and redundant power sources. Our netepékations center also is located in a securétjaci

Customers

Our customers principally consist of high-speeeéinét service providers, such as Cequel CommuaiegtLLC , or
Suddenlink Communications, Mediacom Communicatidasporation and
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CenturyLink, Inc., or CenturyLink, as well as comsr electronics manufacturers, such as Toshiba igmérformation
Systems, Inc., or Toshiba. Our customer contrggisdlly have an initial term of two to three ye&n@m the deployment of our
start experiences and frequently provide for onmore automatic renewal terms of one to two yeach eOur customer
contracts typically contain service level agreera¢int call for specific system “up times” and DAits per day, seven days per
week support. As of December 31, 2014, we had agrats with over 50 customers.

Content and Service Providers

We license the content which we provide to our@uwstrs, including free and paid content offeringd premium
services, from numerous third-party content andisempartners. These partners provide a varietoofent, including news and
information, entertainment, sports, music, videaangs, shopping, travel, autos, careers and fin@werelationships with
content providers give consumers access to ovehondred thousand short-form video and articles @aenth. To obtain this
content, we enter into a variety of licensing agements with the content providers. These arrangenage typically one to
three years in duration with payment terms that bwpased on traffic, advertising revenue shanapen of subscribers, flat fee
payments over time, or some combination thereofudéelicensed content to populate our start expeeig as well as to
provide premium services and paid content that@iliErs may purchase for additional fees. As ofdddoer 31, 2014, we had
arrangements with over 50 content providers sucthasAssociated Press, Tribune Content AgencyuhetMedia Services,
Inc., Rdio and Bankrate.

Sales and Marketing

Our sales and marketing efforts focus on five primaeas: customer acquisitions, client servicespant management,
marketing and advertising sales. Our customer aitiui team consists of direct sales personnel gdtlcupon prospective
customers, typically large and mid-sized high-spegetnet service providers and consumer electsomanufacturers. A
significant amount of time and effort is devoteddeearching and analyzing the requirements arettibgs of each prospective
customer. Each bid is specifically customized Far prospective customer, and often requires mamthe®f interaction and
negotiation before an agreement is reached.

Once an agreement is reached, our client senaess,tworking closely with the customer acquisititeeam, assumes
responsibility for managing the customer relatiopgturing the time of the initial deployment andeigration period, which is
usually three to six months. During this perio@ gustomer’s technology is assessed and, if rejuimedifications are
proposed to make it compatible with our technoldgye client services team is responsible for thadityuof the client
deployment, customer relationship management dihieagime of deployment, and integration and priojeanagement
associated with upgrades and enhancements.

After deployment, our account management team takesmanagement of the customer relationshipyaime the
ways in which a customer could further benefit frioitreased use of our products and services. T¢tmiat management team
is responsible for ongoing customer relationshipaggment, upgrades and enhancements to the agalallucts and services,
as well as tracking the financial elements andguerénce of the customer relationship.

Our marketing team works closely with our accouahagement team to deliver marketing programs thgiat our
customers’ sales efforts as well as their consunm@esaction with these products and services.a8f&st our customers in
developing marketing materials and advertising taait be accessed by consumers through differentarneatiets, including the
Internet, print, television, and radio. We alsdastssur customers in training
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their customer service representatives to introduncksell premium services and our paid conteetrioifs to new and existing
customers.

Our advertising sales team sells advertising imwgrdirectly to advertisers, frequently through #uvertising agencies
representing those advertisers. These advertisgydmsmall companies with the advertising locatlyegionally focused on
the start experiences of one customer, or larggeoias with nationwide advertising on the startegigmces of many
customers. We have a team of direct advertisirggsahployees and independent advertising salessesgatives focused on
this effort and will continue to develop this teamd attempt to grow the amount of advertising reeegenerated with our
customers. As of December 31, 2014, we had arraegesmvith over 50 advertising partners such as R@lick, NCC Media,
Criteo, Razorfish and Comcast Spotlight.

Government Regulation

We generally are not regulated other than underniational, federal, state and local laws applieablthe Internet or e-
commerce or to businesses in general. Some regukatithorities have enacted or proposed specifis End regulations
governing the Internet and online entertainmenesEnaws and regulations cover issues such asaaxgticing, content,
distribution, quality and delivery of services gimdducts, electronic contracts, intellectual propeghts, user privacy and
information security.

Federal laws regarding the Internet that could tavempact on our business include the followihg: Digital
Millennium Copyright Act of 1998, which is intendéal reduce the liability of online service providef third-party content,
including content that may infringe copyrights ights of others; the Children’s Online Privacy Raiion Act, which imposes
additional restrictions on the ability of onlinengees to collect user information from minors; ahd Protection of Children
from Sexual Predators Act, which requires onlinwise providers to report evidence of violationdederal child pornography
laws under certain circumstances.

Laws and regulations regarding user privacy anarinétion security impact our business because Wectand use
personal information through our technology. We théginformation to deliver more relevant contant services and provide
consumers with a personalized online experienceshéee this information on an aggregate basis eittcustomers and
content providers and, subject to confidentialgyegements, to prospective customers and contewidars. Laws such as the
CAN-SPAM Act of 2003 or other user privacy or setyulaws could restrict our and our customers’ ipilo market products to
their consumers, create uncertainty in Internegesad reduce the demand for our services and giodurequire us to
redesign our start experiences.

Intellectual Property

We believe that the protection of our intellectpadperty is critical to our success. We rely onyeaht, service mark
and patent enforcement, contractual restrictiomsteate secret laws to protect our proprietarytégWe have entered into
confidentiality and invention assignment agreemauitis our employees and contractors, and nondiscéoagreements with
certain parties with whom we conduct business dteoto limit access to and disclosure of our peetary information. In
January 2015, we acquired intellectual propertgiuiding patents, through our purchase of assetts MonbleTV. Additionally,
we have applied for patents to protect certainusfiotellectual property. Our registered servicekna the United States is
Synacor® .

We endeavor to protect our internally developedesys and maintain our trademarks and service mérksgenerally
control access to and use of our proprietary saévaad other confidential information through tise of internal and external
controls, including contractual protections withmayees, contractors, customers and partners, ansoftware is protected by
United States and international copyright laws.
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In addition to legal protections, we believe tradtbrs such as the technological and creativessidilbur personnel, new
product developments, frequent product enhancenagtseliable product support and services arendak establishing and
maintaining a technology leadership position.

Competition

The market for Internet-based services and prodoetdich we operate is highly competitive and ilves rapidly-
changing technologies and customer and consumeireegents, as well as evolving industry standandsfeequent product
introductions. While we believe that our technoladfers considerable value and flexibility to ourstomers by helping them to
extend their consumer relationships to a wide wapé Internet-based services, we face competiiofour levels:

When one of our prospective or existing customersicers another supplier, including one of outrgas, for
elements of the services or products which we plievi

. When consumers choose to rely on other vendorsifatar products and services.

. When content and service providers prefer to estalirect relationships with one or more of oustomers.

When one of our customers decides to make thefisigmi headcount and technology investment to dgvel
products and services in-house similar to thosewkeagrovide.

Our technology competes primarily with high-spestgginet service providers that have internal infation technology
staff capable of developing similar solutions inske. In addition, we compete with companies sudkaagbook, Inc., Yahoo!
Inc., or Yahoo!, Google, AOL LLC, or AOL, Hulu, NBx, Amazon, and MSN, a division of Microsoft Camation, or
Microsoft, which have destination websites of tlim or are capable of delivering content, sereiferings and search or
advertising models similar to ours.

We also compete with providers of paid content sentices over the Internet, especially companids thie capability
of bundling paid content and premium services irchmine same manner that we do. These companieslnEISPN3, F-Secure
Corporation, Exent Technologies Ltd., Zynga IncLLB/Advanced Media, Symantec Corporation, McAfee, |Activision
Blizzard, Inc. and Electronic Arts Inc. In someeasve have performed software integrations witsgteompanies on behalf of
our customers or, as in the case of F-Secure Catipor we have partnered with them in order tordffeir services more
broadly to all our customers.

We believe the principal competitive factors in auarkets include a company’s ability to:

. reinforce the brands of our cable, satellite, @he@nd consumer electronics customers;
. produce products that are flexible and easy to use;
offer competitive fees for start experience develept and operation;
generate additional revenue for our customers;
enable our customers to be involved in designied'liiok and feel” of their online presence;

. offer services and products that meet the changiegls of our customers and their consumers, inuglinergin
technologies and standards;
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. provide high-quality product support to assist¢bstomer’s service representatives; and
. aggregate content to deliver more compelling buhgieckages of paid content.

We believe that we distinguish ourselves from piééoompetitors in three principal ways. First, p@vide a white-
label solution that, unlike the co-branded appraafamost of our competitors, creates a consumeermamqce that reinforces our
customers’ and partners’ brands. Second, we gig®mers control over the sign-on process and gifiimction for a wide
range of Internet services and content by integgatiith their internal systems (where applicabiheyéby allowing our
customers to “own the consumer.” Finally, our sols are flexible and neutral, meaning that wevaliieliverables that are
customized to our customers’ specific needs, asageldvanced video solutions that are either erght or a la carte.

Employees

As of December 31, 201 4 , we had 230 employe#iseitunited States and 28 in Canada. None of outasmes is
represented by a labor union, and we consider mueraployee relations to be good.

Corporate Information

Synacor's predecessor company was originally forasea New York corporation, and in November 20@2a8or re-
incorporated under the laws of the State of Delaw@ur headquarters are located at 40 La RivieneeDBuffalo, New York
14202, and our telephone number is (716) 853-1362.

We have determined that we h ave a single repostiggnent. A summary of our financial informationdsographic
location is found in Note 6, thformation About Segment and Geographic Aréas the Notes to Consolidated Financial
Statements. Our international operations and sallejgct us to a variety of risks; see ltem 1A, KR#sctors,” for further
discussion.

Available Information

Our Internet website address_is _http://www.synaoon. We provide free access to various reports thdilevevith or
furnish to the Securities and Exchange CommissibBEC, through our website, as soon as reasopeadtyicable after they
have been filed or furnished. These reports inglbdeare not limited to, our annual reports onnka0-K, quarterly reports
on Form 10-Q, current reports on Form 8-K, and amgndments to those reports. Our SEC reports candassed through the
investor relations section of our website, or tigtohttp://www.sec.gov Information on our website does not constitute pa
this Annual Report on Form 10-K or any other repeetfile or furnish with the SEC. Stockholders magjuest copies of these
documents from:

Synacor, Inc.

Investor Relations Department
40 La Riviere Dr.

Suite 300

Buffalo, New York 14202
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ITEM 1A. RISK FACTORS

Our business and financial results are subjectumarous risks and uncertainties, including thosscdbed below,
which could adversely and materially affect ouribass, financial condition or results of operatioN®u should carefully
consider these risks and uncertainties, includimgfbllowing risk factors and all other informati@ontained in this Annual
Report on Form 10-K, together with any other docatmneve file with the SEC.

Risks Related to Our Business

Our search advertising partner, Google, accounts faa significant portion of our revenue, and any los of, or diminution
in, our business relationship with Google would madrially and adversely affect our financial performance.

We rely on traffic on our start experiences to gateesearch and digital advertising revenue, ataobal portion of
which is derived from text-based links to adverssevebsites as a result of Internet searches. 8Ve & revenue-sharing
relationship with Google under which we include @@le-branded search tool on our start experieMdégn a consumer
makes a search request using this tool, we detit@iGoogle, and Google returns search resultstthat include advertiser-
sponsored links. If the consumer clicks on a spatstink, Google receives payment from the spoon$diat link and shares a
portion of that payment with us. We then typicalhare a portion of that payment with the applicabletomer. Our Google-
related search advertising revenue attributabtaitacustomers, which consists of the portion ofghgment from the sponsor
that Google shares with us, accounted for appraeiyng 6%, 51 %, and 42 % of our revenue in 202@1, 3 and 201 4, or $
68.5 million, $ 57.5 million and $ 45.4 million,geectively. Our agreement with Google was renewedarch 2014 for a three
year term and expires in February 2017 unless weGmogle mutually elect to renew it. Additionalgpogle may terminate our
agreement if we experience a change in contralgienter into an agreement providing for a changmitrol, if we do not
maintain certain search and digital advertisinggreie levels or if we fail to conform to Google'arah policies and advertising
policies. Google may from time to time change isting, or establish new, methodologies and mefiéc valuing the quality
of Internet traffic. Any changes in these methodas, metrics and advertising technology platfoomsid decrease the
advertising rates that we receive and/or the amolurgvenue that we generate from digital advemntsets. If advertisers were to
discontinue their advertising via Internet searcifésoogle's revenue from search-based advertisieng to decrease, if
Google's share of the search revenue were to besised or if our agreement with Google were teebmihated for any reason
or renewed on less favorable terms, our busingemdial condition and results of operations wdwdmaterially and adversely
affected. Moreover, consumers' increased use oflséaols other than the Google-branded searchaegirovide would have
similar effects.

A loss of any significant customer could negativelgffect our financial performance.

We derive a substantial portion of our revenue feosmall number of customers. Revenue attributabiieese
customers includes the subscriber-based revenneddirectly from them, as well as the search agititiadvertising revenue
earned through our relationships with our adverjgartners, such as Google, based on traffic geegefrom our start
experiences. Revenue attributable to Charter Conwations , Inc. , or Charter Communications, Ceyltink (including
revenue attributable to Qwest), Toshiba and VerRervices Group, Inc., or Verizon, together accedifibr approximately
73% , 68% and 67% of our revenue , or $88.4 mill#6.6 million and $ 71.1 million for the yeaemsded December 31, 2012,
2013 and 2014, respectively. For each period,
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revenue attributable to o ne of these customermsusated for 20% or more of total revenue, and theddhe other three
customers accounting for more than 10% of totatnere .

Our contracts with our customers generally havimiial term of approximately two to three yearsrfr the launch of
their start experiences and frequently provideofoe or more automatic renewal terms of one to tearyeach. If any one of
these key contracts is not renewed or is othertgisrinated, or if revenue from these significargtomers declines because of
competitive or other reasons, our revenue wouldirtieand our ability to achieve or sustain profili&bwould be impaired. For
example, in May 2013 we entered into an amendnoeotit agreement with Charter Communications whitibées Charter
Communications to terminate the agreement upora96’ avritten notice, and in June 2014 we enteréa &m amendment to our
agreement with Charter Communications reducindtkadth of the services that we provide to Ch&tenmunications .
Accordingly, we expect revenue attributable to @raCommunications to decline in future periodsadidlition to the loss of
subscriber-based revenue, including start expegiand paid content sales, we would also lose gignif revenue from the
related search and digital advertising serviceswieaprovide. In addition to the decline of revenwe may have to impair our
long-lived assets, to the extent that such assetsseed exclusively to support these customers;hwihbuld adversely impact
our results of operations and financial position.

We have a history of significant pre-tax net losseend may not be profitable in future periods, whichwould limit our
ability to use our net operating loss carryforwards

We have incurred significant losses in each yeapefation other than 2009, 2011, and 2012, inotydi pre-tax net
loss of $3.6 million in 2010, a pre-tax net losstf 5 milli on in 2013 and a pre-tax net loss & 3 million in 2014. Our pre-
tax net income in 2009, 2011, and 2012 was $0.Bomjl$ 3 .9 million, and $ 5.6 million, respectiyeWe have taken cost
saving measures, including a reduction in workfa@aeied out in September 2014. However, our exgEngy increase in
future periods as we implement initiatives desigregrow our business including, among other thitlygs development and
marketing of new services and products, licensingpatent, expansion of our infrastructure andrima¢ional expansion. If our
revenue does not sufficiently increase to offses¢hexpected increases in operating expenses, wmaoa significant losses
and may not be profitable. Our revenue in 2014idedlas compared to 2013, and our revenue in 28&lthdd as compared to
2012. W e may not be able to return to or mainpagfitability in the future. Any failure to achiev® maintain profitability may
materially and adversely affect our business, firrcondition, results of operations and impaataility to utilize our net
operating loss carryforwards. In 2014, as a redithe pre-tax cumulative loss we incurred overghst three years, we
established a full valuation allowance againstdeferred income tax asset, which includes our petating loss carryforwards.

Many individuals are using devices other than perswal computers and software applications other thannternet
browsers to access the Internet. If users of theskevices and software applications do not widely ago the applications
and other solutions we develop for them, our busirss could be adversely affected.

The number of people who access the Internet thrdegices other than PCs, including tablets, srhartps and
connected TVs, has increased dramatically in tiséfeav years and is projected to continue to ireee&imilarly, individuals
are increasingly accessing the Internet througls agiper than Internet browsers, such as thoseaiailor download through
Apple Inc.'s App Store and the Android Market. Wadnintroduced the next generation of our stareggpces, which includes
our mobile device portal that configures most mebiévices, as well as our desktop portal s andwstom homescreen for
Android devic es. If consumers do not use our s&#t experiences at all or use our new startrgxpees less frequently than
our previous start experiences , our financislits could be negatively affected. A dditionalig,new devices and new apps
are continually being
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released, it is difficult to predict the probleme may encounter in developing new versions of ppsand other solutions for
use on these alternative devices and apps, andayeeed to devote significant resources to thetiorgasupport and
maintenance of such apps and solutions. If usettsesk devices and apps do not widely adopt the apg other solutions we
develop, our business, financial condition and ltesaf operations could be adversely affected.

Consumer tastes continually change and are unpredible, and our sales may decline if we fail to enlmae our service
and content offerings to achieve continued subscréy acceptance.

Our business depends on aggregating and providiwvices and content that our customers will platewr start
experiences, including television programming, neemtertainment, sports and other content that sdiscribers find
engaging, and premium services and paid contenthiba subscribers will buy. Accordingly, we masintinue to invest
significant resources in licensing efforts, reskacd development and marketing to enhance ouiceesmd content offerings,
and we must make decisions about these mattersnagdivance of product releases to implement threantimely manner. Our
success depends, in part, on unpredictable andledkrctors beyond our control, including consurpesferences, competing
content providers and websites and the availakifityther news, entertainment, sports and othefcees and content. While we
work with our customers to have their consumersidmages and homescreens set to our start expesiencensumer may
easily change that setting, which would likely dexye the use of our start experiences. Similaslysumers who change their
device's operating system or Internet browser neelpnger have our start experiences set as thisutlidhomepage or
homescreen, and unless they change it back taaiesperience, their usage of our start expeegmmuld likely decline and
our results of operatio ns could be negatively ioteéh Consumers who acquire new consumer electradeizices will no longer
have our start experience initially set as thefadik homepage, and unless they change the defaolir start experience, their
usage of our start experiences would likely decdind our results of operations could be negativepacted.

If our services are not responsive to the requirgmef our customers or the preferences of theisemers, or the
services are not brought to market in a timely efffielctive manner, our business, financial conditiod results of operations
would be harmed. Even if our services and contensaccessfully introduced and initially adoptedubsequent shift in the
preferences of our customers or their consumersl @awse a decline in the popularity of our serwiaed content that could
materially reduce our revenue and harm our busjrfi@sscial condition and results of operations.

Our sales growth will be adversely affected if wera unable to expand the breadth of our services anproducts or to
introduce new services and products on a timely bas

To retain our existing customers, attract new gusis and increase revenue, we must continue tdagesad introduce
new services and products on a timely basis antineento develop additional features to our exgtinoduct base. If our
existing and prospective customers do not perabdaewe will deliver our services and products oneglule, or if they do not
perceive our services and products to be of sefficvalue and quality, we may lose the confidericaio existing customers
and fail to increase sales to these existing custsnand we may not be able to attract new cusgmach of which would
adversely affect our operating results.

Our sales cycles and the contracting process witrew customers are long and unpredictable and may resre us to incur
expenses before executing a customer agreement, ethimakes it difficult to project when, if at all, we will obtain new
customers and when we will generate additional revie and cash flows from those customers.
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We market our services and products directly thitsigeed Internet service providers and consumetretgcs
manufacturers. New customer relationships typidalke time to obtain and finalize because of theldésome cost of
migrating from an existing solution to our platfarBue to operating procedures in many organizatiarsignificant time period
may pass between selection of our services andiptetly key decision-makers and the signing ofrdareot. The length of time
between the initial customer sales call and thizagaon of significant sales is difficult to prediand can range from several
months to several years. As a result, it is diffico predict when we will obtain new customers aviten we will begin to
generate revenue and cash flows from these padteetiacustomers.

As part of our sales cycle, we may incur significaxpenses in the form of compensation and reketpenses and
equipment acquisition before executing a definiageeement with a prospective customer so that asebe ready to launch
shortly following execution of a definitive agreembelf conditions in the marketplace generally attva specific prospective
customer change negatively, it is possible thadefanitive agreement will be executed, and we béllunable to recover any
expenses incurred before a definitive agreemesmtasuted, which would in turn have an adverse effeour business,
financial condition and results of operations.

Most of our customers are high-speed Internet serge providers, and consolidation within the cable ah
telecommunications industries could adversely afféour business, financial condition and results obperations.

Our revenue from high-speed Internet service pergidncluding our search and digital advertisieigenue generated
by online consumer traffic on our start experieneesounted for approximately 8 0 % of our reveinu201 2 , approximately 8
3 % in 201 3 and approximately 8 5 % in 201 4 . Thlele and telecommunications industries have épezd consolidation
over the past several years, and we expect theatrénd will continue. As a result of consolidatisome of our customers may
be acquired by companies with which we do not hegisting relationships and which may have relatigps with one of our
competitors or may have the in-house capacity tiopa the services we provide. As a result, sugfuiitions could cause us
to lose customers and the associated subscribedlaasl search and digital advertising revenue. Uowaleagreements with
some of our customers, including Charter Commuiuinat, Verizon and CenturyLink, they have the righterminate the
agreement if we are acquired by one of their coitgst

Consolidation may also require us to renegotiateagteements with our customers as a result ofrergtbacustomer
leverage. We may not be able to offset the effecésy such renegotiations, and we may not betabdd¢tract new customers to
counter any revenue declines resulting from the tdustomers or their subscribers.

As technology continues to evolve, the use of ourqaucts by our current and prospective consumer elgronics
manufacturer customers may decrease and our businesould be adversely affected.

The consumer electronics industry is subject tadrapange, and our contracts with our consumetreleics
manufacturer customers are not exclusive. As coesetectronics manufacturers continue to develep teehnologies and
introduce new models and devices, there can beswrance that we will be able to develop solutibas will persuade
consumer electronics manufacturers that are otomgs's at such time to utilize our technology fayge new devices. If our
current and prospective consumer electronics maturfr customers elect not to integrate our sahgtiato their new products,
our business, financial condition and results afrafions could be adversely affected.

Moreover, updates to Internet browser technology auversely affect our business. For example, fiorconsumer
electronics manufacturer customers that have theltVs 8 operating system pre-installed on some of
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their devices, the Windows 8 operating system glace start experience on a second tab when tembtitbrowser is launched,
leading to decreased search and digital advertiewmgnue.

We invest in features and functionality designed tincrease consumer engagement with our start expemnces; however,
these investments may not lead to increased revenue

Our future growth and profitability will depend liarge part on the effectiveness and efficiencywfefforts to provide
a compelling consumer experience that increasesucoer engagement with our start experiences. We tmade and will
continue to make substantial investments in featarel functionality for our technology that areigeed to drive consumer
engagement. Not all of these activities directlgaerate revenue, and we cannot assure you that ieap sufficient rewards
from these investments to make them worthwhiléhéfexpenses that we incur in connection with tlaesigities do not result in
increased consumer engagement that in turn résukvenue increases that exceed these expensdgjsiness, financial
condition and results of operations will be advisreéfected.

Our services and products may become less competiior even obsolete if we fail to respond to techlogical
developments.

Our future success will depend, in part, on oulitgib modify or enhance our services and prodttsheet customer
and consumer needs, to add functionality and toemddechnological advancements that would imptioeie performance. For
example, if our smartphone and tablet productddaiapture the increased search activity on seeitds or if our services and
products do not adapt to the increasing video usagée Internet or to take into account evolviegelopments in social
networking, then they could begin to appear obsolgimilarly, if we fail to develop new ways to el content and services
through apps other than traditional Internet brag;seonsumers could seek alternative means of siagesontent and services.

To remain competitive, we will need to develop reesvices and products and adapt our existing anaddress these
and other evolving technologies and standards. Mew&e may be unsuccessful in identifying new opputies or in
developing or marketing new services and productstimely or cost-effective manner. In additionr product innovations
may not achieve the market penetration or priceltenecessary for profitability. If we are unaldedevelop enhancements to,
and new features for, our existing services andyets or if we are unable to develop new servioesproducts that keep pace
with rapid technological developments or changimdustry standards, our services and products meynie obsolete, less
marketable and less competitive, and our busindsbevharmed.

We depend on third parties for content that is critcal to our business, and our business could sufférwe do not continue
to obtain high-quality content at a reasonable cost

We license the content that we aggregate on ortrestperiences from numerous third-party conteaviaers, and our
future success is highly dependent upon our altdityaintain and enter into new relationships whidse and other content
providers. In the future, some of our content pilevs may not give us access to high-quality conteay fail to adapt to
changes in consumer tastes or may increase thiiesy&es or percentages that they charge uséar content, any of which
could have a material negative effect on our opegatsults. Our rights to the content that we rifeour customers and their
consumers are not exclusive, and the content peavicbuld license their content to our competitOus: content providers
could even grant our competitors exclusive licenseaddition, our customers are not prohibitedrfrentering into content
deals directly with our content providers. Any @@ to enter into or maintain satisfactory arrangets with content providers
would adversely affect our ability to provide aiesy of attractive services and products to out@ugrs. Our reputation
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and operating results could suffer as a resultjtaméy be more difficult for us to develop newat@nships with potential

customers.

Our revenue and operating results may fluctuate, witch makes our results difficult to predict and coutl cause our results
to fall short of expectations.

As a result of the rapidly changing nature of therkets in which we compete, our quarterly and ahrexeenue and
operating results are likely to fluctuate from perto period. These fluctuations may be causedrynaber of factors, many of
which are beyond our control, including but notited to the various factors set forth in this "Riskctors" section, as well as:

any failure to maintain strong relationships angbfable revenue-sharing arrangements with our bearddigital
advertising partners, in particular Google, inchgda reduction in the quantity or pricing of spamesblinks that
consumers click on or a reduction in the pricingligital advertisements by advertisers;

the timing of our investment in, or the timinfyjour monetization of , our products and servicgsch as our
end-to-end video solutions portfolio;

any failure of significant customers to renew ttegjreements with us;

our ability to attract new customers;

our ability to increase sales of premium serviaes gaid content to existing subscribers;

any development by our significant customers ofithieouse capacity to replace the services we gegvi
the release of new product and service offeringsuyycompetitors or our customers ;

variations in the demand for our services and pectsdand the implementation cycles of our servicesmoducts
by our customers;

changes to Internet browser technology that renul@rstart experiences less competitive;

changes in our pricing policies or those of our petitors;

changes in the prices our customers charge foriprerservices and paid content;

service outages, other technical difficulties arusity breaches;

limitations relating to the capacity of our netwsrkystems and processes;

our failure to accurately estimate or control coistsluding costs related to the initial launchnefv customers;
maintaining appropriate staffing levels and caédd relative to projected growth;

the timing of costs related to the developmentoguésition of technologies, services or businessesipport our
existing customers and potential growth opportasijtand
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. general economic, industry and market conditiorgsthnse conditions specific to Internet usage amithe
businesses.

For these reasons and because the market for mizeseand products is relatively new and rapidigroging, it is
difficult to predict our future financial results.

Expansion into international markets, which is an mportant part of our strategy, but where we have linited experience,
will subject us to risks associated with internatioal operations.

We plan to expand our product offerings internatllyn particularly in Asia, Canada, Latin AmericadeEurope. We
have limited experience in marketing and operadimgservices and products in international marlatd, we may not be able to
successfully develop our business in these maretssuccess in these markets will be directlydihko the success of
relationships with potential customers, contentrgas and other third parties.

As the international markets in which we plan temgpe continue to grow, we expect that competitiathese markets
will intensify. Local companies may have a substhicbmpetitive advantage because of their graatderstanding of, and
focus on, the local markets. Some of our domestispetitors who have substantially greater resoutwas we do may be able
to more quickly and comprehensively develop anavgrointernational markets. International expansieay also require
significant financial investment including, amonfer things, the expense of developing localizedipcts, the costs of
acquiring foreign companies and the integratiosuwh companies with our operations, expendituresurces in developing
customer and content relationships and the incdeeasts of supporting remote operations.

Other risks of doing business in international reésknclude the increased risks and burdens of tongpwith different
legal and regulatory standards, difficulties in mging and staffing foreign operations, recruitimgl aetaining talented direct
sales personnel, limitations on the repatriatiofunfls and fluctuations of foreign exchange ratasying levels of Internet
technology adoption and infrastructure and ouiitghith enforce contracts and our intellectual prypeghts in foreign
jurisdictions. In addition, our success in inteimaal expansion could be limited by barriers t@inational expansion such as
tariffs, adverse tax consequences and technolgggregontrols. If we cannot manage these riskcgffely, the costs of doing
business in some international markets may be bitol@ or our costs may increase disproportionatelgur revenue. Some of
our business partners also have international tipesaand are subject to the risks described aldowen if we are able to
successfully manage the risks of international ai@ns, our business may be adversely affectedribasiness partners are not
able to successfully manage these risks.

Our agreements with some of our customers and conteproviders require fixed payments, which could adersely affect
our financial performance.

Certain of our agreements with customers and copteriders require us to make fixed payments éorthThe
aggregate amount of such fixed payments for thesymading December 31, 2015, 2016 and 2017 ar@xippately $1. 9
million, $1.1 million, and $0.4 million, respectiye We are required to make these fixed paymemgarress of the achievement
of any revenue objectives or subscriber or usageidelf we do not achieve our financial objectivésese contractual
commitments would constitute a greater percentgeorevenue than originally anticipated and woadiversely affect our
profitability.

Our agreements with some of our customers and conteproviders contain penalties for non-performancewhich could
adversely affect our financial performance.
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We have entered into service level agreementsmitst of our customers. These agreements geneddllifoc specific
system “up times” and 24 hours per day, seven daysveek support and include penalties for nongparédnce. We may be
unable to fulfill these commitments due to circuansies beyond our control, which could subject tsitistantial penalties
under those agreements, harm our reputation antt ies reduction of revenue or the loss of cugsnwhich would in turn
have an adverse effect on our business, finaneraition and results of operations. To date, weshawer incurred any
material penalties.

System failures or capacity constraints could harnour business and financial performance.

The provision of our services and products dependkie continuing operation of our information teclogy and
communications systems. Any damage to or failureunfsystems could result in interruptions in eenvge. Such interruptions
could harm our business, financial condition arsiits of operations, and our reputation could beatged if people believe our
systems are unreliable. Our systems are vulnetallamage or interruption from snow storms, testattacks, floods, fires,
power loss, telecommunications failures, secunigabhes, computer malware, computer hacking attaoksputer viruses,
computer denial of service attacks or other attertggtor events that, harm our systems. Our dai#eceare also subject to
break-ins, sabotage and intentional acts of vaswadind to potential disruptions if the operatortheffacilities have financial
difficulties. Although we maintain insurance to eowa variety of risks, the scope and amount ofimgurance coverage may not
be sufficient to cover our losses resulting froratepn failures or other disruptions to our onlinemions. For example, the
limit on our business interruption insurance isragpnately $27. 1 million. Any system failure orsdiption and any resulting
losses that are not recoverable under our insuaoigges may materially harm our business, finahcondition and results of
operations. To date, we have never experiencednatgrial losses.

Our data centers are not on full second-site reglieyd however we have the capability to do so; eelyain customers
require us to. We regularly back-up our systemsstock the system back-ups in Atlanta, GeorgialaBalexas, Lewis Center,
Ohio, Denver, Colorado, Toronto, Canada, AmsterdamNet herlands, and Buffalo, New York . If werevéorced to relocate
to an alternate site and to rely on our system-ogskto restore the systems, we would experiemggfisiant delays in restoring
the functionality of our platform and could exp@ce loss of data, which could materially harm ausibess and our operating
results.

Security breaches, computer viruses and computer le&ing attacks could harm our business, financial aadition and
results of operations.

Security breaches, computer malware and computiirigaattacks are prevalent in the technology itrgugny
security breach caused by hacking, which involfests to gain unauthorized access to informatiosystems, or to cause
intentional malfunctions or loss or corruption efta, software, hardware or other computer equipneewt the inadvertent
transmission of computer viruses could harm oumtss, financial condition and results of operatidVe have previously
experienced hacking attacks on our systems, andnrthg future experience hacking attacks. Thoughdifficult to determine
what harm may directly result from any specifiemuption or breach, any failure to maintain parfance, reliability, security
and availability of our technology infrastructucethe satisfaction of our customers and their coresa may harm our reputation
and our ability to retain existing customers arichat new customers.

We may not maintain acceptable website performancir our customers, which may negatively impact ourelationships
with our customers and harm our business, financiatondition and results of operations.

A key element to our continued growth is the apitif our customers' consumers in all geographiextess our start
experiences within acceptable load times. We teféhis as website performance. We may in the
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future experience platform disruptions, outagesathdr performance problems due to a variety dbfac¢including
infrastructure changes, human or software errasacity constraints due to an overwhelming nhumbesers accessing our
technology simultaneously, and denial of servic&auwd or security attacks. In some instances, &g not be able to identify
the cause or causes of these website performanbeprs within an acceptable period of time. It hagome increasingly
difficult to maintain and improve website performeanespecially during peak usage times, and asatutions become more
complex and our user traffic increases. If ourtstaperiences are unavailable when consumers dtterapcess them or do not
load as quickly as they expect, consumers may athek alternatives to obtain the information forieththey are looking, and
may not return to our start experiences as oftehdarfuture, or at all. This would negatively impaar relationships with our
customers. We expect to continue to make significerestments to maintain and improve website perémce. To the extent
that we do not effectively address capacity comggaupgrade our systems as needed and contirdaliglop our technology
and network architecture to accommodate actuakatidipated changes in technology, our busines®pedating results may
be harmed.

We rely on our management team and need additionglersonnel to expand our business, and the loss afkofficers or an
inability to attract and retain qualified personnel could harm our business, financial condition and esults of operations.

We depend on the continued contributions of ouircsananagement and other key personnel, espetiaitgsh Bhise,
our new President and Chief Executive Officer d@ffecAugust 4, 2014, George G. Chamoun, our PrasioieSales and
Marketing and William J. Stuart, our Chief Finari¢lficer. The loss of the services of any of oxeeutive officers or other
key employees could harm our business and our eatspAll of our executive officers and key empleyere at-will
employees, which means they may terminate theil@mygent relationship with us at any time.

Our future success also depends on our abilitgentify, attract and retain highly skilled technijcaanagerial, finance,
marketing and creative personnel. Further, wené#d to hire personnel outside the United Statesitsue an international
expansion strategy, and we will need to hire addéi advertising salespeople to sell more adventses directly. We face
intense competition for qualified individuals frammmerous technology, marketing and media compaaigsye may incur
significant costs to attract them. We may be un#abbgtract and retain suitably qualified indivitkjaor we may be required to
pay increased compensation in order to do so. Mvese to be unable to attract and retain the dedlifersonnel we need to
succeed, our business could suffer.

Volatility or lack of performance in the tradingige of our common stock may also affect our abilityattract and retain
qualified personnel. Many of our senior managerpensonnel and other key employees have becomédll tresome, vested in
a substantial amount of stock or stock options. Byges may be more likely to leave us if the shéreg own or the shares
underlying their options have significantly appeged in value relative to the original purchasegsiof the shares or the
exercise prices of the options or if the exercisegs of the options that they hold are signifiaabove the trading price of our
common stock. If we are unable to retain our emgésy our business, financial condition and residleperations would be
harmed.

If we fail to manage our growth effectively, our bsiness, financial condition and results of operatits may suffer.

Following the merger of our predecessor compaiask, Inc., or Chek, and MyPersonal.com, Inc., gPkrsonal, to
form Synacor, we expanded our business primarilyutph organic growth. We have sought to, and magirwoe to seek to,
grow through strategic acquisitions. As we strivegturn to growth, this may place,
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significant demands on our management and our tpeahand financial infrastructure. Our ability@anage our growth
effectively and to integrate new technologies acglsitions into our existing business will requieto continue to expand our
operational, financial and management informatimsiesns and to continue to retain, attract, traiotivate and manage key
employees. Growth could strain our ability to:

develop and improve our operational, financial ar@hagement controls;
. enhance our reporting systems and procedures;
. recruit, train and retain highly skilled personnel;

maintain our quality standards; and

maintain customer and content owner satisfaction.

Managing our growth will require significant expéuades and allocation of valuable management ressuilf we fail to
achieve the necessary level of efficiency in ogaoization as it grows, our business, financiadéoon and results of
operations would be harmed.

We may expand our business through acquisitions ofy investments in, other companies or new technaies, or joint
ventures or other strategic alliances with other campanies, which may divert our management's attentio or prove not to
be successful.

In January 2015, we purchased assets from, and thieepersonnel of , NimbleTV , Inc. ; in NovemB813, we
completed an acquisition of certain mobile devicfvgare and technology from Teknision; in Januad$2 we completed an
acquisition of certain mobile device software agchnology from Carbyn; and in March 2013, we esténto a Joint Venture
Agreement with Maxit to form Synacor China, Ltdc@npany incorporated under the laws of the Cayislands, or the JV
Company, a joint venture in China. We may decideusue other acquisitions of, investments inportjventures involving
other technologies and businesses in the futurgh 8ansactions could divert our management's éintefocus from operating
our business.

Our ability as an organization to integrate acdjaiss is relatively unproven. Integrating an acgdicompany, business
or technology is risky and may result in unforeseperating difficulties and expenditures, includiagiong other things, with
respect to:

incorporating new technologies into our existingibess infrastructure;
consolidating corporate and administrative functjon

. coordinating our sales and marketing functionswtmiporate the new business or technology;

. maintaining morale, retaining and integrating keyp#yees to support the new business or techn@ogy
managing our expansion in capacity; and

maintaining standards, controls, procedures andipsl(including effective internal controls ovérdncial
reporting and disclosure controls and procedures).

In addition, a significant portion of the purchgsi&e of companies we may acquire may be allocateatquired
goodwill and other intangible assets, which musassessed for impairment at least annually. Irfithee, if our acquisitions do
not yield expected returns, we may be requiredke tharges to our earnings based on this impairagsessment process,
which could harm our operating results.
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Future acquisitions could result in potentiallyutive issuances of our equity securities, including common stock, or
the incurrence of debt, contingent liabilities, atization expenses or acquired in-process researdldevelopment expenses,
any of which could harm our business, financialditon and results of operations. Future acquisgimay also require us to
obtain additional financing, which may not be aablé on favorable terms or at all.

Finally, our skill at investing our funds in illidgei securities issued by other companies, such emeestment in a
privately held Delaware corporation called Blazed &lip Flops, Inc., or B&FF (doing business as Bxperience Engine), is
untested. Although we review the results and pratspaf such investments carefully, it is possiblat our investments could
result in a total loss. Additionally, we will ty@dly have little or no control in the companiesaihich we invest, and we will be
forced to rely on the management of companies iiclmive invest to make reasonable and sound busifeessions. If the
companies in which we invest are not successflily & manage the risks facing them, such compawielsl suffer, and our
own business, financial condition and results afrafions could be harmed.

We may require additional capital to grow our busiress, and this capital may not be available on acdaple terms or at
all.

The operation of our business and our growth gjyateay require significant additional capital, esp#y if we were to
accelerate our expansion and acquisition plankeltash generated from operations and otherwasiable to us is not
sufficient to meet our capital requirements, wd méled to seek additional capital, potentially tigb debt or equity financings,
to fund our growth. We may not be able to raisededecapital on terms acceptable to us or at alarkiings, if available, may
be on terms that are dilutive or potentially dikatito our stockholders, and the prices at which imestors would be willing to
purchase our securities may cause our existindlstdders to suffer substantial dilution. The hoklef new securities may also
receive rights, preferences or privileges thatsargor to those of existing holders of our commimels Any debt financing
obtained by us in the future could contain restrictovenants that may potentially restrict ourragiens, and if we do not
effectively manage our business to comply with ¢hosvenants, our business, financial conditionrasdlts of operations could
be adversely affected. If new sources of finanereggrequired but are insufficient or unavailable,aould be required to delay,
abandon or otherwise modify our growth and opegapiians to the extent of available funding, whiabud harm our ability to
grow our business.

Our business depends, in part, on our ability to potect and enforce our intellectual property rights.

The protection of our intellectual property is icid to our success. We rely on copyright and sermark enforcement,
contractual restrictions and trade secret lawsdtept our proprietary rights. We have entered auofidentiality and invention
assignment agreements with our employees and ctomisaand nondisclosure agreements with certatiepavith whom we
conduct business to limit access to and disclostioair proprietary information. Additionally, we Ve applied for patents to
protect certain of our intellectual property. Howeyif we are unable to adequately protect outletial property, our business
may suffer from the piracy of our technology ane @ssociated loss in revenue.

Protecting against the unauthorized use of ouliétteial property and other proprietary rightsxpensive, difficult
and, in some cases, impossible. Litigation maydmessary in the future to enforce or defend oetledtual property rights, to
protect our trade secrets or to determine the ialiohd scope of the proprietary rights of othé&nsch litigation could be costly
and divert management resources, either of whialddwarm our business. Furthermore, many of ouectiand potential
competitors have the ability to dedicate substlytia
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greater resources to enforce their intellectugberty rights than we do. Accordingly, despite offiorts, we may not be able to
prevent third parties from infringing upon or mipagpriating our intellectual property.

We are not currently involved in any legal proceegiwith respect to protecting our intellectualgany; however, we
may from time to time become a party to variouslggoceedings with respect to protecting our iatélial property arising in
the ordinary course of our business.

Any claims from a third party that we are infringin g upon its intellectual property, whether valid ornot, could subject us
to costly and time-consuming litigation or expensie licenses or force us to curtail some services products.

Companies in the Internet and technology industged to own large numbers of patents, copyrighasiemarks and
trade secrets, and frequently enter into litigabased on allegations of infringement or otheratiohs of intellectual property
rights. We have been subject to claims that thegm@tion of certain licensed content on our stgueriences infringes certain
patents of a third party, none of which have reslih direct settlement or payments by us or amgrdenation of infringement
by us, and as we face increasing competition, tfssipility of further intellectual property righttaims against us grows. Our
technologies may not be able to withstand any théndy claims or rights against their use. Anylietgual property claims, with
or without merit, could be time-consuming, expeadiv litigate or settle and could divert managemestburces and attention.
An adverse determination also could prevent us fofering our services and products to others aag require that we
procure substitute products or services for outarners.

In the case of any intellectual property rightsralave may have to pay damages or stop using téotppdound to be in
violation of a third party's rights. We may haveseek a license for the technology, which may eca¥ailable to us on
reasonable terms and may significantly increaseparating expenses. The technology also may navaiable for license to
us at all. As a result, we may also be requiredketeelop alternative non-infringing technology, whimould require significant
effort and expense. If we cannot license or deviohnology for the infringing aspects of our besis we may be forced to
limit our service and product offerings and maybable to compete effectively. Any of these conseges could harm our
operating results.

In addition, we typically have contractual obligeis to our customers to indemnify and defend thétim respect to
third-party intellectual property infringement c¢fes that arise from our customers' use of our prizdurcservices. Such claims,
whether valid or not, could harm our relationshipth our customers, have resulted and could réstte future in us or our
customers having to enter into licenses with thétants and have caused and could cause us intthre fo incur additional
costs or experience reduced revenues. To datbendfite increase in our costs nor any reductiosiirevenue resulting from
such claims have been material. Such claims cdstdsabject us to costly and time-consuming lifags well as diverting
management attention and resources. Satisfyinganiractual indemnification obligations could atgee rise to significant
liability, and thus harm our business and our gjregaesults.

We are not currently subject to any material lggateedings with respect to third party claims thator our customers'
use of our products and services are infringingupeir intellectual property; however, we may frime to time become a
party to various legal proceedings with respediuith claims arising in the ordinary course of ausibess.

Any unauthorized disclosure or theft of personal ifiormation we gather could harm our reputation and sibject us to
claims or litigation.
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We collect, and have access to, personal informaticubscribers, including names, addresses, atcounbers, credit
card numbers and e-mail addresses. Unauthorizelbslise of personal information regarding websisi#tars, whether through
breach of our systems by an unauthorized party|@map theft or misuse, or otherwise, could harmhusiness. If there were
an inadvertent disclosure of personal informatarif a third party were to gain unauthorized asdesthe personal information
we possess, our operations could be seriouslypteuand we could be subject to claims or litigatwising from damages
suffered by subscribers or our customers. In afditive could incur significant costs in complyinghwthe multitude of state,
federal and foreign laws regarding the unauthoriiedlosure of personal information. Finally, arergeived or actual
unauthorized disclosure of the information we adligould harm our reputation, substantially impair ability to attract and
retain customers and have an adverse impact opusimess.

We collect and may access personal information arather data, which subjects us to governmental regation and other
legal obligations related to privacy, and our actukor perceived failure to comply with such obligatons could harm our
business.

We collect, and have access to, personal informatiGubscribers, including names, addresses, atcounbers, credit
card numbers and e-mail addresses. There are nusiiederal, state and local laws around the wed@urding privacy and the
storing, sharing, use, processing, disclosure aoiggtion of personal information and other sultmardata, the scope of which
are changing, subject to differing interpretaticanrs] may be inconsistent between countries or icomflth other rules. We
generally comply with industry standards and atgesu to the terms of our privacy policies and pdy-related obligations to
third parties (including voluntary third-party déidation bodies such as TRUSTe). We strive to clympth all applicable laws,
policies, legal obligations and industry codesafduct relating to privacy and data protectiorhi éxtent possible. However, it
is possible that these obligations may be integgrand applied in a manner that is inconsistemt foae jurisdiction to another
and may conflict with other rules or our practic&sy failure or perceived failure by us to complitwour privacy policies, our
privacy-related obligations to users or other timadgties, or our privacy-related legal obligatiomsany compromise of security
that results in the unauthorized release or tramgfpersonal information or other subscriber datay result in governmental
enforcement actions, litigation or public statemseagainst us by consumer advocacy groups or céinersould cause our
customers to lose trust in us, which could havadrerse effect on our business. Additionally, ifdtparties we work with,
such as customers, vendors or developers, vightiécable laws or our policies, such violations nadso put subscriber
information at risk and could in turn have an adeezffect on our business.

Any failure to convince advertisers of the benefitef advertising with us would harm our business, fiancial condition and
results of operations.

We have derived and expect to continue to derisebstantial portion of our revenue from digital @dising on our
start experiences. Such advertising accountedojomoaimately 2 7 %, 2 9 % and 36 % of our reverargtie years ended
December 3 1, 2012, 2013 and 2014, respectively aDility to attract and retain advertisers aritimately, to generate
advertising revenue depends on a number of fadtaisiding:

increasing the numbers of consumers using ourestgdriences;

maintaining consumer engagement on those startierpes;

competing effectively for advertising spending witther online and offline advertising providersgan
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. continuing to grow our direct advertising saleséand develop and diversify our advertising céjtigsi.

If we are unable to provide high-quality advertiswpportunities and convince advertisers and ageradfiour value
proposition, we may not be able to retain existidgertisers or attract new ones, which would hanmbaisiness, financial
condition and results of operations.

Migration of high-speed Internet service providers'subscribers from one high-speed Internet servicerpvider to another
could adversely affect our business, financial coriibn and results of operations.

Our high-speed Internet service provider custonsettsscribers may become dissatisfied with theirexurhigh-speed
Internet service provider and may switch to anopitevider. In the event that there is substantibksriber migration from our
existing customers to service providers with whighdo not have relationships, the fees that wevean a per-subscriber
basis, and the related search and digital advwegtigvenue, could decline.

Our business and the trading price of our common sick may be adversely affected if our internal conwls over financial
reporting are found by management or by our indepedent registered public accounting firm not to be adquate.

Effective internal controls are necessary for ugrtavide reliable financial reports and prevenuétaln addition,
Section 404 of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act, requires our managememnaioae and report on
our internal control over financial reporting. Théport contains, among other matters, an assessifigre effectiveness of our
internal control over financial reporting as of #md of our fiscal year, including a statemeniastiether or not our internal
control over financial reporting is effective. Tlissessment must include disclosure of any mateeaknesses in our internal
control over financial reporting identified by maement. In addition, our independent registeredipalscounting firm will be
required to formally attest to the effectivenesswfinternal control over financial reporting beging with the Annual Report
on Form 10-K for the year in which we are no longer‘emerging growth company.” At such time, owteépendent registered
public accounting firm may issue a report thatdgease in the event it is not satisfied with theeleat which our controls are
documented, designed or operating.

While we have determined that our internal contrar financial reporting was effective as of Decembl, 201 4 , as
indicated in our Management Report on Internal @dmiver Financial Reporting included in this Anh&eep ort on Form
10-K , we must continue to monitor and assess ourriatecontrol over financial reporting. If our maragent identifies one or
more material weaknesses in our internal contrel éimancial reporting and such weakness remainsmected at fiscal year-
end, we will be unable to assert such internalrobig effective at fiscal year-end. If we are uleato assert that our internal
control over financial reporting is effective adal year-end, or if our independent registeredipalcounting firm, when
required, is unable to express an opinion on tfectfeness of our internal controls or concluded tve have a material
weakness in our internal controls, we could losestor confidence in the accuracy and completeofessr financial reports,
which would likely have an adverse effect on owibass and stock price.

Even if we conclude our internal control over fingah reporting provides reasonable assurance regatide reliability
of financial reporting and the preparation of finmh statements for external purposes in accordasitteGenerally Acc epted
Accounting Principles, or GAAP, because of its i@m limitations, internal control over financigporting may not prevent or
detect fraud or misstatements. Failure to implemeiired new or improved controls, or difficultiescountered in their
implementation, could harm our operating resultsaarse us to fail to meet our reporting obligations
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In addition, a delay in compliance with the audattestation provisions of Section 404, when applie to us, could
subject us to a variety of administrative sanctiemsluding ineligibility for short-form resale rigration, action by the SEC, the
suspension or delisting of our common stock andrtakility of registered broker-dealers to makearket in our common
stock, which would further reduce the trading paé®ur common stock and could harm our business.

We are an “emerging growth company” and we cannot & certain if the reduced disclosure requirements ggicable to
emerging growth companies will make our common stécless attractive to investors.

We are an "emerging growth company,” as definedénJOBS Act, and we intend to take advantage rtdice
exemptions from various reporting requirements #natapplicable to other public companies thahaté'emerging growth
companies" including, but not limited to, not benegjuired to comply with the auditor attestatioguieements of Section 404 of
the Sarbanes-Oxley Act of 2002, reduced disclosbligations regarding executive compensation inpaiiodic reports and
proxy statements, and exemptions from the requinésref holding a nonbinding advisory vote on exe@utompensation and
stockholder approval of any golden parachute paysnaot previously approved. We cannot predictvestors will find our
common stock less attractive because we will relyhese exemptions. If some investors find our comstock less attractive
as a result, there may be a less active tradingeh&r our common stock and our stock price maynoee volatile.

Our ability to use our net operating loss carryforvards and certain other tax attributes may be limitel as a result of
future transactions in our stock which may be outsle our control.

As of December 31, 2014, we had substantial féaeichstate net operating loss carryforwards. Usdstions 382 and
383 of the Internal Revenue Code of 1986, as antkrmtdéhe Code, if a corporation undergoes an “oalmip change,” the
corporation's ability to use its pre-change netaiieg loss carryforwards to offset its post-chaimg@me and taxes may be
limited. In general, an “ownership change” gengraticurs if there is a cumulative change in our emship by “five-percent
stockholders” that exceeds 50 percentage pointsaoxaling three-year period. For these purpoadsje-percent stockholder is
generally any person or group of persons thatatiare during the applicable testing period has e#&v6% or more of our
outstanding stock. In addition, persons who owas tean 5% of the outstanding stock are groupediegas one or more
“public groups,” which are also treated as fivegeert stockholders. Similar rules may apply undatestax laws. We may
experience ownership changes in the future asudt idduture transactions in our stock, some ofallhmay be outside our
control. As a result, our ability to use our prexgbe net operating loss carryforwards to offsetédhttates federal and state
taxable income and taxes may be subject to liroitati

Our proprietary rights may be inadequately protected.

Our success and ability to compete depend subaligntpon our intellectual property, which we prtéhrough a
combination of confidentiality arrangements andéraark registrations. Additionally, we have appliedpatents to protect
certain of our intellectual property. We have regisd several marks and filed many other traderapghications in the U.S. We
have not applied for copyright protection in angigdiction, including in the U.S. We enter into identiality agreements with
most of our employees and consultants, and coate#ss to, and distribution of, our documentatiwh @ther licensed
information, including information licensed to th¥ Company. Despite these precautions, it may Bsiple for a third party to
copy or otherwise obtain and use our technologiiaut authorization, or to develop similar technglatdependently.

Policing unauthorized use of our licensed technpiedlifficult and the steps we take may not préveisappropriation or
infringement of our proprietary rights. In additjditigation may be necessary to enforce our
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intellectual property rights, to protect our tragerets or to determine the validity and scop&eftroprietary rights of others,
which could result in substantial costs and diversif our resources.

Failure to comply with the United States Foreign Coupt Practices Act could subject us to penalties ad other adverse
consequences.

We are subject to the United States Foreign CofPupttices Act, which generally prohibits U.S. camigs from engaging
in bribery or other prohibited payments to foredfficials for the purpose of obtaining or retainibgsiness. Corruption,
extortion, bribery, pay-offs, theft and other fraleht practices may occur with respect to our egjmaminto international
markets. Our employees or other agents may engageh conduct for which we might be held respdasibour employees or
other agents are found to have engaged in suctigasicwe could suffer severe penalties and othesequences, including
adverse publicity and damage to our reputationrtieat have a material adverse effect on our busifiessicial condition and
results of operations.

Risks Related to Our Industry

The growth of the market for our services and prodgts depends on the continued growth of the Internets a medium for
content, advertising, commerce and communications.

Expansion in the sales of our services and prodiegends on the continued acceptance of the Intasre platform for
content, advertising, commerce and communicatibhs.acceptance of the Internet as a medium for gseb could be
adversely impacted by delays in the developmeatioption of new standards and protocols to hamdieased demands of
Internet activity, security, privacy protectionliability, cost, ease of use, accessibility andligypaf service. The performance
of the Internet and its acceptance as such a mdaisnbeen harmed by viruses, worms, and similaicimas programs, and the
Internet has experienced a variety of outages #ret delays as a result of damage to portionsadhftastructure. If for any
reason the Internet does not remain a medium fdesgread content, advertising, commerce and conuetions, the demand
for our services and products would be signifigarglduced, which would harm our business.

The growth of the market for our services and prodats depends on the development and maintenance bgtinternet
infrastructure.

Our business strategy depends on continued Intamiehigh-speed Internet access growth. Any dowrituthe use or
growth rate of the Internet or high-speed Inteatetess would be detrimental to our business. Ifrttegnet continues to
experience significant growth in number of usemsgfiency of use and amount of data transmittednteenet infrastructure
might not be able to support the demands placdtiand the performance or reliability of the Intermay be adversely
affected. The success of our business thereforendispon the development and maintenance of a doterdet infrastructure.
This includes maintenance of a reliable networkkbane with the necessary speed, data capacityeandity, as well as timely
development of complementary products, such agreufor providing reliable Internet access andises. Consequently, as
Internet usage increases, the growth of the méoketur products depends upon improvements matieetinternet as well as to
individual customers' networking infrastructurestieviate overloading and congestion. In additemy delays in the adoption
of new standards and protocols required to goveareased levels of Internet activity or increasedegnmental regulation may
have a detrimental effect on the Internet infrattrre.

A substantial majority of our revenue is derived flom search and digital advertising; our revenue wou decline if
advertisers do not continue their usage of the Intaeet as an advertising medium.
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We have derived and expect to continue to derisbstantial majority of our revenue from search digital
advertising on our start experiences. Such seardtdigital advertising reven ue accounted for apipnately 83 %, 8 1% and
79 % of our revenue for the years ended Decemhe2@®12 , 201 3 and 201 4, or $1 01.6 million0$9million and $ 83.9
million, respectively. However, the prospects foniinued demand and market acceptance for Intadhedrtising are uncertain.
If advertisers do not continue to increase theagesof the Internet as an advertising medium, exenue would decline.
Advertisers that have traditionally relied on othdwertising media may not advertise on the Inteiest advertising agencies
and potential advertisers, particularly local atigers, have only limited experience advertisinghaninternet and devote only a
small portion of their advertising expenditure®tdine advertising. As the Internet evolves, adsers may find online
advertising to be a less attractive or less effeatieans of promoting their services and prodints traditional methods of
advertising and may not continue to allocate fuied$nternet advertising. Many historical predictsoby industry analysts and
others concerning the growth of the Internet asrarercial medium have overstated the growth ofriternet and you should
not rely upon them. This growth may not occur oyraecur more slowly than estimated.

Most of our search revenue is based on the nunflgaiad “clicks” on sponsored links that are incldde search results
generated from our start experiences. Generalgh Bae a consumer clicks on a sponsored linkséach provider that
provided the commercial search result receive® dréen the advertiser who paid for such sponsargdand the search
provider pays us a portion of that fee. We, in taypically share a portion of the fee we receivthwur customer. If an
advertiser receives what it perceives to be a lageber of clicks for which it needs to pay, buttdo not result in a desired
activity or an increase in sales, the advertisey mduce or eliminate its advertisements throughstérarch provider that
provided the commercial search result to us. Téastion would lead to a loss of revenue to ourckeproviders and
consequently to lesser fees paid to us, which whale a material negative effect on our finan@alits.

Market prices for online advertising may decrease b competitive or other factors. In additiora iftarge number of
Internet users use filtering software that limits@moves advertising from the users' view, adsersi may perceive that Internet
advertising is not effective and may choose naideertise on the Internet.

The market for Internet-based services and productin which we operate is highly competitive, and ifve cannot compete
effectively, our sales may decline and our businessay be harmed.

Competition in the market for Internet-based sawiand products in which we operate is intensaramudives rapidly
changing technologies and customer and subscebeirements, as well as evolving industry standamdsfrequent product
introductions. Our competitors may develop solwitmat are similar or superior to our technologyr @rimary competitors
include high-speed Internet service providers withrnal information technology staff capable ofeleping solutions similar
to our technology. Other competitors include Yah&@ogle, AOL and MSN, a division of Microsoft. Aalntages some of our
existing and potential competitors hold over usude the following:

significantly greater revenue and financial researc
stronger brand and consumer recognition;

. the capacity to leverage their marketing expend#wrcross a broader portfolio of services and mtsdu
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. more extensive proprietary intellectual propergnfrwhich they can develop or aggregate contentowtithaving
to pay fees or paying significantly lower fees thando;

pre-existing relationships with content providérattafford them access to content while blockiregabcess of
competitors to that same content;

. pre-existing relationships with high-speed Intesewvice providers that afford them the opportutétgonvert
such providers to competing services and products;

lower labor and development costs; and
. broader global distribution and presence.

If we are unable to compete effectively or we aveas successful as our competitors in our targekets, our sales
could decline, our margins could decline and wdd:tse market share, any of which would materibiym our business,
financial condition and results of operations.

Government regulation of the Internet continues tcevolve, and new laws and regulations could signiiotly harm our
financial performance.

Today, there are relatively few laws specificalisedted towards conducting business over the Ietekie expect more
stringent laws and regulations relating to therimteto be enacted. The adoption or modificatiolawf related to the Internet
could harm our business, financial condition arsliits of operations by, among other things, indnggsur costs and
administrative burdens. Due to the increasing pemityland use of the Internet, many laws and regula relating to the
Internet are being debated at the internationdkrfd and state levels, which are likely to addeesariety of issues such as:

. user privacy and expression;

ability to collect and/or share necessary infororathat allows us to conduct business on the latern
export compliance;
pricing and taxation;

. fraud;

. advertising;

. intellectual property rights;

consumer protection;
protection of minors;
content regulation;

. information security; and

. quality of services and products.
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Several federal laws that could have an impactwrbasiness have been adopted. The Digital MillemnCopyright
Act of 1998 reduces the liability of online servig@viders of third-party content, including corttémat may infringe copyrights
or rights of others. The Children's Online Privézptection Act imposes additional restrictions loa &bility of online services
to collect user information from minors. In additjahe Protection of Children from Sexual Predafarequires online service
providers to report evidence of violations of fedehild pornography laws under certain circumsésnc

It could be costly for us to comply with existingdapotential laws and regulations, and they coalarhour marketing
efforts and our attractiveness to advertisers imgrag other things, restricting our ability to calielemographic and personal
information from consumers or to use or disclosé thformation in certain ways. If we were to vimahese laws or regulations,
or if it were alleged that we had, we could facegie lawsuits, fines, penalties and injunctiond aar business could be
harmed.

Finally, the applicability to the Internet and atlealine services of existing laws in various jdietions governing
issues such as property ownership, sales and tatkess, libel and personal privacy is uncertain. Aaw legislation or
regulation, the application of laws and regulatifrosn jurisdictions whose laws do not currently g our business, or the
application of existing laws and regulations to lternet and other online services could alsoeiase our costs of doing
business, discourage Internet communications, eedamand for our services and expose us to suladtéattility.

Public scrutiny of Internet privacy issues may resli in increased regulation and different industry gandards, which
could deter or prevent us from providing our current products and solutions to our customers, therebjparming our
business.

The regulatory framework for privacy issues worldeis currently in flux and is likely to remain f&w the foreseeable
future. Practices regarding the collection, usaragfe, transmission and security of personal infion by companies operating
over the Internet have recently come under incoepseélic scrutiny. The United States governmerduiding the Federal Trade
Commission and the Department of Commerce, hasusuzed that it is reviewing the need for greateutatipn for the
collection of information concerning consumer bebewn the Internet, including regulation aimedestricting certain targeted
advertising practices. In addition, the Europeaiobliis in the process of proposing reforms to Xisteng data protection legal
framework, which may result in a greater compliabasden for companies with users in Europe. Vargmgernment and
consumer agencies have also called for new regolamd changes in industry practices.

Our business, including our ability to operate argand internationally, could be adversely affedtéehislation or
regulations are adopted, interpreted or implemeim@dmanner that is inconsistent with our curtauginess practices and that
require changes to these practices, our servicesrgrrivacy policies.

Risks Related to Ownership of Our Common Stock

Concentration of ownership among our directors, ofters, large stockholders and their respective affates could limit
our other stockholders' ability to influence the oucome of key corporate decisions, such as an acqtin of our company.

Our directors, executive officers and certain hidds more than 5% of our common stock that ardiatéd with our
directors , together with their affiliates, bené&flty own or control, directly or indirectly, as March 1, 2015 over 30 % of our
outstanding common stock. As a result, these stidkhs, if they act together, would have the aptlitinfluence significantly
the outcome of matters submitted to our stockhslétarapproval,
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including the election of directors and any mergensolidation or sale of all or substantiallyallour assets. In addition, these
stockholders, if they act together, would haveabiity to influence significantly the managementiaffairs of our company.
Accordingly, this concentration of ownership migiatrm the tradin g price of our common stock by:

delaying, deferring or preventing a change in antol;
. impeding a merger, consolidation, takeover or otheiness combination involving us ;
. preventing the election of directors who are not@ddy our stockholders ; or
. discouraging a potential acquirer from making al&groffer or otherwise attempting to obtain contbus.

Our business could be negatively affected as a rdsaf actions of stockholders or others.

In June and July 2014, entities associated with GBfital Partners and Ratio Capital Partners ineibahrough filings
with the Securities and Exchange Commission, tiet each beneficially own 4.9% of our outstandingres of common stock.
There can be no assurance that JEC Capital ParRegtie Capital Partners or another third party mét make an unsolicited
takeover proposal in the future or take other activacquire control of us or to otherwise influemzrr management and
policies. If these entities or another entity dketaontrol of 10% of ou r common stock, our stoddborights plan could be
triggered. Considering and responding to any fupuoposal is likely to result in significant additial costs to us, and future
acquisition proposals, other stockholder actioreciuire control and the litigation that often aopanies them, if any, are
likely to be costly and time-consuming and mayui$our operations and divert the attention of ngangent and our
employees from executing our strategic plan.

Additionally, perceived uncertainties as to ounfetdirection as a result of stockholder activisnactual or potential
changes to the composition of our board of direct@uch as the nomination of three individualsefection to our board of
directors by JEC Capital Partners and Ratio Capiainers, may lead to actual or perceived chamgeeidirection of our
business or other instability, which may be expldiby our competitors, cause concern to our cumepotential customers, and
make it more difficult to attract and retain quiakf personnel. If customers choose to delay, defezduce their reliance on, the
services we provide or do business with our congrstinstead of us because of any such issuesptirdousiness, operating
results and financial condition would be adversdfgcted.

Future sales of our common stock may cause the tram) price of our common stock to decline.

Certain of our stockholders who held shares ofppaferred stock before the consummation of ouripuffering now
have demand and piggyback rights to require usdister with the SEC the shares of common stoclesipon conversion of
such preferred stock. If we register any of thdsges of common stock, the stockholders would tetatsell those shares
freely in the public market. Additionally, sometbEse stockholders are currently able to sell thaees in the public market
without registration under Rule 144.

In addition, the shares that are either subjeoutstanding options or that may be granted in tiheré under our equity
plans will become eligible for sale in the publiamket to the extent permitted by the provisionsarious vesting agreements.
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If a substantial number of any of these additichelres described are sold, or if it is perceivad dsubstantial number
of such shares will be sold, in the public marke, trading price of our common stock could decline

Some provisions of our certificate of incorporation bylaws and Delaware law and our stockholder right plan may
discourage, delay or prevent a merger or acquisitioor prevent the removal of our current board of drectors and
management.

Our amended and restated certificate of incorpamaind amended and restated bylaws contain progisiat may
discourage, delay or prevent a merger or acquisgigprevent the removal of our current board céatbrs and management.
We have a number of anti-takeover devices in plagewill hinder takeover attempts, including:

our board of directors is classified into threessks of directors with staggered three-year terms;

our directors may only be removed for cause, amgwith the affirmative vote of a majority of theting interes
of stockholders entitled to vote;

. only our board of directors and not our stockhaddeill be able to fill vacancies on our board afdtiors;

. only our chairman of the board, our chief executffecer or a majority of our board of directorsdanot our
stockholders, are authorized to call a special mgetf stockholders;

. our stockholders will be able to take action ortlg aneeting of stockholders and not by written eoits

. our amended and restated certificate of incorpmmaduthorizes undesignated preferred stock, tihestef which
may be established and shares of which may bedssitleout stockholder approval; and

advance notice procedures apply for stockholdemotoinate candidates for election as directors dring
matters before an annual meeting of stockholders.

These provisions and other provisions in our chalbeuments could discourage, delay or preverdaraséction
involving a change in our control. Any delay oryeetion of a change in control transaction coulagseastockholders to lose a
substantial premium over the then-current tradingepof their shares. These provisions could alscadirage proxy contests
and could make it more difficult for our stockhalsl¢o elect directors of their choosing or to caus¢o take other corporate
actions such stockholders desire.

In addition, we are subject to Section 203 of tledalvare General Corporation Law, which, subjecdime exceptions,
prohibits “business combinations” between a Delavwarporation and an “interested stockholder,” Whgcgenerally defined as
a stockholder who becomes a beneficial owner of d6%ore of a Delaware corporation's voting stdoka three-year period
following the date that the stockholder becamenterésted stockholder. Section 203 could havefteetef delaying, deferring
or preventing a change in control that our stootteid might consider to be in their best interests.

Finally, on July 14, 2014 we implemented a stoctbpkights plan, also called a poison pill, whicaythave the effect
of discouraging or preventing a change of contfou® by, among other things, making it uneconomfoala third-party to
acquire us on a hostile basis.
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We have not paid cash dividends on our capital stecand we do not expect to do so in the foreseealfigure.

We have not historically paid cash dividends onaapital stock, and we have agreed not to pay angehds or make
any other distributions in our loan agreement Witicon Valley Bank. We anticipate that we will agt all future earnings and
cash resources for the future operation and deredapof our business, and as a result, we do niciate paying any cash
dividends to holders of our capital stock for theebeeable future. Any future determination regaydne payment of any
dividends will be made at the discretion of ourrdoaf directors and will depend on our financiahdiion, results of
operations, capital requirements, general busio@sgitions, bank covenants and other factors thaboard may deem relevant.
Consequently, investors must rely on sales of t@inmon stock after price appreciation, which meyem occur, as the only
way to realize any future gains on their investment

The trading price and volume of our common stock habeen and will likely continue to be volatile, andhe value of an
investment in our common stock may decline.

The trading price of our common stock has been,sliklely to continue to be, volatile and couldctire substantially
within a short period of time. For example, sinbargs of our common stock were sold in our intialic offering in February
2012 at a price of $5.00 per share through theeaddbusiness on March 5, 2015 , our trading gneeranged from $1. 52 to
$18.00. The trading price of our common stock magibject to wide fluctuations in response to vaifactors, some of which
are beyond our control, including but not limitecthe various factors set forth in this "Risk Fastsection, as well as:

variations in our financial performance;

announcements of technological innovations, newises and products, strategic alliances, assetisitiqas, or
significant agreements by us or by our competitors;

. recruitment or departure of key personnel, sudh@asppointment of Himesh Bhise, our current Pesgidnd
Chief Executive Officer or the appointment of Sddtirphy to our board of directors; or the departfr®onald
N. Frankel, our former President and Chief Exeau®fficer, orthe departure dbcott A. Bailey, our former Chi
Operating Officer;

changes in the estimates of our operating resulthanges in recommendations or withdrawal of nesea
coverage by securities analysts;

. market conditions in our industry, the industrié€®ar customers and the economy as a whole; and

adoption or modification of laws, regulations, pas, procedures or programs applicable to oumlessior
announcements relating to these matters.

In addition, if the market for technology stockstloe stock market in general experiences lossve&fsitor confidence, the
trading price of our common stock could declinerfeasons unrelated to our business, financial tionddr results of
operations. The trading price of our common sto@htralso decline in reaction to events that aftegher companies in our
industry even if these events do not directly dftesc Some companies that have had volatile maries for their securities
have had securities class actions filed against tisich a suit filed against us, regardless ahisits or outcome, could cause
us to incur substantial costs and could divert rgangent's attention.
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If securities or industry analysts do not publish esearch or reports about our company, our stock pde and trading
volume could decline.

The trading market for our common stock dependsaih on the research and reports that securitieslastry analysts
publish about us or our business. If one or morth@fnalysts who cover us downgrade our stockibligh inaccurate or
unfavorable research about our business, our gteck would likely decline. If one or more of them®alysts cease coverage of
our company or fail to publish reports on us regylalemand for our stock could decrease, whichhinggwuse our stock price
and trading volume to decline.

The requirements of being a public company, includig increased costs and demands upon management agsult of
complying with federal securities laws and regulatins applicable to public companies, may adverselyfact our financial
performance and our ability to attract and retain directors.

As a public company, we are subject to the repgmaguirements of the Securities Exchange Act 8418s amended,
or the Exchange Act, the Sarbanes-Oxley Act, thdderank Wall Street Reform and Consumer Proteciictn or the Dodd-
Frank Act, and the rules and regulations of The RA® Global Market. The Sarbanes-Oxley Act, as waslfules subsequently
implemented by the SEC and NASDAQ, impose additioeguirements on public companies, including exkdrcorporate
governance practices. For example, the NASDAQlistequirements require that listed companiesfgatestain corporate
governance requirements relating to independeattirs, audit committees, distribution of annual amerim reports,
stockholder meetings, stockholder approvals, dation of proxies, conflicts of interest, stockhaidioting rights and codes of
business conduct. Our management team has limifggtience managing a publicly-traded company orglgimg with the
increasingly complex laws pertaining to public canies. In addition, most of our current directaasénlimited experience
serving on the boards of public companies.

The requirements of these rules and regulations hrereased and will continue to increase our |egadounting and
financial compliance costs, make some activitiesenatifficult, time-consuming and costly and mayogidace undue strain on
our personnel, systems and resources. Our managantenther personnel must devote a substantialianod time to these
requirements. These rules and regulations will ala&e it more difficult and more expensive for asrtaintain directors' and
officers' liability insurance, and we may be reqdito accept reduced coverage or incur substanii@her costs to maintain
coverage. If we are unable to maintain adequatzirs' and officers' insurance, our ability toroécand retain qualified
directors, especially those directors who may besiciered independent for purposes of NASDAQ rides, officers may be
significantly curtailed.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our corporate headquarters are located at 40 Liareilrive, Buffalo, New York 14202. We lease apgmuately
45,000 square feet of office space at this adgressiant to a sublease agreement that expiresich\2816. The sublease
agreement grants us a right of first offer overrapimately 33,000 additional square feet in the sdémilding.
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We also maintain administrative and product develept offices in New York, New York; Toronto and &fa,
Ontario, Canada; and Westford, Massachusetts. &aragnters are located in Atlanta, Georgia; Dallazas; Lewis Center,
Ohio; Buffalo, New Yor k; Denver, Colorado, Torontdanada and Amsterdam, The Netherlands.

We believe that our facilities are adequate to meeturrent needs and that suitable additionaubstitute space will
be available as needed.

ITEM 3. LEGAL PROCEEDINGS
From time to time, we may become involved in lggalceedings arising in the ordinary course of aigiiess. We are

not presently involved in any legal proceedings,dhtcome of which, if determined adversely towmsuld have a material
adverse effect on our business, results of op&stio financial condition.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS

AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock has been listed on The NASDAQ &ldarket, or Nasdag, under the symbol “SYNC” since

February 10, 2012.

The following table sets forth, for the indicatestipds, the high and low sales prices per shargubyter for our

common stock as reported by NASDAQ.

Low

Fiscal Year 2014 Quarters Ended High
March 31, 201« $ 2.82
June 30, 201 $ 2.69
September 30, 201 $ 2.60
December 31, 201 $ 2.06
Fiscal Year 2013 Quarters Ended

March 31, 201 $ 6.24
June 30, 201 $ 417
September 30, 201 $ 3.59
December 31, 201 $ 2.88

Holders of Record

B H B

© H BH©

2.24
2.15
1.83
1.55

2.72
2.58
2.53
2.25

As of March 5, 201 5, there were 87 holders obré of our common stock. The number of holdenseobrd of our
common stock does not reflect the number of belfiolders whose shares are held by depositoog&ebs or other nominees.

Dividend Policy

We have never declared or paid cash dividends oo@mumon stock. It is our policy to retain earningsinance the
growth and development of our business and, thexgfee do not anticipate paying any dividends anfdreseeable future. Any
future determination as to the declaration and matrof dividends, if any, will be at the discretiohour board of directors and
will depend on the existing conditions, includingr dinancial condition, operating results, applieabelaware law, contractual
restrictions, capital requirements, business preispand other factors our board of directors mandeslevant. In addition, our
loan and security agreement with Silicon Valley Bagstricts our ability to pay any dividends. S&tahagement’s Discussion

and Analysis of Financial Condition and Result©pkrations—Liquidity and Capital Resources.”

Securities Authorized for Issuance Under Equity Comensation Plans

The information required to be disclosed by Iterfi(&) of Regulation S-K regarding our equity sedesitauthorized for
issuance under our equity incentive plans is inm@@d herein by reference to the section entitiedturities Authorized for
Issuance Under Equity Compensation Plans” in ofinitige Proxy Statement for our Annual MeetingStbckholders to be

filed with the Commission within 120 days after #ra of fiscal year 201 4 pursuant to RegulatioA.14
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Stock Performance Graph

Notwithstanding any statement to the contrary ig ehour previous or future filings with the SE@e following
information relating to the price performance of @@mmon stock shall not be deemed to be “filedhvitie SEC or to be
“soliciting material” under the Exchange Act, anidshall not be deemed to be incorporated by refagento any of our filings
under the Securities Act or the Exchange Act, exoehe extent we specifically incorporate it lefarence into such filing.

The graph below compares the cumulative total $tolcler return of our common stock with that of M&SDAQ
Composite Index and the NASDAQ Internet Index fréqsmuary 2, 201 4 (the first trading day in 201hdtigh December 31,
2014 . The graph assumes that $100 was investhnes of our common stock, the NASDAQ Compositexrend the
NASDAQ Internet Index at the close of market onutay 2, 2014 , and that dividends, if any, weravested. The comparisons
in this graph are based on historical data andatréntended to forecast or be indicative of futpegformance of our common
stock.
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Recent Sales of Unregistered Securities
None.

Use of Proceeds

In February 2012, we completed the initial publifeong of shares of our common stock, in whichissued and sold
5,454,545 shares of common stock at a price tpubéc of $5.00 per share, for aggregate grossqads to the Company of
$27.3 million, in each case excluding shares ofroomstock sold by selling stockholders in the dffgr The offer and sale of
all of the shares in the IPO were registered utfteSecurities Act pursuant to a registration state on Form S-1 (File
No. 333-178049), which was declared effective leySfEC on February 9, 2012.

There has been no material change in the planreedfysroceeds from our initial public offering assdribed in our
final prospectus filed with the SEC on February2@ 2 pursuant to Rule 424(b).

Issuer Purchases of Equity Securities

None.

ITEM 6. SE LECTED FINANCIAL DATA

You should read the following selected consoliddtistbrical financial data below in conjunction witManagement’'s
Discussion and Analysis of Financial Condition &websults of Operations” and the financial statemeetated notes and other
financial information included in this Annual Repon Form 10-K. The selected consolidated finand#h in this section is not
intended to replace the financial statements agdadified in its entirety by the financial statemeand related notes included in
this Annual Report on Form 10-K.

We derived the selected consolidated financial ftatthe years ended December 31, 201 2, 201 2@hd and as of
December 31, 201 3 and 201 4 from our audited diolated financial statements and related notesghvare included in this
Annual Report on Form 10-K. We derived the selecttsolidated financial data for the years endecebwer 31, 2010 and
201 1 and as of December 31, 20 10, 201 1 an@ 2@im our audited consolidated financial statermemd related notes,
which are not included in this Annual Report onRdrO-K. Our historical results are not necessaniijcative of the results to
be expected in the future.
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Year Ended December 31

2010 2011 2012 2013 2014
(in thousands except share and per share dat
Consolidated Statements of Operations Dat¢
Revenue $ 66,232 $ 91,060 $ 121,981 $ 111,807 $ 106,57¢
Costs and operating expens
Cost of revenue (1 36,703 48,661 66,620 59,622 57,939
Technology and development (1) 18,494 20,228 25,603 28,458 26,259
Sales and marketing ( 6,211 8,582 9,120 8,124 10,807
General and administrative (1)( 5,656 6,879 11,011 11,663 14,249
Depreciatior 2,506 2,667 3,779 4,650 5,126
Gain on sale of doma - - - - (1,000
Total costs and operating expen 69,570 87,017 116,133 112,517 113,38C
Income (loss) from operatiol (3,338 4,043 5,848 (710 (6,801
Other income (expens ) a7 1 (37) (28)
Interest expens (240 (109 (270 (193 (218
Income (loss) before income ta» (3,580 3,917 5,579 (940 (7,047
Provision (benefit) for income tax 11 (6,015 1,764 (134, 4,821
Loss in equity interes - - - (561 (1,063
Net income (loss (3,591 9,932 3,815 (1,367 (12,931
Undistributed earnings allocated to preferred dtotders - 8,583 - - -
Net income (loss) attributable to common stockhe $ (3,591 $ 1,349 $ 3,815 % (1,367 $ (12,931
Net income (loss) per share attributable to com
stockholders
Basic $ (1.93 $ 0.59 $ 0.16 $ (0.05 $ 0.47
Diluted $ (193 $ 045 $ 0.14 $ (0.05 $ 0.47
Weighted average shares used to compute net inos®
per share attributable to common stockhold
Basic 1,865,294 2,303,44:  24,411,19/  27,306,88:  27,389,79:
Diluted 1,865,294 21,974,407  28,097,31¢  27,306,88:  27,389,79:
Other Financial Date
Adjusted EBITDA (3) $ 36 $ 7,630 $ 11,626 $ 6,501 $ 2,180
Notes:
(1) Exclusive o f depreciation shown separately.
(2) Includes stock-based compensation as follows:
Year Ended December 31
2010 2011 2012 2013 2014
(in thousands)
Technology and developme $ 398 $ 295 $ 523 $ 1,184 $ 1,621
Sales and marketir 202 203 404 348 599
General and administrati\ 268 422 1,072 1,029 1,375
$ 868 $ 920 $ 1,999 $ 2,561 $ 3,595

(3) We define adjusted EBITDA as net incomeq)qdus: provision (benefit) for income taxes, et expense, other
(income) expense, depreciation, loss in equityrésie stock-based compensation and certain , areitems .
Please see “Adjusted EBITDA” below for more infotioa and for a reconciliation of adjusted EBITDArtet
(loss) income, the most directly comparable finahgieasure calculated and presented in accordatit SWAP.
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Year Ended December 31
2010 2011 2012 2013 2014

(in thousands)
Consolidated Balance Sheet Dat¢

Cash and cash equivalel $ 5412 $ 10,925 $ 41,944 $ 36,397 $ 25,600
Accounts receivables, n 9,654 14,336 15,624 14,569 20,479
Property and equipment, r 7,110 8,301 11,043 14,085 15,128
Total asset 24,327 43,382 76,330 74,789 66,238
Long-term bank financing and capital lease obligati 1,203 2,098 1,712 885 1,383
Total stockholder equity 10,156 21,380 50,811 52,231 42,482

Adjusted EBITDA

To provide investors with additional informatiorgegding our financial results, we have disclosetthiwithis Annual
Report on Form 10-K adjusted EBITDA, a non-GAAPaficial measure. We have provided a reconciliateave of adjusted
EBITDA to net income (loss), the most directly caargble GAAP financial measure.

We have included adjusted EBITDA in this Annual Bemn Form 10-K because it is a key measure ugedib
management and board of directors to understan@\aaldate our core operating performance and treéagsepare and
approve our ann ual budget and to develop shortangdterm operational plans. In particular, thelegion of certain expenses
in calculating adjusted EBITDA can provide a usefidlasure for period-to-period comparisons of oue dasiness.
Additionally, adjusted EBITDA is a key financial msure used by the compensation committee of oudlwfalirectors in
connection with the payment of bonuses to our ekezofficers. Accordingly, we believe that adju$tEBITDA provides
useful information to investors and others in ustierding and evaluating our operating resultsénstime manner as our
management and board of directors.

Our use of adjusted EBITDA has limitations as aalgital tool, and you should not consider it iol&tion or as a
substitute for analysis of our results as repoutedker GAAP. Some of these limitations are:

. although depreciation is a non-cash charge, thetsabgsing depreciated may have to be replacecifutbre, and
adjusted EBITDA does not reflect capital expendittequirements for such replacements or for nevitatap
expenditure requirements;

. adjusted EBITDA does not reflect changes in, oheaguirements for, our working capital needs;
. adjusted EBITDA does not consider the potentiallytive impact of equity-based compensation;

adjusted EBITDA does not reflect the impact of payments that may represent a reduction in castableato
us; and

. other companies, including companies in our ingusiray calculate adjusted EBITDA differently, whigduces
its usefulness as a comparative measure.

Because of these limitations, you should considgrsted EBITDA alongside other financial performameeasures,
including various cash flow metrics, net incomksg) and our other GAAP results. The followinglégtresents a reconciliation
of adjusted EBITDA to net income (loss) for eatlthe periods indicated:
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Reconciliation of Adjusted EBITDA:
Net income (loss
Provision (benefit) for income tax
Interest expens
Other (income) expense (
Depreciatior
Loss in equity interes
Stock-based compensatic
Gain on sale of domal
Reduction in workforce severance and related ¢

Adjusted EBITDA

Year Ended December 31

2010 2011 2012 2013 2014
(in thousands)

$ (3,591 $ 9,932 $ 3,815 $ (1,367 $ (12,931
11 (6,015 1,764 (134, 4,821
240 109 270 193 218
2 17 1) 37 28
2,506 2,667 3,779 4,650 5,126
- - - 561 1,063
868 920 1,999 2,561 3,595
- - - - (1,000
- - - - 1,260
$ 36 $ 7,630 $ 11,626 $ 6,501 $ 2,180

Note: (1) Other (income) expense consists primafiinterest income earned and foreign excharagesgand losses.
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ITEM 7. M ANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

The following discussion of our results of openasi@nd financial condition should be read in comjiizn with the
information set forth in “Selected Financial Datahd our financial statements and the notes theretiuded in this Annual
Report on Form 10-K. This discussion contains fodalaoking statements based upon our current exgiects, estimates and
projections that involve risks and uncertaintiestual results could differ materially from thosetiaipated in these forward-
looking statements due to, among other consideratithe matters discussed under “Risk Factors” &gecial Note
Regarding Forward-Looking Statements.”

Overview

We are the trusted technology development, mutfiqlan services and revenue partner for video, hgeand
communications providers, and device manufactuWesdeliver modern, multiscreen experiences aneriding to consumers
that require scale, actionable data and sophistidatplementation.

Our customers are actively seeking incrementalmegepportunities. At the same time, consumer dafiens are high,
driving the need for new features and servicesclvheéquire scale to be delivered cost-effectiv€lgnsumers want access to
digital content via PCs, tablets, smartphones eomhected TVs. Video, mobile and social are typidile underpinnings of
these new services, and we believe we have hds torplay as a neutral partner by helping to redtmnsumer and provider
complexity from the proliferation of content, demjdechnology and distribution options.

We generate revenue from consumer traffic on @ut skperiences through search and digital adusgti®venue,
which we collect from our search partner, Googke,lor Google, our advertising network providerd divectly from
advertisers. We typically share a portion of ttearsh and digital advertising revenue with our acurgrs. We also generate
recurring revenues in the form of subscriber-bdsed , which we collect from our customers, fordke of our technology,
premiu m services and paid content . Growth inbusiness is dependent on expansion of relationstithsour existing
customers and new customers adopting our soluéindgheir respective consumers’ use of our stgégsnces ramping up as
described below. As we expand our Cloud ID, syrtidid@ontent and email offerings, we expect to grdncreased
subscriber-based revenue from our customers.

During 201 4 , search and digital advertising rexewas $ 83.9 million, a decrease of 7 % comptr&d90.4 million
for 2013 . Over the same period, our unique visittecreased by 5 %, ou r search queries decrea2&d%% and our advertising
impressions decreased by 9 %. Search revenue dedrbg $ 12.1 million, or 21%, in 201 4 compaied201 3. We
believe the decrease was due to lower searchtgcissociated with the increased usage of compstiarch tools on other
devices , such as tablets and smartphones , ggrecedss the consumer base . In addition, atigmoof the decrease was due
to the residual effect of the placement of ourtstaperiences on the second tab of the default @us® Internet browser by
our consumer elect ronics customers. We anticighatiesearch activity will increase on smartphomesbtablets in the future and,
although our search queries are down, we belieateotlir continuing investment in our next- generasitart experiences will
allow us to compete more effectively for searclivitgton smartphones and tablet s. Digital advergigevenue in creased by $
5.6 million, or 17%, in 201 4 compared to 201\VBe anticipate video advertising may become an asing) percentage of our
advertising revenue which may also serve to inereas advertising CPMs. We also anticipate thastgeing, and
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launching, of new customers and our mobile prodhitatives may help add new search and digitaleatising revenue in future
years.

Our subscriber-based revenue consists of fees ethéog the use of our proprietary technology andlie use of, or
access to, services, such as e-mail, security,ddIdy online games, music and other premium sesvand paid content. During
201 4 , subscriber-based revenue was $ 22.7 mibliorincrease of 6 % from $2 1 .4 million in 201 This increase is primarily
driven by growth in the hosting and managementuofesmail product and increasing adoption of ©laud ID services with
our customers. We believe there are opportunitieggeherate new sources of subscriber-based revemeleas the introduction
of new premium services, including those delivegadmartphones and tablets.

As we obtain new customers and those new custamtessiuce our start experiences to their consunvegsgxpect that
usage of our solutions and our revenue from out sgeriences to increase over time. There aggiaty of reasons for this
ramp-up process. For example, a new customer mgrataiits consumers from its existing technologguotechnology over a
period of time. Moreover, a new customer may itijtileunch a selection of our services and produetther than our entire
suite of offerings, and subsequently broaden gevice and product offerings over time. When damser launches a new
service or product, marketing and promotional ity may be required to generate awareness agigitamong consumers.

In 201 4 , we derived revenue from over 50 custgmgith revenue attributable to four customers,t@sthink
(including revenue attributable to Qwest), ChaBemmunications , Verizon and Toshiba, together aating for
approximately 6 7 % of our revenue in 201 4 , od$7million. One of these customers accounte@@% or more of revenue
in such period, and revenue attributable to eathebther three customers accounted for moreX8&mnin such period.

Revenue attributable to our customers includestibscriber-based revenue earned directly from thsmell as the
search and digital advertising revenue generatedi¢in our relationships with our search and digithtertising partners (such
as Google for search advertising and advertisimgaor&s, advertising agencies and advertisers fgitaliadvertising). This
revenue is attributable to our customers becauseibduced from the traffic on our start expetes These search and
advertising partners provide us with advertisem#rdswe then deliver with search results and otbetent on our start
experiences. Since our search advertising pai®w@ogle, and our advertising network partners geaeheir revenue by selling
those advertisements, we create a revenue streahefe partners. In 201 4 , search advertisirautir our relationship with
Google generated approximately 42 % of our reveou$,45.2 million (all of which was attributable dur customers).

The initiatives described below under “Key Initiegs” are expected to contribute to our ability taimain and grow
revenue and return to profitability via increasesdvertising revenue, increases in customers andamsumer reach, and
increases in availability of products across maeaks. We expect the period in which we experienceturn on future
investments in each of these initiatives to diffesr example, more direct advertising at higher GRWuld be expected to have
an immediate and direct impact on profitability iehéxpansion into international markets may reqairénvestment that
involves a longer term return.

Trends Affecting Our Business

Our customers, predominantly high-speed Intern@iceproviders that also offer television servica® facing
increasing competition from companies that deliideo content over the Internet, more commonlyrrefito as “over-the-
top,” or OTT. These new competitors include a nundféarge and growing companies, such as Googif]ix| Inc., or
Netflix, Hulu, LLC, or Hulu, and Amazon.com Incr, Amazon. With the increased
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availability of high-speed Internet access and hieftop programming, consumers’ video content gorngtion preferences
may shift away from current viewing habits. As aule, many of our customers and potential custoragrsompelled to find
new ways to deliver services and content to th@iisamers via the Internet. We expect this predsubecome even greater as
more video content becomes available online. Weexjp continue to benefit from this trend as congts adopt our solutions
to package and deliver video programming and adated authentication services on our start egpess.

Another trend affecting our customers and our krssiris the proliferation of Internet-connected desj especially
mobile devices. Smartphones, tablets and conn@atstave made it more convenient for consumerst¢ess services and
content online, including television programming. fEmain competitive, our customers and potentistamers must have the
capability to deliver their services and products@ansumers on these new devices. Our technolagylenthem to extend their
presence beyond traditional personal computersyaneixpect that some portion of our revenue gravithcome from traffic
on these devices.

Our business is also affected by growth in adviegisn the Internet, for which the proliferationfogh-speed Internet
access and Internet-connected devices will beriheipal drivers. Further, we expect to see a dedin search advertising
revenue based on consumers ’ Internet searchiritshahcreasingly transitioning to mobile devicedHowever , we believe
there continues to be growth opportunity for adse) related to the video, images and text onstant experiences and hosted
email. We expect our results of operations willéférfrom the growth in the number of mobile Intetusers as our customers
adopt our mobile and tablet offerings.

We continue to be impacted by consumer electranistomers that have the Windows 8 operating syptennstalled
on th eir laptop or desktop computers; our stapeernces are now placed on a second tab whentémaét browser is
launched , and in certain instances, without oungb®search bar . This has caused us to reduaewemue expectations from
our consumer electronics customers.

Key Initiatives

Our strategy is supported by four key pillars tiveliour business, with operational discipline aadrsl financial footing
as its base. We plan to:

. increase value for existing customers by optimizingsumer experience and monetization;
. innovate on Synacor-as-a-platform for advancedicesy
. win new customers in current and related verticaist

extend our product portfolio into emerging growthas.
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Key Business Metrics

In addition to the line items in our financial gatents, we regularly review a number of businedsicseelated to
Internet traffic and search and digital advertisiogvaluate our business, determine the allocatioasources and make
decisions regarding business strategies. We bdlisetosing these metrics is useful for investord analysts to understand the
underlying trends in our business. The followinigléeasumma rizes our key business metrics for thagsyended December 31,
2012, 2013 and 2014 :

Year Ended December 31

2012 2013 2014
Key Business Metrics:
Unique Visitors (1, 20,440,16¢ 19,818,67( 18,886,88¢
Search Queries (i 968,233,56( 711,992,03¢ 530,933,59(
Advertising Impressions (¢ 42,170,186,57 40,982,588,80. 37,141,508,55!

Notes:

(1) Reflects the number of unique visitors to our stageriences computed on an average monthly basigydhe
applicable period.

(2) Reflects the total number of search queries dutiegapplicable period.

(3) Reflects the total number of advertising impressidaring the applicable period.

Unique Visitors

We define unique visitors as consumers who havtedisne of our start experiences at least onciaglarparticular
time period. We rely on comScore to provide thimdeomScore estimates this data based on thepbrtson of the Internet
activity of its worldwide panel of consumers arglptoprietary data collection method.

Search Queries

We define search queries as the number of instaneisich a consumer entered a query into a sdaaclon our start
experiences during a particular time period. Wg oel reports from our search partner, Google, tasuee the number of such
instances.

Advertising |mpressions

We define advertising impressions as graphicatytehor video paid advertisements di splayed tcsaarers on our start
experiences during a particular time period. Wg oel reports from technology and advertising pagniacluding DoubleClick
(a division of Google), to measure the number efaiising impressions delivered on our platform.
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Components of our Results of Operations
Revenue

We derive our revenue from two categories: revagarerated from search and digital advertising aiets/and

subscriber-based revenue, each of which is deschblw. The following table shows the revenuedahecategory, both in

amount and as a percentage of revenue, for 2013, 2d 2014 .

Year Ended December 31,

2012 2013 2014

(in thousands)

Revenue
Search and display advertisi $ 101,55¢ $ 90,447 $ 83,906
Subscribe-basec 20,422 21,360 22,673
Total revenue $ 121,981 $ 111,807 $ 106,579
Percentage of revenu
Search and display advertisi 83 % 81 % 79 %
Subscribe-basec 17 19 21
Total revenue 100 o5 100 o5 100 94

Search and Digital Advertising Revenue

We use Internet advertising to generate revenue the t raffic on our start experiences , categarias search
advertising and digital advertising.

« Inthe case of search advertising, we have a r@ssharing relationship w ith Google, pursuant taclvh we include a

Google-branded search tool on our start experieMgaen a consumer makes a search query usingtijsite deliver
the query to Google and they return search reguttensumers that include advertiser-sponsored.liikhe consumer
clicks on a sponsored link, Google receives payrfrent the sponsor of that link and shares a powiothat payment
with us . The net payment we receive from Googheéagnized as revenue.

Digital advertising includes video, image and tedte rtisements delivered on one of our start éepees. Advertising
inventory is filled with advertisements sourcedday direct sales force, independent advertisatgssrepresentatives
and advertising network partners. Revenue is géebfar us when an advertisement display s, otlsenkinown as an
impression, or when consumers view or click an ateament, otherwise known as an action. Digitaleatising
revenue is calculated on a cost per impressionstrper action basis. Revenue is recognized basadounts received
from advertising customers as the impressions @lieeded or the actions occur, according to ¢ attraly-determined
rates.

Subscriber-Based Revenue

Subscriber-based revenue represents subscri g@snaind other fees that we receive from custoroethd use of our
proprietary technology, including the use of, oress to, e-mail, Cloud ID , security, games ahéropremium services and
paid content. Monthly subscriber levels typicalbyrh the basis for calculating and generating silbscbased revenue. They
are generally determined by multiplying a per-suibgc per-month fee by the number of subscribeirsguhe particular services
being offered or consumed. In other cases, thesfiieed. Revenue is recognized from customersiaservice is delivered.
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Costs and Expenses
Cost of Revenue

Cost of revenue consists of revenue sharing, coatzuisition costs and co-location facility coftevenue sharing
consists of amounts accrued and paid to custoroetké Internet traffic on start experience s werate on our customers
behalf and where we are the primary obligor, résylin the generation of search and digital adsienj revenue. The revenue-
sharing agreements with customers are primarilialée payments based on a percentage of the seadctligital advertising
revenue. Content-acquisition agreements may bellmsa fixed payment schedule, on the number adailiers per month, or
a combination of both. Fixed-payment agreementggpensed on a straight-line basis over the teffinetéin the agreement.
Agreements based on the number of subscribersxpemgsed on a monthly basis. Co-location facilitgte@onsist of rent and
ope rating costs for our data center facilities.

Technology and Development

Technology and development expenses consist phntdrcompensation - related expenses incurredhferesearch
and development of, enhancements to, and mainteraarttoperation of our products, equipment alades infrastructure .

Sales and Marketing

Sales and marketing expenses consist primarilpipensation-related expenses to our direct satbsanketing
personnel, as well as costs related to advertigmdgistry conferences, promotional materials ahewosales and marketing
programs. Advertising cost is expensed as incurred.

General and Administrative

General and administrative expenses consist piiynafrcompensation related expenses for executi@eagement,
finance, accounting, human resources , professferaland other administrative functions.

Depreciation

Depreciation includes depreciation of our comphtadware and software, furniture and f ixturesséeld
improvements and other property, and depreciatiocapital leased assets.

Gain on Sale of Domain

Gain on sale of domain is unique to 2014. T lee@eds collected from the sale of an Internet doware recognized
as a gain in their entirety.

Other Income (Expense)

Other income (expense) consists primarily of irgenecome earned and foreign exchange gains arddos
Interest Expense

Interest expense primarily consists of expensescaged with our capital leases.

Provision (benefit) for Income Taxes
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Income tax expense (benefit) consists of federdistate income taxes in the United States and faxesrtain foreign
jurisdictions, as well as any changes to deferagdssets or liabilities, and deferred tax valuatibowances.

Loss in Equity Interest

Loss in equity interest represents our percenthgeef losses in investments in entities in whighcan exercise
significant influence, but do not own a majorityuéy interest or otherwise control.

Critical Accounting Policies

The preparation of consolidated financial statesy@ntonformity with U.S. GAAP requires estimatesl @assumptions
that affect the reported amounts and classificatafrassets and liabilities, revenue and expemasetthe related disclosures of
contingent liabilities in the financial statemeatsd accompanying notes. The SEC has defined a egyrspaitical accounting
policies as the ones that are most important t@thegayal of the company’s financial condition aedults of operations, and
which require the company to make its most diffiand subjective judgments, often as a result®iied to make estimates of
matters that are inherently uncertain. Based andéfinition, we have identified the following éc#l accounting policies and
estimates addressed below. We also have otherdeeyiating policies, which involve the use of estiesajudgments, and
assumptions that are significant to understandingesults. See Note The Company and Summary of Significant Accounting
Policies, of Notes to the Consolidated Financial StatemeXitaough we believe that our estimates, assumptiand judgments
are reasonable, they are based upon informatidtableaat the time. Actual results may differ sigrantly from these estimates
under different assumptions, judgments or condstion

Revenue Recognition

We recognize revenue when the following criteriammet: persuasive evidence of an arrangement edédtgery has
occurred; the selling price is fixed or determirglaind collectability is reasonably assured.

The terms of our arrangements with our customeosg® and our advertising network partners areipddén written
agreements. These written agreements constituggetiseasive evidence of the arrangements with wstomers that are a pre-
condition to the recognition of revenue. The eviensed to document that delivery or performanseolcaurred generally
consists of communication of either numbers of stibers or the revenue generated in a reportinggé&rom customers,
advertising partners, vendors and our own inteyr@gdinerated reports. Occasionally, a customemaiilfy us of subsequent
adjustments to previously reported subscriber ddtase adjustments, once accepted by us, willtresatljustments to revenue
and cost of revenue. The historical occurrencesioli adjustments, and the amounts involved, havbesn significant.

Although prices used in our revenue recognitiomialas are generally fixed pursuant to the writtearegements with
our customers, Google and our advertising netwarkngrs, the number of subscribers or the amousgafch and digital
advertising revenue that are subject to our prieimgngements are not known until the reportingpplenas ended. Although this
data is, in most cases, available prior to the detigm of our periodic financial statements, thigadmay need to be estimated.
When made, these estimates are based upon ouid@btxperience with the relevant party. Adjustitseo these estimates
have historically not been significant. The receipthis volume data also serves to verify thathaee appropriately satisfied
our obligation to our customers for that reporpegiod. Adjustments are recorded in the periodhictvthe data is received.
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Pursuant to the terms of our customer contractsea@gnize revenue in each period for our sendcee the contract
has been signed, its terms reviewed and understo®dervice, content or both have been made élaila the customer and
reliable active subscriber information is made ke to us.

We undertake an evaluation of the creditworthirgédsoth new and, on a periodic basis, existingamusts. Based on
these reviews we determine whether collection ofpsaspective revenue is probable.

Revenue Sharing

We pay our customers a portion of the revenue géeefrom search and digital advertising. The parpaid to our
customers depends on, among other things, the ocmrdhase of the customer and their expected alilitirive consumer traffic
to our start experiences. This revenue consistseo€onsideration we receive from Google and ogitaliadvertising partners in
connection with traffic supplied by the applicablestomer.

Gross Versus Net Presentation of Revenue for Rev@naring

We evaluate our relationship between our searctdayitdl advertising partners and our customermscicordance with
Financial Accounting Standards Board, or FASB, Acting Standards Codification, or ASC, 605-PEincipal Agent
Considerations We have determined that the revenue derived fraffic supplied by our customers is reported @rass basis
because we are the primary obligor (we are resplen our customers for fulfilling search and tigjadvertising services and
premium and other services), are involved in theise specifications, perform part of the servitaye discretion in supplier
selection, have latitude in establishing price bedr credit risk.

Stock-Based Compensation

We account for stock-based compensation in accoedaith the authoritative guidance on stock comagos. Under
the fair value recognition provisions of this guida, stock-based compensation is measured atahedpate based on the fair
value of the award and is recognized as expensef estimated forfeitures, over the requisite ggryperiod, which is generally
the vesting period of the respective award. Assaltewe are required to estimate the amount aksbased compensation we
expect to be forfeited based on our historical eepee. If actual forfeitures differ significantfysom our estimates, stock-based
compensation expense and our results of operatmnd be materially impacted.

Determining the fair value of stock-based awardbaigrant date requires judgment. We use the Biatioles
option-pricing model to determine the fair valuestdck options. The determination of the grant daitevalue of options using
an option-pricing model is affected by our estidatemmon stock fair value as well as assumptiogarding a number of other
complex and subjective variables. These variablesidle the fair value of our common stock, our expe stock price volatility
over the expected term of the options, stock optixercise and cancellation behaviors, risk-freerest rates, and expected
dividends, which are estimated as follows:

Fair Value of Our Common StocBecause our stock was not publicly traded poasur initial public offering, the fair
value of our common stock underlying our stock @pdiwas determined by our board of directors basegiluations
prepared by an independent valuation specialig.bidard of directors intended all options granteblet exercisable at a
price per share not less than the per share fhiewad our common stock underlying those optionshendate of grant.
Following the completion of our initial public ofieg in February 2012, our common stock has be&redaby

reference to its publicly traded price.

Expected TermThe expected term was estimated using the siieglihethod allowed under SEC guidance. As we
develop more experience, our estimate of the fifanards may change.

49



Table of Content
Volatility. As w e have not ha d sufficient trading histtryeasonably estimate expected volatility , ekpected
stock price volatility for our common stock wasiestted by taking the average historic price vatstfior industry
peers based on daily price observations over agequivalent to the expected term of the stocloomrants. Industry
peers consist of several public companies in tblentelogy industry similar in size, stage of lifectgyand financial
leverage. We did not rely on implied volatilitiestcaded options in our industry peers' commonlstmcause the
volume of activity was relatively low. We intend¢ontinue to consistently apply this process usfiregsame or similar
public companies until a sufficient amount of higtal information regarding the volatility of oumm common stock
share price becomes available, or unless circurmssachange such that the identified companiesalenger similar to
us, in which case, more suitable companies wheese gitices are publicly available would be utilizedhe calculation.

Risk-free Rate The risk-free interest rate is based on the giefdJ.S. Treasury securities with maturities samtb the
expected term of the options for each option group.

Dividend YieldWe have never declared or paid any cash dividendsla not presently plan to pay cash dividends in
the foreseeable future. Accordingly, we used areetqal dividend yield of zero.

Income Taxes

We record income taxes using the asset and liahiléthod, which requires the recognition of deféax assets and
liabilities for the expected future tax consequenafeevents that have been recognized in our fiahetatements or tax returns.
In estimating future tax consequences, generdllgxglected future events other than enactmentbanrges in the tax law or
rates are considered. Valuation allowances areiggdwhen necessary to reduce deferred tax asstits amount expected to
be realized.

We also provide reserves as necessary for unceatajpositions taken on our tax filings. First, determine if a tax
position is more likely than not to be sustainedrupudit solely based on technical merits, inclgdesolution of related
appeals or litigation processes, if any. Seconsedan the largest amount of benefit, which is nlikedy than not to be realized
on ultimate settlement we recognize any such diffees as a liability. In the event that any unraczegl tax benefits are
recognized, the effective tax rate will be affect&tthough we believe our estimates are reasonabl@ssurance can be given
that the final tax outcome of these matters wilthesame as these estimates. These estimatgsdated quarterly based on
factors such as changes in facts or circumstacbasges in tax law, new audit activity, and effey settled issues.

We follow specific and detailed guidelines in e&kjurisdiction regarding the recoverability ofyatax assets recorded
on the balance sheet and provide necessary vailgtawances as required. Future realization oétefl tax assets ultimately
depends on the existence of sufficient taxablerireof the appropriate character (for example, amgiincome or capital gain)
within the carryback or carryforward periods avialiégaunder the tax law. We regularly review our defe tax assets for
recoverability based on historical taxable incoprejected future taxable income, the expected tinofhthe reversals of
existing temporary differences and tax planningteyies. Our judgments regarding future profitgbitiay change due to many
factors, including future market conditions and ahility to successfully execute our business pardor tax planning
strategies. Should there be a change in our alilitgcover our deferred tax assets, our tax pi@viszould increase or decrease
in the period in which the assessment is changed.
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Results of Operations

The following tables set forth our results of opienss for the periods presented in amount and@es@entage of
revenue for those periods. The period to periodpaniaon of financial results is not necessarilyidative of future results.

Revenue
Costs and operating expens
Cost of revenue (1
Technology and development (1)
Sales and marketing (
General and administrative (1)(
Depreciatior
Gain on sale of doma
Total costs and operating expen
Income (loss) from operatiol
Other income (expens
Interest expens
Income (loss) before income tay
Provision (benefit) for income tax
Loss in equity interes
Net income (loss

Year Ended December 31

Notes: (1) Exclusive of depreciation shown separate

(2) Includes stock-based compensation as follows:

Technology and developme
Sales and marketir
General and administratiy

2012 2013 2014
(in thousands)
$ 121,981 $ 111,807 $ 106,579
66,620 59,622 57,939
25,603 28,458 26,259
9,120 8,124 10,807
11,011 11,663 14,249
3,779 4,650 5,126
- - (1,000
116,133 112,517 113,380
5,848 (710 (6,801
1 (37) (28)
(270 (193 (218
5,579 (940, (7,047
1,764 (134 4,821
- (561 (1,063
$ 3,815 $ (1,367 $ (12,931
Year Ended December 31
2012 2013 2014
(in thousands)
$ 523 $ 1,184 $ 1,621
404 348 599
1,072 1,029 1,375
$ 1,999 $ 2,561 $ 3,595
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Year Ended December 31

2012 2013 2014
Revenue 100 % 100% 100%
Costs and operating expens
Cost of revenue (1 55 53 54
Technology and development 21 25 25
Sales and marketir 7 7 10
General and administrative ( 9 10 13
Depreciatior 3 4 5
Gain on sale of doma - - (1)
Total costs and operating expen 95 101 106
Income (loss) from operatiol 5 (8] (6)
Other income (expens - - -
Interest expens - - -
Income (loss) before income ta» 5 Q) @)
Provision (benefit) for income tax 1 - 5
Loss in equity interes - (1) (1)
Net income (loss 3 % (1) % (12)os
Note: (1) Exclusive of depreciation shown sepayatel
Comparison of Years Ended December 31, 2012, 2042614
Revenue
Year Ended December 31 2012 to 201: 2013 to 201«
2012 2013 2014 % Change % Change
(in thousands)
Revenue
Search and display advertisi $ 101,559 $ 90,447 $ 83,906 (11)% (M) %
Subscribe-basec 20,422 21,360 22,673 5% 6 %
Total revenue $ 121,981 $ 111,807 $ 106,579 (8)% (5)%
Percentage of revenu
Search and display advertisi 83 % 81 % 79 %
Subscribe-basec 17 19 21
Total revenu 100 o 100 o5 100 o5

In 201 4, our revenue decreased by $ 5.2 milbory %, compared to 201 3. Digital advertisieganue in creased by
$ 5.6 million, or 17% . The increase in digaalvertising was driven by a combination of an iaseein video advertising and
higher contractual rates for such advertisemeRtsther, v ideo advertising yields higher CPM tivadlitional image or text
advertising. Search advertising revenue decreag&d b1 million, or 21 % compared to 2013 . Wedidve the decrease was
due to lower search activity associated with tliedased usage of competitor search tools on dthéces , such as tablets and
smartphones , generally across the consumer baseaddition, a portion of the decrease waes tduthe residual effect of the
placement of our start experiences on the secdndfténe default Windows 8 Internet browser by comsumer elect ronics
customers. Subscriber-based
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revenue increased $ 1.3 million, or 6 % primarilyedto increases in our email, Cloud ID and vidglat®ons services to our
customers.

In 2013, our revenue decreased by $10.2 millio®%, compared to 2012. Digital advertising revedeereased
slightly by $0.2 million. Search advertising reverdecreased by 10.9 million, or 16%. We believeatenal portion of the
decrease was due to the placement of our startierpes on the second tab of the default Windowee8net browser by our
consumer electronics customers. In addition, aralésser extent, we believe the decrease wadaeér search activity
associated with the increased usage of other desioeh as tablets and smartphones generally abessnsumer base and due
to a change in the way we monetize searches throuigktart experiences. Subscriber-based reverueased $0.9 million, or
5% primarily du e to increases in our email, CléiDdand video solutions services to our customers.

Cost of Revenue

Year Ended December 31 2012 t0 2013 2013 to 2014
2012 2013 2014 % Change % Change
(in thousands)
Cost of revenu $ 66,620 $ 59,622 $ 57,939 (11)% (3)%
Percentage of reveni 55% 53% 54%

Our cost of revenue decreased by $ 1.7 millior8 @, in 201 4 compared to 201 3 . The decreasearicast of revenue
was driven by a decrease in revenue-sharing castssearch due to declining search advertisingmase The decrease was
offset by an increase in revenue-sharing costs fligital advertising due to increase in video-baagdertising and better
monetization of digital advertising, as discusseova. Cost of reve nue as a percentage of revantreased slightly to 54% of
revenue in 2014 from 53 % due to shift in the ofixost of revenue from search advertising totdigidvertising, specifically ,
video-based advertising .

Our cost of revenue decreased by $7.0 million,186,1in 2013 compared to 2012. The decrease inasiraf revenue
was driven by a decrease in revenue-sharing castsoddecreased search and digital advertising. @@@svenue as a
percentage of revenue decreased to 53% of revarR2@&LB from 55% of revenue in 2012 because of atmgdigital
advertising revenue attributable to the mix of oostrs and related revenue-sharing arrangements.

Technology and Development Expenses

Year Ended December 31 2012to 201: 2013 to 201«
2012 2013 2014 % Change % Change
(in thousands)
Technology and developme $ 25,603 $ 28,458 $ 26,259 11% (8)%
Percentage of reveni 21% 25% 25%

Technology and development expenses de creasedl Ryrillion, or 8 %, in 201 4 compared to 201 BeTe crease
was primarily due to a shift in activities of centpersonnel responsible for products to be madkdtem technology and
development to sales and marketing. This changectivities occurred at the direction of our nevie€lexecutive officer and
took effect on October 1, 2014 , and t he resgjt idecrease was $1.3 million . A n a dditioredréase of $0.8 million is due
to the reduced use of temporary labor in connedfiitim our cost
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reduction plan . These decreases were offset lgrameee and related expenses associated with dureclstion plan of $0.5
million and additional stock-based compensatioreesp associated with re-pricing of stock option$®2 million.

Technology and development expenses increased.Byn$ition, or 11%, in 2013 compared to 2012. Theréase was
primarily due to a $2.5 million increase in empleyelated costs as a result of the increase indoeiad to support new product
initiatives and customer deployments.

Sales and Marketing Expenses

Year Ended December 31 2012 to 201: 2013 to 201«
2012 2013 2014 % Change % Change

(in thousands)
Sales and marketir $ 9,120 $ 8,124 $ 10,807 (11)% 33 %
Percentage of reveni 7% 7% 10%

Sales and marketing expenses in creased by $ Ri@nmnor 33 %, in 201 4 compared to 201 3 . Thensase was
primarily due to a shift in activities of certaiengonnel from technology and development to saldswarketing, resulting in
additional sales and marketing expense of $1.3amjlbs discussed above. Additional increases diec&0.5 million in fees paid
to third-party consultants for market research? $fillion in severance and related expenses agsdordgth our cost reduction
plan, and $0.3 million in advertising sales bornid @ommission related to the increase in digitakaiising revenue .

Sales and marketing expenses decreased by $1i@mdt 11%, in 2013 compared to 2012. The decreaseprimarily
due to a $1.0 million decrease in compensatiorteelaxpenses.

General and Administrative Expenses

Year Ended December 31 2012to 201: 2013 to 201«
2012 2013 2014 % Change % Change

(in thousands)
General and administrati $ 11,011 $ 11,663 $ 14,249 6 % 22 %
Percentage of reveni 9% 10% 13%

Gener al and administrative expenses increased20y #illion, or 22 %, in 201 4 compared to 201 Jhe increase is
due to several factors, including severance ardeglexpenses associated with our cost reductiongdl$0.6 million, an
increase in the provision for bad debt of $0.3iomil] higher than typical professional fees of $@niBion , office rent increase
of $0.2 million, and $0. 9 million costs associatgth our transition to a new CEO.

General and administrative expenses increased Byr#illion, or 6%, in 2013 compared to 2012. Therégase was
primarily due to a $0.3 million increase in lega¢$ in connection with the formation of the JV Camypand $0.2 million
increase in rent.
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Depreciation

Year Ended December 31 2012to 201: 2013 to 201«
2012 2013 2014 % Change % Change

(in thousands)
Depreciatior $ 3,779 $ 4,650 $ 5,126 23 % 10 %
Percentage of reveni 3% 4% 5%

Depreciation increased by $0. 5 million or 10 9201 4 compared to 201 3 . This increase was dpkating certain
software development projects into service durirgfourth quarter , including our next generafpontal, our new back-end C
loud ID technology and our new video solutions eigee .

Depreciation increased by $0.9 million or 23% ii2@ompared to 2012. This increase was primarilyedrby the
purchase of assets such as computer equipmenpporswur investment in new projects.

Gain on Sale of Domain

Year Ended December 31, 2012 to 201¢ 2013 to 201¢
2012 2013 2014 % Change % Change

(in thousands)
Gain on sale of doma $ - $ - $ 1,000 - % 100 %
Percentage of reveni -% -% 1%

The gain on sale of a domain amounted to $1.0anilliuring 2014, which was equal to the sale pfibe. sale was unique
to 2014 and no such transactions occurred in thgpacative periods.

Other Income (Expense)

Year Ended December 31
2012 2013 2014

(in thousands)

Other income (expens $ 1 $ (37) $ (28)

For each of 201 2, 201 3 and 201 4 , other inc@rpense) consisted primarily of interest incomeapded with foreign
currency transaction losses related to our Canaspanations.

Interest Expense

Year Ended December 31
2012 2013 2014

(in thousands)
Interest expens $ (270, $ (193 $ (218

Interest expense during 2012, 2013 and 2014 priynalates to interest on capital lease financing.
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P rovision (benefit) for Income Taxes

Year Ended December 31,
2012 2013 2014

(in thousands)

Provision (benefit) for income tax $ 1,764 $ (134 $ 4,821

During 2014, we recognized additional income tamdfié related to our net operating loss, or NOLapproximately
$2.8 million . In the fourth quarter of 201 4s,aresult of weighing the positive and negatividewe and guidance for
accounting for income taxes , which includes aalation of recent cumulative pre-tax results de&rmined it was
appropriate to record a valuation allowance againsnet deferred income tax asset s because iletasmined that it was no
longer “ more likely than not ” that such NOLs whi utilized . As a result, we recognized a $rdilion income tax provision
expense associated our deferred tax asset valuskiovance.

In 2013 our income tax pro vision included a $0iiom deferred benefit for income taxes which riésd in a $0.1
million tax benefit for income taxes.

In 2012 our income tax provision included $2.9 ioill of deferred income tax expense, partially dffsea tax benefit
of $1.1 million relating to a research and develeptrcredit.

Loss in Equity Interest

Year Ended December 31
2012 2013 2014

(in thousands)
Loss in equity interes $ - $ (561 $ (1,063

In 2013 , we entered into a Joint Venture Agreemamnisuant to which we own 50% of the outstandimgmon stock
and 100% of the preferred shares of the JV Comgdar8013 and 2014 , we recorded our share of tsee®of the JV Company
of $0.6 million and $1.1 million . The investmentthe JV Company is being accounted for using thetg method and is
classified as an investment in equity interest. Chenpany provided nearly all of the capital to faire JV Company;
accordingly, the Company has recorded 100% ofdbsels inc urred by the JV Company in 2013 and 2014.

Unaudited Quarterly Results of Operations and Other Data

The following tables present our unaudited quartezbults of operations and other data for thetejghrters ended
December 31, 201 4 . This unaudited quarterly imfition has been prepared on the same basis aaditedaconsolidated
financial statements and, in the opinion of managggnthe statement of operations data includesdfistments, consisting of
normal recurring adjustments, necessary for thepfaisentation of the results of operations fos¢hgeriods. You should read
this table in conjunction with our financial statemts and related notes located elsewhere in thisi&rReport on Form 10-K.
The results of operations for any quarter are eoessarily indicative of the results of operatifmrsany future periods.
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For the Three Months Ended

September  December September  December
March 31, June 30, 30, 31, March 31, June 30, 30, 31,
2013 2013 2013 2013 2014 2014 2014 2014

(in thousands, except pe-share data)
Statements of Operations Da

Revenue $ 29,143 $ 26,708 $ 26,551 $ 29,406 $ 25248 $ 24,191 $ 26,231 $ 30,909
Costs and operating expens
Cost of revenue (1 15,764 14,017 14,083 15,757 13,876 13,146 14,386 16,535
Technology and development | 6,865 7,336 7,404 6,911 7,492 7,120 7,577 4,071
Sales and marketir 2,130 2,147 2,058 1,792 2,137 2,457 2,601 3,614
General and administrative ( 3,144 2,957 2,805 2,891 3,099 3,499 4,090 3,560
Depreciatior 1,130 1,138 1,119 1,262 1,058 1,117 1,133 1,818
Gain on sale of doma - - - - - (1,000 - -
Total costs and operating expen 29,033 27,595 27,469 28,613 27,662 26,339 29,787 29,598
Income (loss) from operatiol $ 110 $ (887 $ (918 $ 793 $ (2414 $ (2,148 $ (3556 $ 1,311
Net income (loss $ 27 $ (637 % (832 % 173 $ (2,056 $ (1,868 $ (2,596 $ (6,418
Net income (loss) per shai
Basic $ 000 $ (002 $ (0.03 $ 001 $ (007 $ (©O7$ (0.09$ (0.23
Diluted $ 000 $ (002 $ (0.03 $ 001 $ (07 $ (007 $ (0.09 $ (0.23

Note: (1) Exclusive of depreciation shown sepayatel
Liquidity and Capital Resources

Our primary liquidity and capital resource requissts are for financing working capital, investimgcapital
expenditures such as computer hardware and softagsporting research and development effortspdicing new technology,
enhancing existing technology, and marketing otrises and products to new and existing custoniershe extent that
existing cash and cash equivalents, cash from tipesaand cash from short-term borrowings are firgight to fund our future
activities, we may need to raise additional furidsugh public or private equity offerings or deibiaihcings.

In connection with our initial public offering indBruary 2012, we received aggregate gross procé&®y.3 million.
The net proceeds to Synacor from the offering veprroximately $22.4 million after deducting undeting discounts of $1.9
million and offering costs of $3.0 million.

In September 2013, we entered into a new LoanSendrity Agreement with Silicon Valley Bank (“SVB*yhich was
amended in October 2014 (as amended, the “Loanefxggat”) . The Loan Agreement provides for a $10il0an secured
revolving line of credit with a stated maturity ®ptember 27, 2015. The credit facility is avagafolr cash borrowings, subject
to a formula based upon eligible accounts receératd of December 31, 201 4, $ 10.0 million waslakée under the revolving
credit line, with no outstanding borrowings.

Borrowings under the Loan Agreement bear intesgsiur election, at an annual rate of either 0.50%ve the “prime
rate” as published in The Wall Street Journal @Q@R for the relevant period plus 3.00%. For LIBOdRances, interest is
payable (i) on the last day of a LIBOR interestgeior (ii) on the last day of each calendar quaFfer prime rate advances,
interest is payable (a) on the first day of eacimtimand (b) on each date a prime rate advancenigec®d into a LIBOR
advance.
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Our obligations to the Lender are secured by &piisrity security interest in all our assets,liting our intellectual
property. The Loan Agreement contains customarptsvef default, including non-payment of principalinterest, violations of
covenants, material adverse changes, cross-ddfankruptcy and material judgments. Upon the oecus of an event of
default, the Lender may accelerate repayment obatstanding balance. The Loan Agreement also centertain financial
covenants and other agreements that are custombrgn agreements of this type, including restitdion paying dividends
and making distributions to our stockholders. A®etember 31, 201 4 , we were in compliance wighdbvenants and
anticipate continuing to be so.

As of December 31, 201 4 , we had approximatel$.$ Billion of cash and cash equivalents and manasket funds.
We did not have any short-term or long-term invesita. We believe that our existing cash and casivalgnts, along with
cash flows from operations and availability under @volving credit line, will be sufficient to mieeur anticipated working
capital, ca pital lease payment obligations andtalbgxpenditure requirements for at least the A@danonths.

Cash Flows

Year Ended December 31
2012 2013 2014

(in thousands)
Statements of Cash Flows Date

Cash flows provided (used) by operating activi $ 14,657 $ 5228 $ (3,309
Cash flows used by investing activiti $ (4,869 $ (8,857 $ (4,754
Cash flows provided (used) by financing activi $ 21,237 % (1,926 $ (2,752

Cash Provided (Used) by Operating Activities

Operating activities used $3.3 million of cash @12. The cash flow from operating activities priityaresulted from
our net loss, adjusted for non-cash items and @simgour operating assets and liabilities . Theafscash by operating activi
ties primarily relates to the change in workingitaE@ssets and liabilities. Our net loss was $1illon, which included non-
cash depreciation of $ 5.1 million, non-cash stbaked compensation of $ 3.6 million , non-cash gaamthe provision for
income taxes of $4.8 and a loss in an equity isteye$ 1.0 million, offset by gain on the saledofmain of $ 1 . 0 million ,
resulting in cash provided by components of net lifs$0.6 million. Changes in our operating asaatsliabilities used $3. 9
million of cash, primarily due to an increase it@ants receivable of $ 5.9 million and offset byimerease in accrued expense s
and other current liabilities of $2.7 million. Theerease in accounts receivable is partially dueutoimproved revenue
performance late in the fourth quarter combinedhaithange in the mix of our receivables from Geaglarch advertising
receivable to digital advertising receivables ,le/fie increase in accrued expense s and othemtuiabilities primarily relates
to an increase in accrued compensation of $1.3omilssociated with accrued severance, bonus anthigsions and an
increase in accrued content fees of $1.2 millioa @utiming of payments. Other working capital agas had less significant
fluctuations.

Operating activities provided $5.2 million of caal2013. The positive cash flow from operating @tigs primarily
resulted from our net loss, adjusted for non-ctshs, and changes in our operating assets antitieebiWwe had a net loss of
$1.4 million, which included a non-cash benefinfrdeferred income taxes of $0.2 million, non-casprdciation of $4.7
million, non-cash stock-based compensation of §#llkon, and $0.6 million loss in equity intere§thanges in our operating
assets and liabilities used $1.0 million of cashmarily due to a decrease
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in our accounts receivable of $1.1 million and erdase in our accrued expenses and other curabiiities of $2.2 million. The
decrease in our accounts receivable was primatiijpatable to the decrease in revenue. The deerieasur accrued expenses
and other liabilities of $2.2 million was primaritiriven by a $1.7 million decrease in our bonusaic

Operating activities provided $14.7 million of casl2012. The cash flow from operating activitiesrarily resulted
from our net income, adjusted for non-cash itemd,@hanges in our operating assets and liabilidshad net income of $3.8
million, which included a non-cash benefit fromeleéd income taxes of $1.6 million, non-cash ddpten of $3.8 million and
non-cash stock-based compensation of $2.0 mil@dranges in our operating assets and liabilitiesigedl $3.5 million of cash,
primarily due to an increase in our accounts payabi2.3 million and an increase in our accrugokaeses and other current
liabilities of $1.7 million, partially offset by treases in our accounts receivable of $1.3 millidre increase in our accounts
payable was attributable to a $1.4 million incredise to the timing of, and a change in paymentdesith, a customer for their
revenue share payment. The remaining increase.®filillion was primarily driven by increased spergldue to the growth of
our revenue-share payments associated with ounuevgrowth. The increase in our accrued expensksther liabilities of
$1.7 million was primarily driven by a $1.0 millioncrease for operating related expenses and coemp®of our cost of
revenue and a $0.5 million increase in our bongsuat. The increase in our accounts receivablepsiagarily due to our
revenue growth in 2012.

Cash Used by Investing Activities

Our primary investing activities have consisteghofchases of property and equipment, paymentsiéatquisitions
and for investments made in the JV Company. Pueshefproperty and equipment may vary from per@geriod due to the
timing of the expansion of our operations and imaéuse software development. We expect to contioirevest in property and
equipment and development of software for the radei of 201 5 and thereafter.

Cash used in investing activities in 2014 was $4ilon, consisting of $5.0 million used for purdes of property and
equipment, which primarily relates to software degenent of our product portfolio, including the pagnt of $0.7 million of
software development costs recorded to accoun@ipapt December 31, 2013, and $0.8 million foinaestment in an equity
interest in the JV Company. These uses of cash eftset by $1.0 million proceeds from the sale afoaain.

Cash used in investing activities in 2013 was $8illon consisting of $5.9 million of purchasesmbperty, equipment
and software (specifically related to the build ofibur data centers and internal-use softwareldpmeent and including $0.5
million used for payment for the acquisition of &yam), $0.9 million contributed t 0 an equity methindestment, $1.0 million
paid for the acquisition of Teknision, Inc. (an én-based company), and a $1.0 million purchasebmissory note having
to do with our investment in B&FF.

Cash used in investing activities in 2012 was $dilflon consisting of $4.3 million of purchasesmbperty, equipment
and software to build out our data centers and 80llé&n paid for the acquisition of Carbyn.

Cash Provided (Used) by Financing Activities

For the year ended December 31, 2014, net cashiufiedncing activities was $2.8 million primarifgr repayment of
$ 2.3 million on our capital lease obligations @udchase of treasury stock in the amount of $0I6omi We received $0.1
million from the exercise of common stock options.
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For the year ended December 31, 2013, net cashoysfathncing activities was $2.0 million, consigfiof $2.1 million
of repayments for our capital lease obligationfseifby $0.2 million of proceeds from the exer@§eommon stock options.

For the year ended December 31, 2012, net caslidpbby financing activities was $21.2 million, sisting of $25.4
million of proceeds from issuance of common stachlir public offering, partially offset by cash gdor issuance costs of $2.8
million, and $1.2 million of proceeds from the ecise of common stock options, partially offset &y@million for repayments
on our capital lease obligations and bank financing

Off-Balance Sheet Arrangements

At December 31, 201 4, we did not have any of&beé sheet arrangements, as defined in Item 38)({8)6f
Regulation S-K promulgated by the SEC, that havarereasonably likely to have a current or fugffect on our financial
condition, changes in our financial condition, newes, or expenses, results of operations, liquidépital expenditures, or
capital resources that is material to investors.
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Contractual Obligations

We lease office space and data center space updetimg lease agreements and certain equipmeet gagital lease

agreements. We are also obligated to make fixethpats under various contracts with vendors andousts
revenue-sharing and content arrangements.

The following table sets forth our future contradtabligations as of December 31, 201 4 :

Payments Due by Perioc

, principally for

2015 2016 2017 2018 2019 Total
Operating lease obligatiol $ 2,393 $ 1,411 $ 1,193 $ 1,029 $ 384 % 6,410
Capital lease obligatior 1,233 1,050 365 - - 2,648
Contract commitment 1,905 1,080 360 - - 3,345
Total $ 5531 $ 3,541 $ 1,918 $ 1,029 $ 384 $ 12,403
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ITEM 7A. Q UANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MAR  KET RISK

We have operations both within the United Statesiaternationally, and we are exposed to mark&sris the ordinary
course of our business. These primarily includerest rate and inflation risk.

Interest Rate Risk

Our cash and cash equivalents primarily consisash and money market funds. Other than our $1l@minvestment
in B&FF and the $0.1 million in vestment in equityerest in Synacor China, Ltd. , we currently hawenvestments of any
type. Our exposure to market risk for changesterast rates is limited because nearly all of @shcand cash equivalents have
a short-term maturity and are used primarily forkireg capital purposes.

Inflation Risk

We do not believe that inflation has had a matefiféct on our business, financial condition oufesof operations. If
our costs were to become subject to significatftichary pressures, we may not be able to fulfgeifsuch higher costs
through price increases. Our inability or failubedb so could harm our business, financial condliéind results of operations.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our financial statements are submitted on pageshreligh F-2 7 of this Annual Report on Form 10-K.

ITEM 9. CH ANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON A CCOUNTING AND
FINANCIAL DISCLOSURE
None.
ITEM 9A. C ONTROLS AND PROCEDURES

Evaluation of Disclosure and Control Procedures

Our management, with the participation of our Clirécutive Officer and Chief Financial Officer, &wated the
effectiveness of our disclosure controls and propesias of December 31, 201 4 . The term “discosantrols and
procedures,” as defined in Rules 13a-15(e) and1Bd) under the Securities Exchange Act of 1934nasnded, or the
Exchange Act, means controls and other proceddr@sempany that are designed to ensure that irgftbom required to be
disclosed by a company in the reports that it filesubmits under the Exchange Act is recorded;gu®ed, summarized and
reported within the time periods specified in ti&CSs rules and forms. Disclosure controls and pdaces include, without
limitation, controls and procedures designed taisnthat information required to be disclosed lypmpany in the reports that
it files or submits under the Exchange Act is acalated and communicated to the company’s manageinehiding its
principal executive and principal financial offiseas appropriate to allow timely decisions regaydequired disclosure. Based
upon
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the evaluation as of December 31, 201 4 , our (ietcutive Officer and Chief Financial Officer has@ncluded that, as of
such date, our disclosure controls and proceduees effective at the reasonable assurance levelalganent recognizes that
any controls and procedures, no matter how welbdesl and operated, can provide only reasonableasse of achieving their
objectives and management necessarily appliesdggijent in evaluating the cost-benefit relationgtipossible controls and
procedures.

Management’'s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingneaidtaining adequate internal control over finahag@orting, as
such term is defined in Rule 13a-15(f) of the Exd®Act. Under the supervision and with the pgréition of our Chief
Executive Officer and Chief Financial Officer, auanagement conducted an evaluation of the effewssof our internal
control over financial reporting based upon theneavork in “Internal Control - Integrated FramewoigSued by the Committee
of Sponsoring Organizations of the Treadway Comimiss( 2013 framework ) . Based on that evaluatinanagement
concluded that our internal control over financegorting was effective as of December 31, 20T His Annual Report on Form
10-K does not include an attestation report ofGbenpany's registered public accounting firm dua t@nsition period
established by the Jumpstart Our Business Sta#ap®or JOBS Act, for emerging growth companies.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control dimancial reporting identified in management’s exdion pursuant to
Rules 13a-15(d) or 15d-15(d) of the Exchange Acinduthe quarter ended December 31, 201 4 thatriabiyeaffected, or are
reasonably likely to materially affect, our intergantrol over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PAR T Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item is incorp@by reference to the information in our proxyestaent for our 2015
Annual Meeting of Stockholders to be filed with tBEC within 120 days after the end of our fis @diyended December 31,
2014 .

Our board of directors has adopted a Code of Basi@®nduct and a Code of Ethics applicable toffitlevs, directors
and employees, which is available on our webditip(//www.synacor.com under “Investors—Corporate Governance.” We
will provide a copy of these documents to any persathout charge, upon request, by writing to uSynacor, Inc., Investor
Relations Department, 40 La Riviere Dr., Suite 3ffalo, New York 14202. We intend to satisfy tieclosure requirement
under Item 5.05 of Form 8-K regarding an amendrtrdr waiver from, a provision of our Code of Busss Conduct or Code
of Ethics by posting such information on our websit the address and the location specified above.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorpecby reference to the information in our proxyestgent for our 201
5 Annual Meeting of Stockholders to be filed witte tSEC within 120 days after the end of our fisyear ended December 31,
2014 .

ITEM 12. S ECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AN D MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required by this item is incorp@éby reference to the information in our proxyesteent for our 201
5 Annual Meeting of Stockholders to be filed witte tSEC within 120 days after the end of our fisyegr ended December 31,
2014 .

ITEM 13. CE RTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AN D DIRECTOR
INDEPENDENCE

The information required by this item is incorp@éby reference to the information in our proxyesteent for our 201
5 Annual Meeting of Stockholders to be filed witte tSEC within 120 days after the end of our fisyear ended December 31,
2014 .

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorp@dby reference to the information in our proxyesteent for our 201
5 Annual Meeting of Stockholders to be filed witte tSEC within 120 days after the end of our fisyear ended December 31,
2014 .
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P ART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) Financial Statement:See Financial Statements and Supplementary Datal|,Rgem 8.

(b) Financial Statement ScheduliFinancial Statement Schedules have been omittedrdiecause they are not required or
because the information required is included inrbies to the financial statements.

(c) Exhibits: See the Exhibit Index immediately following thersagure page of this Annual Report on Form 10-K.
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SIG NATURES

Pursuant to the requirements of Section 13 or 1&f(tH)e Securities Exchange Act of 1934, the regigthas duly caused
this Annual Report on Form 10-K to be signed omékalf by the undersigned, thereunto duly autledriz

SYNACOR, INC.
Date: Marct1 2, 2015 /s/Himesh Bhise
Himesh Bhise
President and Chief Executive Offic
(Principal Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes armrapp
Himesh Bhise and William J. Stuart, and each ofnthiais true and lawful attorneys-in-fact, each vith power of substitution,
for him in any and all capacities, to sign any admants to this Annual Report on Form 10-K andlmtfie same, with exhibits
thereto and other documents in connection therewith the Securities and Exchange Commission,thyeratifying and
confirming all that each of said attorneys-in-factheir substitute or substitutes may do or caode done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this Annual Report on Form 104§ been signed by
the following persons on behalf of the registramd & the capacities and on the dates indicated:
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Signature

/ s/ Himesh Bhise

Himesh Bhise

[ s/ William J. Stuar

William J. Stuart

/s/ Marwan Favaz

Marwan Fawaz

/sl Gary L. Ginsber

Gary L. Ginsberg

/s/ Andrew Kau

Andrew Kau

/s/ Jordan Lev

Jordan Levy

/s/Michael J. Montgomer

Michael J. Montgomery

/s Scott Murphy

Scott Murphy

=
[}

President, Chief Executive Officer an
Director (Principal Executive Office

Chief Financial Officer (Principe
Financial and Accounting Office

Director

Director

Director

Director

Director

Director
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E XHIBITS

The following exhibits are incorporated by referemerein or filed here within:

Incorporated by Reference

Date of Exhibit Filed
Exhibit No. Description Form File No. Filing Number Herewith

3.1 Fifth Amended and Restated Certificate of S-1/A 333-178049  1/30/2012 3.2

Incorporation
3.2 Amended and Restated Byla S-1/A 33:-178049 1/30/2012 3.4
3.3 Certificate of Designations of Series A Jur 8-K 001-33843 7115/2014 3.1

Participating Preferred Stock
4.1 Rights Agreement between the Synacor, 8-K 001-33843 7/15/2014 4.1

and American Stock Transfer & Trust
Company, LLC dated July 14, 2014

10.1 Form of Indemnification Agreement betwe S-1 33:-178049  11/18/2011 10.1
Synacor, Inc. and each of its directors and
executive officers and certain key employees

10.2.1* 2000 Stock Plan S-1 333-178049 11/18/2011 10.2.1

10.2.2* Amendment to 2000 Stock Plan, adof S-1 33:-178049  11/18/2011 10.2.2
September 30, 2004

10.2.3* Amendment to 2000 Stock Plan, adopted S-1 333-178049 11/18/2011 10.2.3
June 9, 2006

10.2.4* Amendment to 2000 Stock Plan, adog S1 33:-178049 11/18/2011 10.2.4
October 19, 2006

10.2.5* Amendment to 2000 Stock Plan, adof S-1 33:-178049  11/18/2011 10.2.5
July 31, 2008

10.2.6* Form of Stock Option Agreement under 2( S-1/A 33:-178049 1/30/2012 10.2.6
Stock Plan

10.2.7* Stock Option Agreement under 2000 Stock S-1/A 333-178049  1/30/2012 10.2.7
with Ronald N. Frankel

10.3.1* 2006 Stock Pla S-1 333-178049  11/18/2011 10.3.1
10.3.2* Amendment No. 1 to 2006 Stock Plan S-1 333-178049 11/18/2011 10.3.2
10.3.3* Amendment No. 2 to 2006 Stock P! S-1 33:-178049  11/18/2011 10.3.3
10.3.4* Amendment No. 3 to 2006 Stock Plan S-1 333-178049  11/18/2011 10.3.4
10.3.5* Amendment No. 4 to 2006 Stock P! S-1 333-178049  11/18/2011 10.3.5
10.3.6* Amendment No. 5 to 2006 Stock P! S-1 33:-178049  11/18/2011 10.3.6
10.3.7* Amendment No. 6 to 2006 Stock Plan S-1 333-178049  11/18/2011 10.3.7
10.3.8* Amendment No. 7 to 2006 Stock P! S-1/A 333-178049 1/18/2012 10.3.8
10.3.9* Form of Stock Option Agreement under 2( S-1/A 33:-178049 1/30/2012 10.3.9

Stock Plan with Jordan Levy
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Incorporated by Reference

Date of Exhibit Filed
Exhibit No. Description Form File No. Filing Number Herewith
Stock Option A t under 2006 Stock
10310 it ot N, Brankel o O sA 333178049  1/30/2012  10.3.10
Form of Stock Option Agreement with Ronald
10.3.11* N Frankel under 2006 Stock Pl S-1/A 333-178049  1/30/2012 10.3.11
Form of Stock Option Agreement with Geoil . i
10.3.12* 5 chamoun under 2006 Stock Plan S-1/A 33:-178049 1/30/2012 10.3.12
Form of Stock Option Agreement with Scott
10313 paiey under 2006 Stock plan SUA  33:178049  1/30/2012  10.3.13
Form of Director Stock Option Agreeme
10.3.14* | nder 2006 Stock Plan S-1/A 333-178049  1/30/2012 10.3.14
Form of Director Stock Option Agreement
10315 yoojer 2006 Stack plan T o9 S-UA 333178049  1/30/2012  103.15
10.4.1* 2012 Equity Incentive Pla S-1/A 333-178049  1/18/2012 10.4
Form of Stock Option Agreement under 2012
104.2°  Equin Incentive Plan S-UA 333178049  1/30/2012  10.4.2
Form of Stock Unit Agreement under 2C
10.4.3* Equity Incentive Plang S-1/A 33:-178049 1/30/2012 10.4.3
Form of Stock Option Agreement with Roni
10.4.4* N. Frankel under 2012 Equity Incentive P 10-K 001-33843 3/26/2013 10.4.4
Form of Early Exercise Stock Optic
10.4.5* Agreement under 2012 Equity Incentive Plan 10-K 001-33843 3/26/20132 10.4.5
Form of Option Agreement with Scott
10.4.6«  Bailey and George G. Chamoun under 2012 1¢0.k 001-33843  3/26/2013 10.4.6
Equity Incentive Plan
Form of Option Agreement with William J.
10.4.7~ Stuart under 2012 Equity Incentive Plan 16K 001-33843 3/26/2013 10.4.7
Letter Agreement dated July 31, 2007 v
1051%  Ronald N Erarkel Y S1 332178049 11/18/2011  10.5.1
Severance Agreement with Ronald N. Frar .
10.5.2* S-1/A 33:-178049  12/23/2011 10.5.2
Letter Agreement dated September 10, 2013
1053 o RO N kel 10K 001-33843  3/26/2014  10.5.3
Amendment to Severance Agreement di
10.5.4*  September 10, 2013 with Ronald N. Frankel 10-K 001-33843 3/26/2014 10.5.4
Employment Transition Agreement between
10.5.5« Ronald N. Frankel and Synacor, Inc. dated 10-Q 001-33843 5/15/2014 10.3
March 5, 2014
Letter Agreement dated October 15, 2010 with
10.6.1*  geott A, Bailey S-1 333-178049  11/18/2011 10.6
Letter agreement between Scott A. Bailey
10.6.2* 16-Q 001-33843 8/13/2013 10.6

Synacor, Inc. dated June 25, 2013
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10.6.3* Severance Agreement with Scott A. Bailey 10-K 001-33843 3/26/2014 10.6.3
10.6.4* Letter Agreement dated July 24, 2013 with 10-K 001-33843 3/26/2014 10.6.4
Scott A. Bailey
10.7.1* Employment and Noncompetition Agreement S-1 333-178049 11/18/2011 10.7.1
dated December 22, 2000 between George G.
Chamoun and CKMP, Inc.
10.7.2* Severance Agreement with George S-1/A 33:-178049  12/23/2011 10.7.2
Chamoun
10.7.3* Letter Agreement dated March 26, 2014 with 10-K 001-33843 3/26/2014 10.7.3
George G. Chamoun
10.7.4* Amendment to Severance Agreement di 10-K 001-33843 3/26/2014 10.7.4
March 26, 2014 with George G. Chamoun
10.8.1* Letter Agreement dated August 3, 2011 with S-1 333-178049 11/18/2011 10.8
William J. Stuart
10.8.2* Severance Agreement with William J. Stt 10-K 001-33843 3/26/2014 10.8.2
10.8.3* Letter Agreement dated August 26, 2013 v 10-K 001-33843 3/26/2014 10.8.3
William J. Stuart
10.9.1" Amended and Restated Master Services S-1/A 333-178049 2/1/2012 10.9.1
Agreement between Charter Communications
Operating, LLC and Synacor, Inc. dated
April 1, 2010
10.9.2" Amendment #1 to Amended and Rest: S-1/A 33:-178049 1/13/2012 10.9.2
Master Services Agreement between Charter
Communications Operating, LLC and Synacor,
Inc. of October 1, 2010
10.9.3' Amendment #2 to Amended and Restated S-1/A 333-178049  1/13/2012 10.9.3
Master Services Agreement between Charter
Communications Operating, LLC and Synacor,
Inc. dated May 25, 2011
10.9.4 Amendment #3 to Amended and Rest: S-1/A 33:-178049 1/13/2012 10.9.4
Master Services Agreement between Charter
Communications Operating, LLC and Synacor,
Inc. dated December 9, 2011
1095 Letter agreement between Charter 10-Q 001-33843 5/14/2013 10.1
Communications Operating, LLC and Synacor,
Inc. dated March 28, 2013
10.9.6" Amendment #4 to Amended and Rest: 10-Q 001-33843 8/13/2013 10.2

Master Services Agreement between Charter
Communications Operating, LLC and Synacor,
Inc. dated April 1, 2013
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10.9.7"

10.10.1'

10.10.2

10.10.3'

10.10.4'

10.10.5

10.10.6

10.10.7

10.11*
10.12.1°

10.12.2"

10.12.3'

10.12.4

Amendment #5 to Amended and Restated
Master Services Agreement between Charter
Communications Operating, LLC and Synacor,
Inc. dated June 12, 2014

Amended and Restated Master Serv
Agreement between Qwest Corporation and
Synacor, Inc. dated January 1, 2012

Amendment #1 to Amended and Rest:
Master Services Agreement between Qwest
Corporation and Synacor, Inc. dated July 1,
2012

Amendment #2 to Master Services Agreement
between Qwest Corporation and Synacor,
Inc.dated August 23, 2012

Amendment #3 to Amended and Rest:

Master Services Agreement between Qwest
Corporation and Synacor, Inc.dated December
7,2012

Fifth Amendment to Amended and Restated
Master Services Agreement between Qwest
Corporation and Synacor, Inc.dated January 29,
2013

Sixth Amendment to Amended and Rest¢
Master Services Agreement between Qwest
Corporation and Synacor, Inc.dated November
1, 2013

Seventh Amendment to Amended and Restated
Master Services Agreement between Qwest
Corporation and Synacor, Inc.dated Octobe
2014

2007 Management Cash Incentive F

Master Services and Linking Agreem:
between Toshiba America Information
Systems, Inc. and Synacor, Inc. dated July 1,
2010

Amendment #1 to Master Services and Link
Agreement between Toshiba America
Information Systems, Inc. and Synacor, Inc.
dated December 1, 2011

Amendment #2 to Master Services and Link
Agreement between Toshiba America
Information Systems, Inc. and Synacor, Inc.
dated September 4, 2013

Amendment #3 to Master Services and Linking
Agreement between Toshiba America
Information Systems, Inc and Synacor, Inc.
dated September 4, 2013

10-Q

10-Q

10-Q

10-Q

10-Q

10-Q

10-Q

10-Q
S-1/A

10-Q

10-Q

10-Q
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001-33843

001-33843

001-33843

001-33843

001-33843

001-33843

001-33843

001-33843
33:-178049

001-33843

001-33843

001-33843

8/14/2014

11/14/201z

11/14/201z

11/14/2012

5/15/2014

5/15/2014

5/15/2014

5/15/2012
2/1/2012

11/14/201z

11/14/201z

11/14/2013

10.2

10.11

10.1.2

10.1.3

10.2.1

10.2.2

10.2.3

10.1
10.12

10.2.1

10.2.2

10.2.3
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10.12.5

10.12.6'

10.12.7

10.12.8°

10.12.9

10.13.1°

10.13.2

10.13.3'

10.13.4'

10.13.5'

10.13.6°

10.14.1

10.14.2

10.14.3

10.15.1*

Amendment #4 to Master Services and Link 10-Q
Agreement between Toshiba America

Information Systems, Inc. and Synacor, Inc.

dated September 4, 2013

Statement of Work #1 governed by Mas 10-Q
Services and Linking Agreement between

Toshiba America Information Systems, Inc.

Synacor, Inc. dated September 24, 2013

Amendment #5 to Master Services and Link 10-Q
Agreement between Toshiba America

Information Systems, Inc. and Synacor, Inc.

dated September 25, 2014

Amendment #6 to Master Services and Linking
Agreement between Toshiba America
Information System, Inc. and Synacor, Inc.
dated August 5, 2014

Marketing Services Statement of Wt

governed by Master Services and Linking

Agreement between Toshiba America

Information Systmets, Inc. and Synacor, Inc.

dated December 22, 20

Google Services Agreement between Gor S-1/A
Inc. and Synacor, Inc. dated March 1, 2011

Amendment Number One to Google Services  S-1/A
Agreement between Google Inc. and Synacor,
Inc. dated July 1, 2011

Amendment Number Two to Google Services  10-Q
Agreement between Google Inc. and Synacor,
Inc. dated May 1, 2012

Amendment Number Three to Google Servi 10-Q
Agreement between Google Inc. and Synacor,
Inc. dated May 1, 2013

Amendment Number Four to Google Servi 10-Q
Agreement between Google Inc. and Synacor,
Inc. dated March 1, 2014

Amendment Number Five to Google Servi
Agreement between Google Inc. and Synacor,
Inc. dated August 1, 2014

Sublease dated March 3, 2006 between Luc s1
Technical Products Corporation and Synacor,
Inc.

First Amendment to Sublease da S-1
September 25, 2006

Second Amendment to Sublease d: S-1
February 27, 2007

Letter Agreement dated March 1, 2008 with S-1/A
Jordan Levy
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001-33843

001-33843

001-33843

33:-178049

333-178049

001-33843

001-33843

001-33843

33:-178049

33:-178049

33:-178049

333-178049

11/14/201z

11/14/201z

11/14/2014

2/1/2012

12/29/2011

8/13/2013

8/13/2013

5/15/2014

11/18/2011

11/18/2011

11/18/2011

1/30/2012

10.2.4

10.2.5

10.2

10.13.1

10.13.2

10.1.1

10.1.2

10.1

10.141

10.14.2

10.14.3

10.15.1
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10.15.2*  Letter Agreement dated June 23, 2009 with S-1/A 333-178049 1/30/2012 10.15.2
Jordan Levy
10.15.3*  Letter Agreement dated March 1, 2008 v S-1/A 33:-178049 1/30/2012 10.15.3
Ronald N. Frankel
10.15.4*  Letter Agreement dated June 23, 2009\ S-1/A 33:-178049 1/30/2012 10.15.4
Ronald N. Frankel
10.15.5*  Letter Agreement dated March 1, 2008 with S-1/A 333-178049  1/30/2012 10.15.5
George G. Chamoun
10.15.6*  Letter Agreement dated June 23, 2009\ S-1/A 33:-178049 1/30/2012 10.15.6
George G. Chamoun
10.16* Form of Common Stock Repurche S-1/A 33:-178049 1/30/2012 10.16
Agreement
10.17.1'  Master Services Agreement between Verizon 10-K 001-33843 3/26/2013 10.17.1
Corporate Services Group Inc. and Synacor,
Inc. dated July 25, 2011
10.17.2"  Amendment #1 to Master Services Agreen 10-K 001-33843 3/26/2013 10.17.2
between Verizon Corporate Services Group
and Synacor, Inc. dated December 20, 2012
10.17.3"  Amendment #2 to Master Services Agreen 10-Q 001-33843 8/13/2013 10.3
between Verizon Corporate Services Group,
Inc. and Synacor, Inc. dated April 1, 2013
10.17.4"  Amendment #3 to Master Services Agreen 10-Q 001-33843 8/14/2014 10.1
between Verizon Corporate Services Group,
Inc. and Synacor, Inc. dated June 6, 2014
10.18.1"  Joint Venture Agreement between Me 10-Q 001-33843 5/14/2013 10.2.1
Technology Incorporate, Synacor China, Ltd.
and Synacor, Inc. dated March 11, 2013
10.18.2"  Shareholders Agreement between M 10-Q 001-33843 5/14/2013 10.2.2
Technology Incorporated, Synacor China, Ltd.
and Synacor, Inc. dated March 11, 2013
10.18.3'  Amendment to the Joint Venture Agreem 10-K 001-33843 3/26/2014 10.18.3
dated December 6, 2013
10.19.1*  Special Purpose Recruitment P Schedule 001-33843 4/5/2013 App. A
14A
10.19.2*  Form of Stock Option Agreement (Early 10-Q 001-33843 8/13/2013 10.5
Exercise) under Special Purpose Recruitment
Plan
10.20.1  Loan and Security Agreement between Sili 10-Q 001-33843 11/14/201% 10.1
Valley Bank and Synacor, Inc. dated Septer
27,2013
10.20.2  First Amendment to the Loan and Secu X

Agreement between Silicon Valley Bank and
Synacor, Inc. dated October 28, 2014
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10.21.1*  Employment Letter Agreement with Himesh 10-Q 001-33843  11/14/2014 10.11
Bhise dated August 4, 2014
10.21.2*  Stock Option Agreement with Himesh Bh 10-Q 001-33843 11/14/2014 10.1.2
granted on August 4, 2014
21.1 List of subsidiarie: X
231 Consent of Deloitte & Touche LL X
24.1 Power of Attorney (contained in the signature X
page of this Annual Report on Form 10-K)
311 Certification of the Chief Executive Officer X
pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002
31.2 Certification of the Chief Financial Offict X
pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002
32.1° Certifications of the Chief Executive Offic
and Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002
101.INS  XBRL Instance Documer X
101.SCH XBRL Taxonomy Extension Scher X
101.CAL  XBRL Taxonomy Extension Calculation X
Linkbase
101.LAB  XBRL Taxonomy Extension Label Linkba X
101.PRE  XBRL Taxonomy Extension Presentati X
Linkbase
101.DEF XBRL Taxonomy Extension Definition X
Linkbase
Notes:
T Confidential treatment has been granted foriquastof this document. The omitted portions havenbided
with the Securities and Exchange Commission.
# Confidential treatment has been requested foomoof this document. The omitted portions hagerbfiled
with the Securities and Exchange Commission.
b This certification is not deemed “filed” for poses of Section 18 of the Securities Exchangedkct,

otherwise subject to the liability of that secti®@uch certification will not be deemed to be inaygted by
reference into any filing under the Securities 81933 or the Securities Exchange Act of 1934epkéo
the extent that Synacor, Inc. specifically incogies it by reference.

Indicates management contract or compensatorygularrangemen
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RE PORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Synacor, Inc.
Buffalo, New York

We have audited the accompanying consolidated balsimeets of Synacor, Inc. and subsidiar ies @loaipany”) as of
December 31, 201 3 and 201 4, and the relatecdbtidated statements of operations, comprehensoaie (loss),
stockholders' equity, and cash flows for each efttitee years in the period ended December 314 20hese financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial
statements based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBiqUnited
States). Those standards require that we plan erfidrp the audit to obtain reasonable assurancetatftether the financial
statements are free of material misstatement. ™mapa@ny is not required to have, nor were we engagedrform, an audit of
its internal control over financial reporting. Qaudits included consideration of internal contrnatrofinancial reporting as a
basis for designing audit procedures that are ggjate in the circumstances, but not for the puepafsexpressing an opinion on
the effectiveness of the Company's internal comtver financial reporting. Accordingly, we expregssuch opinion An audit
also includes examining, on a test basis, evidenpporting the amounts and disclosures in the fiishstatements, assessing
the accounting principles used and significantestes made by management, as well as evaluatiray#rall financial
statement presentation. We believe that our apditéide a reasonable basis for our opinion.

In our opinion, such consolidated financial stateta@resent fairly, in all material respects, tiharicial position of
Synacor, Inc. and subsidiar ies as of Decembe2@®IL 3 and 201 4 , and the results of their operatamd their cash flows for
each of the three years in the period ended Deae®ih01 4 , in conformity with accounting prinkeip generally accepted in
the United States of America.

/s/ Deloitte & Touche LLP

Williamsville, New York

March12,2015
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SYNACOR, INC.
CONSOLIDATE D BALANCE SHEETS
AS OF DECEMBER 31, 2013 AND 201 4

(In thousands except for share and per share data)

2013

2014

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 36,397 $ 25,600
Accounts receivab—net of allowance c$76and$388 14,569 20,479
Prepaid expenses and other current a: 1,691 2,292
Deferred income taxe 314 -
Total current asse 52,971 48,371
PROPERTY AND EQUIPMEN—Net 14,085 15,128
DEFERRED INCOME TAXES, NO-CURRENT 4,455 -
OTHER LONG-TERM ASSETS 348 101
GOODWILL 1,565 1,565
CONVERTIBLE PROMISSORY NOTI 1,000 1,000
INVESTMENT IN EQUITY INTEREST 365 73
TOTAL ASSETS $ 74,789 $ 66,238
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 13,573 $ 12,545
Accrued expenses and other current liabili 5177 8,403
Current portion of capital lease obligatic 1,946 1,150
Total current liabilities 20,696 22,098
LONG-TERM PORTION OF CAPITAL LEASE OBLIGATION¢ 885 1,383
OTHER LONG-TERM LIABILITIES 977 275
Total liabilities 22,558 23,756
COMMITMENTS AND CONTINGENCIES (Note 7
STOCKHOLDERY¢ EQUITY:
Common stock, $0.01 par value— 100,000,000 autbdyi27,684,598 issued and 27,365,098
shares outstanding at December 31, 2013 and 2838H5sued and 27,391, 78Bares outstandir
at December 31, 201 277 279
Preferred stock$0.01par valu— 10,000,00(shares authorized, no shaissuecandoutstanding
at December 31, 2013 and 2( - -
Treasury stoc—at cost319,50Cshares at December 31, 2013 and 553,144 sharexatriber 3:
2014 (569, (1,142
Additional paic-in capital 102,22¢€ 105,961
Accumulated defici (49,705 (62,636
Accumulated other comprehensive incc 2 20
Total stockholder equity 52,231 42,482
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $ 74,789 $ 66,238

The accompanying notes are an integral part obtheasolidated financial statements.



SYNA COR, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 201 2, 201 3 AN201 4

(In thousands except for share and per share data)

2012 2013 2014

REVENUE $ 121,981 $ 111,807 $ 106,579
COSTS AND OPERATING EXPENSE!

Cost of revenue (exclusive of depreciation showrasstely below 66,620 59,622 57,939

Technology and development (exclusive of depremiashown separately belo 25,603 28,458 26,259

Sales and marketir 9,120 8,124 10,807

General and administrative (exclusive of depreaiathown separately belo 11,011 11,663 14,249

Depreciatior 3,779 4,650 5,126

Gain on sale of doma - - (1,000

Total costs and operating expen 116,133 112,517 113,38C

INCOME (LOSS) FROM OPERATION: 5,848 (710; (6,801
OTHER INCOME (EXPENSE 1 (37) (28)
INTEREST EXPENSE (270 (193 (218
INCOME (LOSS) BEFORE INCOME TAXES AND EQUITY INTERET 5,579 (940, (7,047
PROVISION (BENEFIT) FOR INCOME TAXE:! 1,764 (134, 4,821
LOSS IN EQUITY INTEREST - (561 (1,063
NET INCOME (LOSS) $ 3815 $ (1,367 $ (12,931
NET INCOME (LOSS) PER SHARE

Basic $ 0.16 $ (0.05 $ 0.47

Diluted $ 014 $ (005 $ (047
WEIGHTED AVERAGE SHARES USED TO COMPUTE NET INCOMEOSS)
PER SHARE

Basic 24,411,194 27,306,882 27,389,79%

Diluted 28,097,31: 27,306,882 27,389,79:

The accompanying notes are an integral part okthessolidated financial statements.
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SYNACOR, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
FOR THE YEARS ENDED DECEMBER 31, 201 2, 201 3 AN201 4

(In thousands)

2012 2013 2014
Net income (loss $ 3815 $ (1,367 $ (12,931
Other comprehensive income (los

Change in foreign currency translation adjustmeet,of tax (6) 8 18
Comprehensive income (los $ 3,809 $ (1,359 $ (12,913

The accompanying notes are an integral part oktheasolidated financial statements.
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SYNACOR, INC.
CONSOLIDATED STATEMENTS OF STO CKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 201 2, 201 3 AN20 14

(In thousands except for share data)

Accumulated

Treasury Stock Series A Series A-1 Series B Series C Additional Other
Common Stock (Common) Preferred Stock Preferred Stock Preferred Stock Preferred Stock Paid-in  AccumulatedComprehensive
Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Capital Deficit  Income (Loss) Total

BALANCE - January 1, 201 3,052,85¢ $ 31(319,500 $ (569, 5,548,50¢ 5,077 570,344% 730 2,737,50C% 5,401 2,740,407 17,2243 45,639% (52,153% -$ 21,380
Issuance of common stock upon

initial public offering, net of offerin:

costs 5,454,54¢ 54 - - - - - - - - - - 22,293 - - 22,347
Conversion of preferred stock to

common stock upon initial public

offering 17,395,13¢ 174 - (5,548,508  (5,077(570,344 (730)(2,737,500  (5,401(2,740,407 (17,224 28,258 - - -
Exercise of common stock optio  1,615,12¢ 16 - - - - - - - - - - 1,196 - - 1,212
Stocl-based compensation expel - - - - - - - - - - - - 2,063 - - 2,063
Net income - - - - - - - - - - - - - 3,815 - 3,815
Other comprehensive lo = = = = = = = = = = = = = = (6) (6)
BALANCE - December 31, 201  27,517,66¢ 275(319,500 (569 - - - - - - - - 99,449 (48,338 (6) 50,811
Exercise of common stock optio 166,932 2 - - - - - - - - - - 193 - - 195
Stocl-based compensation expel - - - - - - - - - - - - 2,584 - - 2,584
Net loss - - - - - - - - - - - - - (1,367 - (1,367
Other comprehensive incor - - - - - - - - - - - - - - 8 8
BALANCE - December 31, 201  27,684,59¢ 277(319,500 (569, - - - - - - - - 102,226 (49,705 2 52,231
Exercise of common stock optio 246,88C 2 - - - - - - - - - - 66 - - 68
Stocl-based compensation expel - - - - - - - - - - - - 3,669 - - 3,669
Vesting of restricted stock uni 13,375 - - - - - - - - - - - - - - -
Treasury stock withheld to cover t:

liability - - (4,594 (11) - - - - - - - - - - - (11)
Purchase of treasury sto - -(229,050 (562, - - - - - - - - - - - (562,
Net loss - - - - - - - - - - - - - (12,931 - (12,931
Other comprehensive incor - - - - - - - - - - - - - - 18 18
BALANCE - December 31, 201 27,944,85: $ 279(553,144 $ (1,142 -$ - -$ - -$ = -$ -$ 105,961$ (62,636% 20% 42,482

The accompanying notes are an integral part okthessolidated financial statements.
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SYNA COR, INC.
C ONSOLIDATED STATEMENTS OF CASH FLOWS
FOR T HE YEARS ENDED DECEMBER 31, 2012, 2013 AND 24
(In thousands)

2012 2013 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss $ 3815 $ (1,367 $ (12,931

Adjustments to reconcile net income (loss) to @shcand cash equivalents provic
(used) by operating activitie

Depreciatior 3,779 4,650 5,126
Stoclk-based compensation expel 1,999 2,561 3,595
Gain on sale of doma - - (1,000
Loss on disposal of property and equipn 35 - -
Change in provision for deferred income ta 1,557 (243, 4,769
Loss in equity interes - 561 1,063
Change in assets and liabilitit
Accounts receivable, n (1,288 1,055 (5,910
Prepaid expenses and other current a: 253 189 (367,
Other lon-term asset 380 220 247
Accounts payabl 2,335 (527, (359
Accrued expenses and other current liabili 1,715 (2,205 2,665
Other lonterm liabilities 77 334 (207
Net cash provided (used) by operating activi 14,657 5,228 (3,309

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of property and equipm (4,269 (5,920 (4,982
Investment in equity intere - (926) (772,
Proceeds from sale of domg - - 1,000
Cash paid for business acquisit (600; (1,011 -
Purchase of convertible promissory n - (1,000 -
Net cash used by investing activit (4,869 (8,857 (4,754

CASH FLOWS FROM FINANCING ACTIVITIES

Repayments on capital lease obligati (2,336 (2,121 (2,258
Proceeds from exercise of common stock opt 1,212 195 68
Purchase of treasury sto - - (562
Proceeds from initial public offerin 25,364 - -
Initial public offering cost: (2,753 - -
Repayment on bank financi (250 - -
Net cash provided (used) by financing activi 21,237 (1,926 (2,752
Effect of exchange rate changes on cash and cashatnts (6) 8 18
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 31,019 (5,547 (10,797
CASH AND CASH EQUIVALENTS—Beginning of yea 10,925 41,944 36,397
CASH AND CASH EQUIVALENTS—End of yeal $ 41944 $ 36,397 $ 25,600

The accompanying notes are an integral part oktheasolidated financial statements.
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SYN ACOR, INC.

C ONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
FOR T HE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2D4

(In thousands)

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIOI
Cash paid for intere:
Cash paid for income tax

SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING ANBEINANCING
TRANSACTIONS:

Property, equipment and service contracts financekkr capital lease obligatio
Accrued property and equipment expenditt

Stock-based compensation capitalized to property anchewgrit

Treasury stock received to satisfy minimum tax watkling liabilities

Accrual for business acquisitic

$ 259 $ 165 $ 219
$ 134 $ 140 $ 112
$ 2484 $ 1,039 $ 1,961
$ 269 $ 719 $ 117
$ - 3 - $ 74
$ - % - $ 11
$ 500 $ 495 $ =

The accompanying notes are an integral part okthessolidated financial statements.



SYNA COR, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2013 AND 201 4 , AND
FOR THE YEARS ENDED DECEMBER 31, 201 2, 201 3 AN201 4

1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCOUNTIN G POLICIES

Synacor, Inc., together with its consolidated siibsies, Synacor Canada, Inc. and NTV Internet hgls, LLC,
(collectively, the “Company” or “Synacor”), is adéing provider of start experiences (startpageshantescreens), video
solutions, identity anagement (Cloud ID) and vasioloud-based services across multiple devicesdbole, satellite, telecom
and consumer electronics companies. The Compaaigdsa leading provider of authentication and aggfien solutions
enabling the delivery of personalized, online caht&he Company's technology allows its customeackage a wide array
of personalized, online content and cloud-basedcs with their high-speed Internet, communicatjdelevision and other
digital offerings. The Company's customers offer @ompany's services under their own brands omiettenabled devices
such as PCs, tablets, smartphones and connected TVs

Initial Public Offering — In February 2012, the Company completed itsahfiublic offering whereby 6,818,170
shares of common stock were sold to the publicpaica of $5.00 per share. The Company sold 5,4%4¢cemmon shares and
selling stockholders sold 1,363,625 common shadres.Company received aggregate proceeds of $2Hidmirom the initial
public offering, net of underwriters’ discounts az@mmissions, but before deducting offering expsmdeapproximately $3.0
million.

In connection with the initial public offering ineBruary 2012, the Board of Directors of the Compapgroved a 1-for-
2 reverse stock split of the Company’s common stédkcommon shares, stock options, and per shdicgmation presented in
these consolidated financial statements reflectetierse stock split on a retroactive basis fopatlods presented. There was no
change in the par value of the Company’s commarksithe ratio by which shares of preferred stockewsmnvertible into
shares of common stock was adjusted to refleatffieets of the reverse stock split. In additionagtordance with their rights
and consistent with the conversion rates discussBate 8,Equity, all shares of the Company’s outstanding prefestedk
were converted into common stock upon the closfrtgeinitial public offering.

Basis of Presentation— The consolidated financial statements and accagipg notes have been prepared in
accordance with United States generally acceptesuating principles (“U.S. GAAP”) and include thecaunts of the
Company and its wholly-owned subsidiaries. All mt@mpany balances and transactions have been at®diin consolidation.

Accounts Receivable— The Company records accounts receivable at treddad amount and does not charge interest
on past due invoices. An allowance for doubtfuloarts is maintained to reserve for potentially dlectible accounts
receivable. The Company reviews its accounts rabéfrom customers that are past due to idenpigécigic accounts with
known disputes or collectability issues. In deterimmg the amount of the reserve, the Company maldegrjents about the
creditworthiness of customers based on ongoingtaegdluations.

Property and Equipment — Property and equipment are stated at cost, tEssraulated depreciation. Depreciation is
computed using the straight-line method over thienased useful lives of the assets as follows:
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Leasehold improvemen 3-10 year

Computer hardwar 5 year
Computer softwar 3year.
Furniture and fixture 7 year.
Other 3-5 year

Leasehold improvements are amortized over theahofthe lease term or the estimated useful fifdne assets.

Long-Lived Assets— The Company reviews the carrying value of itgldimed assets for impairment whenever events
or changes in circumstances indicate that the icgymalue of these assets may not be recoverabtgpufposes of evaluating
and measuring impairment, the Company groups aliead asset or assets with other assets anditiabiht the lowest level for
which identifiable cash flows are largely indepemidef the cash flows of other assets and liabditRecoverability of assets to
be held and used is measured by a comparison chtingng amount of the assets to future undiscinet cash flows
expected to be generated by the assets. If suelsas® considered to be impaired, the impairneehéetrecognized is measured
as the amount by which the carrying amount of #se# exceeds the fair value of the assets. Tlasrbden no material
impairments to long-lived assets in any of the ggmesented.

Goodwill — Goodwill represents the excess of the purcpéase over the fair value of the net tangible amdmgible
assets acquired in a business combination. Goowwitht amortized, but is tested for impairmentorannual basis and more
frequently if impairment indicators are preser@oodwill is considered impaired if the carryingwalof the reporting unit
exceeds its estimated fair value. The Company &&smined it is a single reporting unit, and estesats fair value using a
market approach. If the carrying value of the réipgrunit were to exceed its estimated fair vathe,second step of the
goodwill impairment test is performed by comparihg carrying value of the goodwill in the reportingit to its implied fair
value. An impairment charge would then be recoghipe the excess of the carrying value of gooduair its implied
estimated fair value. The Company conducts its ahgoodwill impairment test as of October 1st. far years ended
December 31, 2012, 2013 and 2014, the Companyndieied goodwill was not impaired.

Revenue Recognition— The Company derives revenue from two categor@asenue generated from advertising
activities and subscriber-based revenue, each iwhvith described below. The following table shohe tevenue in each
category for the years ended December 31, 2013 a@6d 2014 (in thousands):

Year Ended December 31

2012 2013 2014
Search andigital advertising $ 101,559 $ 90,447 $ 83,906
Subscribe-basec 20,422 21,360 22,673
Total revenue $ 121,981 $ 111,807 $ 106,572

The Company uses Internet advertising to geneeatenue from the traffic on its start experienceegarized as search
advertising and digital advertising.

In the case of search advertising, the Companyhesenue-sharing relationship with Google, purst@which
it includes a Google-branded search tool on itd etgeriences. When a consumer
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makes a search query using this tool, the Compaliyeds the query to Google and they return seegstlts to
consumers that include advertiser-sponsored lifikise consumer clicks on a sponsored link, Googteives
payment from the sponsor of that link and shanesrtion of that payment with the Company. The ratrpent
received from Google is recognized as revenue.

Digital advertising includes video, image and tadvertisements delivered on one of the Compangi$ st
experiences. Advertising inventory is filled witbwertisements sourced by the Company'’s direct $afes,
independent advertising sales representativesalandadvertising network partners. Revenue is geéeéifor the
Company when an advertisement di splays , otherkvise/n as an impression, or when consumers vieslick
an advertisement, otherwise known as an actioritdD@gvertising revenue is calculated on a cosirppression
or cost per action basis. Revenue is recognizeedoas amounts received from advertising custonethe
impressions are delivered or the actions occugraatg to contractual rates.

Subscriber-based revenue represents subscripggrafed other fees that the Company receives fretomers for the
use of its proprietary technology, including the a$, or access to, e-mail, video solutions , o@lID , security, games and
other premium services and paid content. Monthbsstiber levels typically form the basis for caltiig and generating
subscriber-based revenue. They are generally detedrby multiplying a per-subscriber per-month igethe number of
subscribers using the particular services beingreff or consumed. In other cases, the fee is fRedenue is recognized from
customers as the service is delivered.

Advertising and subscriber-based revenue are réoegjmvhen the following criteria are met: persuasgvidence of an
arrangement exists; delivery has occurred; théngglirice is fixed or determinable; and collectiypiis reasonably assured.

The Company evaluates its relationship betweercseard digital advertising revenue and its stapeeence customers in
accordance with Financial Accounting Standards 8¢atASB”) Accounting Standards Codification (“ASJC805-45,
Principal Agent ConsiderationsThe Company has determined that the search gitdldidvertising revenue derived from the
Internet traffic on start experiences is reportecd@ross basis because the Company is the privhéigor (Synacor is
responsible to its customers for fulfilling seaesid digital advertising services and premium aheioservices), is involved in
the service specifications, performs part of theise, has discretion in supplier selection, héituide in establishing price and
bears credit risk.

Cost of Revenue— Cost of revenue consists of revenue sharingetmtcquisition costs and co-location facility sost
Revenue sharing consists of amounts accrued add@austomers for the Internet traffic on staperiences where the
Company is the primary obligor, resulting in theegtion of search and digital advertising revefime revenue-sharing
agreements with customers are primarily variabjgrgnts based on a percentage of the search atal didvertising revenue.
Content-acquisition agreements may be based o®d fiayment schedule, on the number of subscriggrmonth, or a
combination of both. Fixed-payment agreements gpersed on a straight-line basis over the terrmddfin the agreement.
Agreements based on the number of subscribersxpemged on a monthly basis. Co-location facilitgte@onsist of rent and
operating costs for the Company’s data centerifiasil
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Concentrations of Risk— As of December 31, 2013 and 2014, and for thesyeaded December 31, 2012, 2013 and
2014 the Company had concentrations equal to areshing 10% of the Company’s accounts receivable@vehue as follows:

Accounts Receivable

2013 2014

Google 47 % 23%
Portal Custome 11% 12%
Advertising Customer (1 N/A 11%

Note: (1) As of December 31, 2013, the accountsivable of the Advertising Customer was less tha#h1

Revenue
2012 2013 2014
Google 56 % 51% 42%

For the years ended December 31, 2012, 2013 ar @4 following customers received revenue-shayengents equal
to or exceeding 10% of the Company’s cost of reeenu

Cost of Revenue

2012 2013 2014

Customer A 20% 22% 22%
Customer E 13% 13% 12%
Customer ( 17% 12% 10%
Customer C 12% 11% 12%

Financial instruments that potentially subject@@mpany to significant concentrations of credit kensist principally
of cash and cash equivalents. The Company plazeash primarily in checking and money market antowith high credit
quality financial institutions, which, at times Meeexceeded federally insured limits of $0.25 muili Although the Company
maintains balances that exceed the federally idslimgt, it has not experienced any losses relédetiese balances and believes
credit risk to be minimal.

Software Development Costs— Costs incurred during the preliminary projecygstéor software programs are
expensed as incurred. External and internal costsiied during the application development stageeof software development
as well as for upgrades and enhancements for seffwragrams that result in additional functionaditg capitalized. In 2012,
2013 and 2014, the Company incurred $0.8 milliéi0$nillion and $3.4 million of combined internadcaexternal costs related
to the application development stage. Internaletdrnal training and maintenance costs are exgeasecurred.

Technology and Development— Technology and development expenses consist plynad compensation-related
expenses incurred for the research and developofieethhancements to, and maintenance and operdtibe Company’s
products, equipment and related infrastructure.

Sales and Marketing— Sales and marketing expenses consist primaritpofpensation-related expenses to the
Company’s direct sales and marketing personneliedisas costs related to advertising, industry ecsrfices, promotional
materials, and other sales and marketing progranhgertising cost is expensed as incurred.
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General and Administrative — General and administrative expenses consist pitimad compensation related
expenses for executive management, finance, adoguhtuman resources, professional fees and otheinistrative functions.

Sale of Domain— In June 2014, the Company executed a transactisellta domain name of its legacy business. The
sale amounted to $1.0 million and the entire amauas recorded as a gain on the sale in the accorimgaconsolidated
statement of operations for the year ended DeceBhet014.

Earnings (Loss) Per Share— Basic earnings (loss) per share (“EPS") is calad in accordance with FASB ASC 260,
Earnings per Shareand is calculated using the weighted average pumwibcommon shares outstanding during each period.
Contingently issuable or repurchasable sharesanesed in the calculation of basic earnings (Ipss)share until the
contingency is resolved.

Diluted EPS assumes the conversion, exercise wauise of all potential common stock equivalentessithe effect is
to reduce a loss or increase the income per sharqurposes of this calculation, convertible pmefe stock and options are
considered to be potential common shares and &eérmtuded in the calculation of diluted earningsss) per share when their
effect is dilutive.

The shares used to compute basic and diluted catia (loss) per share represent the weighted-ave@mgmon shares
outstanding. The Company's preferred stockholdadstie right to participate with common stockhadderdividends and
unallocated income. Net losses were not allocatelde preferred stockholders. Therefore, when egple basic and diluted
EPS were computed using the two-class method, wndieh the Company's undistributed earnings ameated amongst the
common and preferred stockholders.

Stock-Based Compensatior— The Company records compensation costs relatsthts-based awards in accordance
with FASB ASC 718Compensation—Stock Compensatidinder the fair value recognition provisions of @%18, the
Company measures stock-based compensation cbst giteint date based on the estimated fair valtieecdward.
Compensation cost is recognized ratably over theisée service period of the award. The Compailizess the Black-Scholes
option-pricing model to estimate the fair valuestifick options granted. The amount of stock-basetpensation expense
recognized during a period is based on the podfdhe awards that are ultimately expected to vEst. Company estimates
prevesting forfeitures at the time of grant by smimg historical data and revises those estimatssiibsequent periods if actual
forfeitures differ from those estimates. The tetgbense recognized over the vesting period wily twel for those awards that
ultimately vest.

Rights Plan— On July 14, 2014 the board of directors declardividend of one preferred share purchase right (a
“Right”) for each outstanding share of the Comparggmmon stock and adopted a stockholder rights (thee “Rights Plan”).
The Rights were issued July 14, 2014 to the stddens of record at the close of business on thiat d&ach Right allows its
holder to purchase from the Company one one-huttd@d share of Series A Junior Participating &refd Stock (a “ Series A
Junior Preferred Share”) for $10.00 per share‘#xercise Price”), if the Rights become exercisablais portion of a Series A
Junior Preferred Share will give the stockholdesrapimately the same dividend, voting, and liquiolatights as would one
share of common stock. Prior to exercise, the Rigles not give its holder any dividend, votingliguidation rights. On July
14, 2014, in conjunction with the adoption of thighRs Plan, the Company designated 2,000,000 sbéitsPreferred Stock as
Series A Junior Participating Preferred Stock.
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The Rights will not be exercisable until 10 dayeafhe public announcement that a person or ghasgbecome an
“Acquiring Person” by obtaining beneficial ownensluf 10% or more of the Company’s outstanding comstock (the
“Distribution Date”). If a person or group beconssAcquiring Person, each Right will entitle itdder (other than such
Acquiring Person) to purchase for $10.00 per stareimber of shares of the Company’s common staelng a market value
of twice such price based on the market price @fchmmon stock prior to such acquisition. Additignaf the Company is
acquired in a merger or similar transaction afterDistribution Date, each Right will entitle itslter (other than such
Acquiring Person) to purchase for $10.00 per stareimber of shares of the acquiring corporatich wimarket value of
$20.00 per share based on the market price ofciipgiring corporation’s stock, prior to such merdaraddition, at any time
after a person or group becomes an Acquiring Petagrbefore such Acquiring Person or group owrf% 80 more of the
Company’s common stock, the board of directors mxahange one share of the Company’s common stodafth outstanding
Right (other than Rights owned by such AcquiringsBe, which would have become void). An Acquirirgg$dn will not be
entitled to exercise the Rights.

The Rights will expire on July 14, 2017, providédttif the Company’s stockholders have not ratiflesl Rights Plan by
July 14, 2015, the Rights will expire on such date.

Income Taxes— Deferred income tax assets and liabilities aterde@ned based on temporary differences between the
financial statement and income tax bases of aagéltfiabilities and net operating loss ("NOL") asrddit carryforwards using
enacted income tax rates in effect for the yeavhith the differences are expected to reverse.ldat@n allowance is
established to the extent necessary to reducerddfrcome tax assets to amounts that more likely hot will be realized.

The Company accounts for uncertain tax positioirsgus more-likely-than-not recognition thresholdéa on the
technical merits of the tax position taken. Taxddis that meet the more-likely-than-not recogmittbreshold should be
measured as the largest amount of tax benefitsfrdéted on a cumulative probability basis, whicmizre likely than not to be
realized upon ultimate settlement in the finanstatements. It is the Company’s policy to recogiiterest and penalties related
to income tax matters in income tax expense. ABaafember 31, 2014, there was no accrued intergestralties related to
uncertain tax positions.

Reduction In Workforce — On September 28, 2014, the Company's board e€tdirs approved a cost reduction plan.
The plan involves a reduction in the Company’s viante by approximately 70 employees. The pretaessce charge and
outplacement services resulting from the redudtionorkforce, combined with the Company's separafiom its former Chief
Operating Officer, amounted to $1.3 million. Of $&3 million in costs, $0.5 million was recorded¢chnology and
development, $0.2 million was recorded to salesraarketing and $0.6 million was recorded to genanal administrative in
the accompanying statement of operations for tlae geded December 31, 2014. As of December 31,, 20123 million of the
reduction in workforce costs remain in accrued esps and other current liabilities on the accomjmangonsolidated balance
sheet.

Accounting Estimates— The preparation of financial statements in camiioy with U.S. GAAP requires management
to make estimates, judgments and assumptionsffeat the amounts reported and disclosed in thenfifal statements and the
accompanying notes. The Company bases its estimateistorical experience and on various otherrapsions that are
believed to be reasonable, the results of whicim fibre basis for making judgments about the carryalges of assets and
liabilities. Such estimates primarily relate to ettied transactions and events as of the dateedfrthncial statements.
Accordingly, actual results may differ from estimgtamounts.
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Fair Value of Financial Instruments — Fair value measurement standards apply toioditencial assets and
liabilities that are measured at fair value on@ureng basis at each reporting period. The Comjsdinyancial assets and
liabilities include its capital lease obligatiomscrued contingent consideration to Teknision, &md its convertible promissory
note. The Company does not have any nonfinancégltaer liabilities that are measured at fair valne recurring basis. The
carrying amounts of the Company'’s capital leas@sagmate fair value of these obligations basedhupanagement’s best
estimates of interest rates that would be availdsleimilar debt obligations at December 31, 2@h8 2014. The fair value of
accrued contingent consideration recorded by thagamy represents the estimated fair value of thérogent consideration the
Company expects to pay in the next 12 months.

Investments and Fair Value Measurements— In July 2013, the Company made a $1.0 milliorestment (in the form
of a convertible promissory note) in a privatelychBelaware corporation called Blazer and Flip Bldpc. (“B&FF” doing
business as The Experience Engine). B&FF is a pstdaal services company whose principals havergxqe integrating its
customers’ systems with their customers’ deviageduding smartphones and tablets.

The investment in B&FF is considered an availablesile security and is reported on the Comparyisalidated
balance sheets as a convertible promissory note.

The provisions of ASC 82Fair Value Measurements and Disclosurestablishes a framework for measuring the fair
value in accounting principles generally acceptethe U.S. and establishes a hierarchy that cagsgoand prioritizes the
sources to be used to estimate fair value as fetlow

Level 1—Level 1 inputs are defined as observable inputh s$ quoted prices in active markets.

Level 2—Level 2 inputs include quoted prices for similasets and liabilities in active markets, quotedesifor
identical or similar assets or liabilities in matkéhat are not active, inputs other than quotézkprthat are observable for the
asset or liability (interest rates, yield curves,)e and inputs that are derived principally froncorroborated by observable
market data by correlation or other means (marebborated inputs).

Level 3—Level 3 inputs are unobservable inputs that reflee Company’s determination of assumptions thetet
participants would use in pricing the asset orilligh These inputs are developed based on theib&sination available,
including the Company’s own data.

The Company classifies its investment in B&FF withevel 3 because it is valued using unobservaipets. As of
December 31, 2013 and 2014 the estimated fair valegual to the purchase price of $1.0 million.

Recent Accounting Pronouncements— In May 2014, the FASB issued Accounting Standargdatie No. 2014-09
(ASU 2014-09) “Revenue from Contracts with CustasifeASU 2014-09 supersedes the revenue recogmniigumirements in
“Revenue Recognition (Topic 605)” and requireste@dito recognize revenue when it transfers promnigeds or services to
customers in an amount that reflects the consider&d which the entity expects to be entitledrt@kchange for those goods or
services. ASU 2014-09 is effective for annual répgrperiods beginning after December 15, 2018ugtiag interim periods
within that reporting period. Early adoption is permitted. The Company is currently in the proadssvaluating the impact
the adoption of ASU 2014-09 will have on its coidated financial statements.
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2. PROPERTY AND EQUIPMENT—NET
As of December 31, 2013 and 2014 property and eagrip, net consisted of the following (in thousands)

2013 2014
Computer equipmer $ 19,361 $ 21,194
Computer softwar 4,625 10,741
Furniture and fixture 1,634 1,847
Leasehold improvemen 1,044 1,389
Work in process (primarily software developmenttsk 3,893 1,203
Other 173 173

30,730 36,547
Less accumulated depreciati (16,645 (21,419
Total property and equipme—net $ 14,085 $ 15,128

Property and equipment includes computer equipmedisoftware held under capital leases of appraeimn&5.3
million and $4.8 million as of December 31, 2018 @014, respectively. Accumulated depreciationashputer equipment and
software held under capital leases amounted tori§illibn and $2.7 million as of December 31, 20182014, respectively.

3. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

As of December 31, 2013 and 2014 , accrued expemgesther current liabilities consisted of thédaling
(in thousands):

2013 2014
Accrued compensatic $ 2,787 $ 4,066
Accrued content fee 580 1,745
Accrued business acquisition considera - 495
Unearned revenue on contra 247 642
Other 1,563 1,455
Total $ 5177 $ 8,403

4. BANK FINANCING

In September 2013, the Company entered into a hodrSecu rity Agreement , with Silicon Valley Bgh&VB”),
which was amended in October 2014 (as amendeti, tlae Agreement”) . The Loan Agreement providesdd 10.0 million
secured revolving line of credit with a stated miaguof September 27, 2015. The credit facilityaigilable for cash borrowings,
subject to a formula based upon eligible accowstsivable. As of December 31, 201 4, $ 10.0 mili@as available under the
revolving credit line. As of December 31, 20182014, there were no outstanding borrowings.
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Borrowings under the Loan Agreement bear inteegshe Company’s election, at an annual rate bkei®.50 % above
the “prime rate” as published in The Wall Streatrdal or LIBOR for the relevant period plus 3.00B6r LIBOR advances,
interest is payable (i) on the last day of a LIBiDRrest period or (i) on the last day of eaclendhr quarter. For prime rate

advances, interest is payable (a) on the firstadaach month and (b) on each date a prime ratersdvis converted into a
LIBOR advance.

The Company’s obligations to the Lender are sechyedl first priority security interest in all oussets, includ ing our
intellectual property. The Loan Agreement containstomary events of default, including non-paynaéngrincipal or interest,
violations of covenants, material adverse changess-default, ban kruptcy and material judgmefitpon the occurrence of an
event of default, the Lender may accelerate repaymoéany outstanding balance. The Loan Agreeraksat contains certain
financial covenants and other agreements thatustemary in loan agreements of this type, includegjrictions on paying

dividends and making distributions to our stockthels. As of December 31, 201 4 , the Company wasernmpliance with the
covenants.

5. INCOME TAXES

Income (loss) from continuing operations beforeme taxes included income from domestic operatdi$s.5
million, $(1.1) million and $(7.1) million for thgears ended December 31, 2012, 2013 and 2014neoahé from foreign
operations of $0.1 million, $0.2 million and $0.1llron for the years ended December 31, 2012, 20182014.

The provision (benefit) for income taxes for thasseended December 31, 2012, 2013 and 2014, cadjilis
following (in thousands):

2012 2013 2014
Current:

United States Feder $ 151 $ 16 $ 21

State 20 22 24

Foreign 36 71 7
Total current provision for income tax 207 109 52
Deferred:

United States Feder 1,022 (119 4,135

State 535 97) 634

Foreign - (27) -
Net deferred provision (benefit) for income ta 1,557 (243 4,769
Total provision (benefit) for income tax $ 1764 $ (134 $ 4,821
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The income tax effects of significant temporaryetiénces and carryforwards that give rise to deteimcome tax assets
and liabilities as of December 31, 2013 and 20&4aarfollows (in thousands):

2013 2014
Deferred income tax asse
Stock and other compensation expe $ 1516 $ 2,838
Net operating losse 2,255 3,533
Research and development cre 1,676 1,676
Other federal and state carryforwa 414 304
Other 15 294
Gross deferred tax ass 5,876 8,645
Valuation allowance - (7,504
5,876 1,141
Deferred income tax liabilitie:
Fixed asset (469 (457,
Other (11) (57)
Gross deferred tax liabilitie (480 (514
Subtotal 5,396 627
Less unrecognized tax benefit liability relatedl&éderred item: (627 (627
Net deferred tax asse $ 4769 $ -
Recorded as
Current deferred tax asst $ 314 $ -
Nonr-current deferred tax asst 4,455 -
Net deferred tax asse $ 4769 $ -

A reconciliation of the beginning and ending amaooininrecognized tax benefits is as follows (inubands):

2012 2013 2014
Balanc—beginning of yea $ 26 $ 627 $ 627
Additions for tax positions of prior yea 601 - -
Reductions for tax positions of prior ye: = = =
Balanc—end of yea $ 627 % 627 % 627

The tax positions at the end of 2012, 2013 and 2@ primarily related to research and developroamiyforwards.

If the $0.6 million of unrecognized tax benefitscidecember 31, 2014 were recognized, approxim&@lé million
would decrease the effective tax rate in the pdrioshich each of the benefits is recognized. Témaaining amount would be
offset by the reversal of related deferred incoaxeassets on which an unrecognized tax benefititials placed. The Company
does not expect any material changes to its unréoed tax benefits within the next twelve months.

The Company recognizes interest and penaltiestetatuncertain tax positions in income tax expeAseof December
31, 2013 and 2014, penalties and interest were temah
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The Company files income tax returns in the U.8efal jurisdiction as well as many U.S. statesfangign jurisdictions.
The tax years 2003 to 2013 remain open to examiméty the major jurisdictions in which the Compasgubject to tax. Fiscal
years outside the normal statute of limitation renagoen to audit by tax authorities due to taxlatles generated in those early
years which have been carried forward and may Heealin subsequent years when utilized. The Commaurrently not
under examination in any major taxing jurisdictions

The Company does not provide for federal incomegann the undistributed earnings of its foreigrssglibries, as
such earnings are to be reinvested offshore inidelfin The income tax liability would be insigniéiot if these earnings were to
be repatriated.

Income tax (benefit) expense for the years endemtdber 31, 2012, 2013 and 2014, differs from thpeeted income
tax (benefit) expense calculated using the statutio. Federal income tax rate as follows (doliarhousands):

2012 2013 2014

Federal income tax (benefit) expense at statutats $ 1,895 34% $ (320 (34% $ (2,390 (34)%
State and local tax—net of federal benef 310 6 (75) (8) (410 (6)
Foreign taxe: 14 - 3) - 1) -
Expiration of or changes to federal and state N 446 8 - - -

Federal research and development ci (1,676 (30) - - - -
Valuation allowanct - - - 7,504 107
Permanent difference 291 5 264 28 262 4
Uncertain tax position current activi 586 11 - - - -
Other (102 (2 - - (144 2
Total $ 1,764 32% $ (134 (14% $ 4,821 69 %

The Company had federal and state NOL carryforwafdgproximately $6.0 million and $5.8 million spectively, at
December 31, 2014. In addition, the Company hasoappately $1.9 million of NOL carryforwards credtby windfall tax
benefits relating to stock compensation for whiolhdeferred income tax assets have been recordetardance with the rules
under FASB ASC 718. The NOLs will begin to expine2027. The Company has weighed the positive agdtive evidence ,
including cumulative recent pre-tax losses, anémened that it is more likely than not that théedeed income tax assets,
primarily related to the NOLs, will not be realizeohd therefore, a full valuation allowance hasbeeorded against the net
deferred income tax assets as of December 31, 2014.

6. INFORMATION ABOUT SEGMENT AND GEOGRAPHIC AREAS

Operating segments are components of the Companligh separate financial information is availathlat is
evaluated regularly by the Company’s chief opegatiacision maker in deciding how to allocate resesiand in assessing
performance. The chief operating decision maketHerCompany is the Chief Executive Officer. Thae€Executive Officer
reviews operating results and financial informatiwasented on a total Company basis, accompanieddiynation about
revenue by major service line for purposes of allimg) resources and evaluating financial perforrmaAccordingly, the
Company has determined that it has a single regpsiégment and operating unit structure.
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The following table sets forth revenue and longdivangible assets by geographic area (in thousands

Years Ended December 31

2012 2013 2014
Revenue
United State: $ 121,306% 111,122% 105,872
Internationa 675 685 707
Total revenue $ 121,981% 111,807$ 106,572

As of December 31

2013 2014
Long-lived tangible asset
United State: $ 13,825 $ 14,573
Canadz - 502
Internationa 260 53
Total long-lived tangible asse’ $ 14,085 $ 15,128

7. COMMITMENTS AND CONTINGENCIES

Lease Commitments— The Company leases office space and data cqraee sinder operating lease agreements and
certain equipment under capital lease agreemetitsinterest rates ranging from 3 % to 7 %.

Rent expense for operating leases was approximétely million , $ 1.7 million and $ 2.5 millionif@012, 2013 and
2014, respectively.

Lease commitments as of December 31, 2014 canrbmatized as follows (in thousands):

Operating
Lease
Years Ending December 31 Commitments
2015 $ 2,393
2016 1,411
2017 1,193
2018 1,029
2019 384
Total lease commitmen $ 6,410
Capital
Lease
Years Ending December 31 Commitments
2015 $ 1,233
2016 1,050
2017 365
Total minimum capital lease commitme 2,648
Less amount representing inter 115
2,533
Current portion of capital lease obligatic 1,150
Long-term portion of capital lease obligatic $ 1,383
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Contract Commitments — The Company is obligated to make payments undeows contracts with vendors and
other business partners, principally for revenugrstarrangements. Contract commitments as of Demedih 2014 can be
summarized as follows (in thousands):

Contract
Years Ending December 31 Commitments
2015 $ 1,905
2016 1,080
2017 360
Total contract commitmen $ 3,345

Teknision Acquisition — The balance of the approximately $ 1.0 milliomghase price to acquire the assets of
Teknision, Inc. ("Teknision") is due in May 2015less such amount is offset in satisfaction of ¢elitedemnification
obligations of Teknision. The remaining paymen$df.5 million is recorded in accrued expenses dhercurrent liabilities on
the consolidated balance sheet as of Decembei034, 2

Litigation — From time to time, the Company is a party to legdions. In the opinion of management, the oueah
these matters will not have a material impact encitnsolidated financial statements of the Company.

8. EQUITY

Common Stock— Effective on February 15, 2012, the Company'sdboédirectors and stockholders approved the
Fifth Amended and Restated Certificate of Incorfiora The total number of common shares that they@my is authorized to
issue is 100,000,000 with a par value of $ 0.01spare.

Preferred Stock— Effective on February 15, 2012, the Company'sdboé directors and stockholders approved the
Fifth Amended and Restated Certificate of Incorfiora The total number of preferred shares thatibmpany is authorized to
issue is 10,000,000 with a par value of $0.01 pares 2,000,000 of which have been designatedréssSe Junior Participating
Preferred Stock pursuant to the Rights Plan. Nawve been issued to date.

Conversion— Prior to the Company's initial public offering, baghare of Series A, A-1, B, and C preferred stoak
convertible at the option of the holder at any timte common stock. The conversion rate was théiguioobtained by dividing
the original issue price of the Series A, A-1, BCoby the conversion price. Subsequent to the IBeGertificate of Amendment
to the Fourth Amended and Restated Certificat@odrporation, the conversion price was adjustesffct a conversion of one
preferred share into one and one-half common shaexplained in Note The Company and Summary of Significant
Accounting Policies The conversion price was subject to adjustmesetforth in the restated certificate of incorpiom for
certain dilutive issuances, splits, and combinati@s therein defined. Conversion was automatio ggber the consent of the
holders of 66% of the outstanding shares of prefestock or the effective date of a firm commitmemtderwritten public
offering of the Company's common stock in which plst-offering valuation on a fully diluted basiasvat least $150.0 million
and the proceeds were not less than $25.0 miliirshares of the Company's outstanding prefertedkswere converted into
common stock in February 2012 in connection with@ompany's initial public offering.
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Stock Repurchases— In February 2014 the board of directors approv8tbak Repurchase Program, which
authorizes a repurchase of up to $ 5.0 million tvoftthe Company's outstanding common stock. Thek3Repurchase
Program has no expiration date, and may be susgemd#iscontinued at any time without notice. Ther(@any repurchased all
shares with cash resources.

The following table sets forth the shares of commimek repurchased through the program:

Years Ended December 31
2012 2013 2014
Shares of common stock repurchased - - 229,05C
Value of common stock repurchased (in thousa $ - % - % 562

Withhold to Cover — During the year ended December 31, 2014, cegtaiployees, in lieu of paying withholding
taxes on the vesting of certain shares of restristeck awards, authorized the withholding of 4,5Bdres of the Company's
common stock to satisfy their minimum statutory wathholding requirements related to such vestirttgese shares were
recorded as treasury stock using the cost meththek gder share closing price on the date of veshiog shares of the
Company's common stock were withheld to cover mimmstatutory tax withholding requirements during ykears ended
December 31, 2012 and 2013.

9. STOCK-BASED COMPENSATION

The fair value of options granted to employeesstsreated on the grant date using the Black-Schaisn valuation
model. This valuation model for stock-based comptais expense requires the Company to make assums@nd judgments
about the variables used in the calculation, inolgidhe fair value of the Company's common stodo&,expected term (the
period of time that the options granted are expktide outstanding), the volatility of the Comparmgommon stock, a risk-free
interest rate and expected dividends. The Compsoyestimates forfeitures of unvested stock optidiosthe extent actual
forfeitures differ from the estimates, the differerwill be recorded as a cumulative adjustmeriénpteriod estimates are
revised. No compensation cost is recorded for aptthat do not vest. The Company uses the simgplifidculation of expected
life described in the SEC's Staff Accounting Butietlo. 107,Share-Based Paymenand volatility is based on an average of the
historical volatilities of the common stock of sesleentities with characteristics similar to thagehe Company. The risk-free
rate is based on the U.S. Treasury yield curvdfeceat the time of grant for periods correspodivith the expected life of the
option. The Company uses an expected dividend wiefgro, as it does not anticipate paying anyddinds in the foreseeable
future. Expected forfeitures are based on the Cogipénistorical experience.

The following table presents the weighted-averagpeiaptions used to estimate the fair value of optgranted
(excluding replacement options in conjunction witbdifications described below) during the periodsspnted:

Years Ended December 31

2012 2013 2014
Volatility 58% 59% 58%
Expected dividend yiel -% -% - %
Risk-free rate 1.4% 1.4% 1.9%
Expected term (in year 6.25 6.25 6.25
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The Company recorded $2.0 million, $2.6 million &816 million of stock-based compensation expeoséhe years
ended December 31, 2012, 2013 and 2014, respsactivelincome tax deduction is allowed for incentsteck options
("ISOs"). Accordingly, no deferred income tax agseecorded for the potential tax deduction reldatethese options. Expense
related to stock option grants of non-qualifieccktoptions ("NSOs") result in a temporary differenahich gives rise to a
deferred tax asset.

Total stock-based compensation expense includétiaccompanying consolidated statements of opesafor the
years ended December 31, 2012, 2013 and 2014fad@ss (in thousands):

Years Ended December 31

2012 2013 2014
Technology and developme $ 523% 1,184% 1,621
Sales and marketir 404 348 599
General and administratiy 1,072 1,029 1,375
Total stockbased compensation expe! $ 1,999% 2,561$ 3,595

Equity Incentive Plans— The Company has four stock option plans (the 2@k Plan, the 2006 Stock Plan, the
2012 Equity Incentive Plan and the Special Purfpessruitment Plan), which authorize the Companyrémgup to 9,210,020
stock options (ISOs and NSOs), stock appreciatgits, restricted stock, restricted stock units§U&”) and performance cash
awards. The 1SOs and NSOs will be granted at & e share not less than the fair value of theg2myis common stock at
the date of grant. Options granted to date geryeveBt over a four-year period with 25 % vestinghatend of one year and the
remaining 75 % vesting monthly thereafter. Optigranted generally are exercisable up to 10 yedrs.Gompany began
granting RSUs in December 2012, which generally gesr a three year period with one-sixth vestintha end of each six
month period.

Special Purpose Recruitment Plar— During 2013 our shareholders approved the SpBeigdose Recruitment Plan
from which equity compensation awards are grardetetvly-hired employees. One million shares of camrstock are
reserved for issuance under this plan.

Stock Option Activity — A summary of stock option activity for the yeawded December 31, 2014 is as follows:

Weighted
Average
Weighted Aggregate Remaining
Number of Stock Average Exercise Intrinsic Value Contractual
Options Price (in thousands) Term (in years)
Outstandin—January 1, 201 5,770,16¢$ 3.85
Grantec 5,056,89t% 2.54
Exercisec (246,880% 0.28
Forfeited (3,824,393% 4.10
Outstandin—December 31, 201 6,755,79(% 2.86% 322 7.32
Expected to ve—December 31, 201 6,350,92¢% 2.85% 318 7.19
Vested and exercisa—December 31, 201 2,996,633 3.17% 293 5.05
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Aggregate intrinsic value represents the differdretgveen the Company's closing stock price ofdtermon stock and
the exercise price of outstanding, in-the-moneyoost The Company's closing stock price as repantethe NASDAQ as of
December 31, 2014 was $ 2.00 . The total intrimaloe of options exercised was approximately $ilbon, $ 0.2 million and
$ 0.5 million for the years ended December 31, 2@023 and 2014, respectively. The weighted-avegaget date fair value of
options granted was $ 3.97 per share, $ 1.86 pee sind $ 1.31 per share for the years ended Dere3hb2012, 2013 and
2014, respectively.

As of December 31, 2014, total unrecognized comga@rscost, adjusted for estimated forfeituresatesd to nonvested
stock options was approximately $ 5.8 million, whis expected to be recognized over a weightedagesperiod of 2.79 years.

Option Modifications — Pursuant to the transition agreement the Compatsred into in March 2014 with Ronald
Frankel, its former President and CEO, 752,725 nfflankel's options to purchase common stock®fdbmpany were
modified to accelerate vesting for options that lddave otherwise been forfeited during the tramsiperiod to the beginning
of the transition period ("Transition Date"), atne tperiod options are exercisable is now the eadfithe third anniversary of
the Transition Date or the original 10 year corttratterm of each option. The total incrementalemge resulting from Mr.
Frankel's modification was $0.2 million.

Effective August 4, 2014, the compensation committethe Company's board of directors agreed toifjnad
outstanding employee options with an exercise @fc3.00 per share or greater, other than optietd by directors and
executive officers, by resetting the exercise ppieeshare to the closing price of the Companyisnson stock on August 4,
2014. As a result of the modification, 203 emplaybad a total of 1,547,382 options reset to anciseprice of $2.38 per
share. The total incremental compensation experssdting from the August 2014 modification is $élion. During the year
ended December 31, 2014, the Company recordech@llign expense related to the modification. Themaining expense will
be recorded over the remaining requisite servicege

Non-plan Option Grant — On August 4, 2014, the Company appointed Himeskd3as President and CEO of the
Company. In conjunction with the effective datévbf Bhise's first day of employment, and as paiof Bhise's compensation,
the Company awarded Mr. Bhise options to purchg3@12338 shares of the Company's common stockamitkxercise price of
$2.38 per share.

RSU Activity — A summary of RSU activity for the year ended Daber 31, 2014 is as follows:

Weighted Average

Number of Stock Options Exercise Price
Unveste—January 1, 201 45,000 $ 5.46
Grantec 913,638 $ 2.22
Release( (13,375 $ 5.68
Forfeited (111,475 $ 2.48
Unveste—December 31, 201 833,788 $ 2.31
Expected to ve—December 31, 201 775,981 $ 2.43

As of December 31, 2014, total unrecognized comgt@nscost, adjusted for estimated forfeituresgtesl to RSUs was
approximately $ 1.7 million, which is expected ®recognized over the next 2.59 years.
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10. INVESTMENT IN EQUITY INTEREST

In March 2013, the Company entered into a JointtMenAgreement, pursuant to which it owns 50% efahtstanding
common stock and 100% of the preferred shares &y China, Ltd., or the JV Company. The Companoyided $0.9
million of funding to the JV Company during the yeaded December 31, 2013, and $0.8 million of ingdluring the year
ended December 31, 2014. The JV Company will, tindts wholly foreign-owned subsidiary in the PepRepublic of China
(the “PRC"), supply authentication and aggregasiolutions for the delivery of online content andvgees to customers in the
PRC.

The investment in the JV Company is being accoufttedsing the equity method and is classifiedrmiaestment in
equity interest on the Company'’s consolidated lzzagheets. The Company records its share of thésed the JV Company
within earnings in equity interest. Because the Gamy provided nearly all of the capital to form the Company, the Company
has recorded 100% of the losses incurred by th€a¥pany within earnings in equity interest in @12 and 2014 consolidated
statement s of operations. Since acquiring itgéstan the JV Company during 2013, the Companyéearded, in
accumulated deficit, cumulative losses in equitgriest of $1.6 million.

The following tables present summarized financifdimation for the JV Company (in thousands):

Years Ended December 31

2013 2014

Revenue $ - % =
Loss from operation (561 (1,063
Net loss $ (561 $ (1,063

As of December 31
2013 2014

Total asset $ 442 $ 78

&

Total liabilities 77 $ 5
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11. NET INCOME (LOSS) PER COMMON SHARE DATA

Basic net income (loss) per share is computed ubimgveighted-average number of common shares
outstanding during the period. Diluted net incotosg) per share is computed using the weightedageer
number of common shares and, if dilutive, potemdtahmon shares outstanding during the period. The
Company’s potential common shares consist of tbeemental common shares issuable upon the exafcise
stock options, and to a lesser extent, sharestiksupon the release of RSUs. In addition, foryibar ended
December 31, 2012, the potential common sharegdadl the conversion of preferred stock on an as if
converted basis prior to the Company's initial pubffering in February 2012. The dilutive effedttbese
potential common shares is reflected in dilutechisgs per share by application of the treasurykstoc
method. The Company considered its preferrekdtobe participating securities and, in accordaniti
the two-class method, earnings allocated to predestock and the related number of outstandingeshr
preferred stock were excluded from the computatiomasic and diluted net income (loss) per common
share.

The following table presents the calculation ofibasd diluted net income (loss) per share foryibers
ended December 31, 2012, 2013 and 2014 (in thoasardept share and per share amounts):

Year Ended December 31

2012 2013 2014
Basic net income (loss) per she
Numerator:
Net income (loss $ 3,815% (1,367% (12,931
Denominator
Weighte-average common shares outstanc 24,411,194 27,306,88: 27,389,79:
Basic net income (loss) per sh $ 0.16% (0.05% (0.47
Diluted net income (loss) per sha
Numerator:
Net income (loss $ 3,815% (1,367% (12,931
Denominator
Number of shares used in the basic comput: 24,411,19¢ 27,306,88: 27,389,79:
Add weighter~average effect of dilutive securitie
Conversion of preferred stock (as if convertedg): 1,948,63¢ - -
Stock options and RSL 1,737,484 - -
Number of shares used in diluted calcula 28,097,31: 27,306,88: 27,389,79:
Dilutive net income (loss) per she $ 0.14% (0.05% (0.47

Stock options and RSUs are not included in theutation of diluted net loss per share for the yemded
December 31, 2013 and 2014 because the Comparg metdoss for those years. Accordingly, the inclusf these
equity awards would have had an antidilutive eftacthe calculation of diluted loss per share.
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The following equivalent shares were excluded ftbecalculation of diluted net income (loss) pearsh
because their effect would have been antidilutivettie periods presented:

Year Ended December 31
2012 2013 2014

Antidilutive Equity Awards:
Stock options and RSLU 137,850 3,356,35¢ 7,589,57¢

12. EMPLOYEE BENEFIT PLAN

The Company sponsors a 401(Kk) profit sharing fhah ¢overs substantially all employees. Under tag,p
eligible employees are permitted to contribute dipo of gross compensation not to exceed standaitations
provided by the Internal Revenue Service. The Campaaintains the right to match employee contriimai
however, no matching contributions were made duttiegyears ended December 31, 201 2, 201 3 04201

*kkkkk
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Exhibit 10.20.2
FIRST A MENDMENT
TO

LOAN AND SECURITY AGREEMENT

This FIRST AMENDMENT TO LOAN AND SECURITY AGREEMENT (tli “Amendment”) is entered into this
28th day of October, 2014, between (a) SILICON VAY_BANK (“Bank”), and (b) SYNACOR, INC., a Delawam®rporation
(“Borrower”).

Recitals

A. Bank and Borrower have entered into that certaianLand Security Agreement dated as of September 27,
2013 (as the same may from time to time be furdineended, modified, supplemented or restated, tharilAgreement”).

B. Bank has extended credit to Borrower for the pugpgeermitted in the Loan Agreement.

C. Borrower has requested that Bank amend the Loasehgent to make certain changes to the terms ght for
therein.

D. Bank has agreed to so amend certain provisionseof.ban Agreement, but only to the extent, in adance

with the terms, subject to the conditions and lianee upon the representations and warrantieeghtbelow.
Agreement

Now, Therefore, in consideration of the foregoing recitals and otgpeod and valuable consideration, the receipt and
adequacy of which is hereby acknowledged, and ditento be legally bound, the parties hereto agee®llows:

1. Definitions. Capitalized terms used but not defined in this Adment shall have the meanings given to
in the Loan Agreemen
2. Amendments to Loan Agreement

Section 6.7 (Financial Covenants) The Loan Agreement shall be amended by deldifighereof in its entirety and
inserting in lieu thereof the following:

“ 6.7 Financial Covenants Maintain at all times, subject to periodic rejay as of
the last day of each month, unless otherwise noted, consolidated basis with respect to Borrower:

(a) Adjusted Quick Ratio (i) through and including the calendar quartetieg June 30, 2014, a
ratio of (A) Quick Assets to (B) outstanding Obligas, of at least 2.50 to 1.0 (to be tested ab@fast day of
each quarter), and (ii) commencing with the monttlieg September 30, 2014, a ratio of (A) Quick Asde
(B) Current Liabilities minus the current portioh@eferred Revenue, of at least 1.50 to 1.0.




(b) EBITDA . Measured as of the end of each fiscal quarter toailing twelve month basi
EBITDA of at least (i) for each fiscal quarter thgh and including the fiscal quarter ending June 2814,
$$l,500,000, and (ii) for the fiscal quarter end®gptember 30, 2014 and for each fiscal quarteedfier,
($5,000,000).”

Section 13.1( Definitions ).

(a) The Loan Agreement shall be amended by inggttia following text to appear at the end of
the definition entitled “EBITDA” appearing in Seoti 13.1 thereof:

“, including, without limitation, severance andatd charges to employees of Borrower made intleter
ending September 30, 2014, or the quarter endimgmber 31, 2014 , in an aggregate amount for haodters
not exceeding Two Million Dollars ($2,000,000.00).”

(b) The Loan Agreement shall be amended by deld¢tiagerm “Key Person”
and its definition from Section 31.1 thereof.
(c) The Loan Agreement shall be amended by del¢tiagollowing term and its definition set

forth in Section 13.1 thereof and inserting in lieareof the following:

“

“ Quick Assets” is, on any date, (a) Borrower's consolidated stieted and unencumbered cash

and Cash Equivalents, which, commencing with thettn@nding September 30, 2014, shall in each case b
maintained at Bank or subject to a Control Agreegmand (b) net billed accounts receivable deterthine

according to GAAP.”

(d) The Loan Agreement shall be amended by inggttie following new terms and their respective
definitions to appear alphabetically in Sectionl1tBereof:

“

“ Current Liabilities " are all obligations and liabilities of Borroweo tBank, plus, without
duplication, the aggregate amount of Borrower'sal btabilities that mature within one (1) year.”

“ “ Total Liabilities ” is, on any day, obligations that should, underARA be classified as liabilities
on Borrower’s consolidated balance sheet, includitigndebtedness and the current portion of Subatdd
Debt permitted by Bank to be paid by Borrower, éxuttluding all other Subordinated Debt.”

Compliance Certificate. The Loan Agreement shall be amended by replatiegCompliance Certificate appearing as
Exhibit E thereto with the Compliance Certificate appearisgeahibit A hereto. All references in the Loan Agreement ® th
Compliance Certificate shall hereafter be deemedftar to_Exhibit Ahereto.

3. Limitation of Amendments.

The amendments set forth in Section 2, above,fégetiee for the purposes set forth herein andldalimited precisely
as written and shall not be deemed to (a) be aecrtis any amendment, waiver or modification of attyer term or condition of
any Loan Document, or (b) otherwise prejudice aglgtror remedy which Bank may now have or may hawe future under or
in connection with any Loan Document.

This Amendment shall be construed in connectiom &itd as part of the Loan Documents and all tecmsditions,
representations, warranties, covenants and agreégrsenforth in the Loan Documents, except as hemgiended, are hereby
ratified and confirmed and shall remain in fullderand effect.

4, Representations and Warranties.To induce Bank to enter into this Amendment, Bagephereby represel
and warrants to Bank as follow



Immediately after giving effect to this Amendmea} the representations and warranties containttkihoan
Documents are true, accurate and complete in alénmh respects as of the date hereof (except goetttent such
representations and warranties relate to an eadigr, in which case they are true and correcf aaah date), and (b) no
Event of Default has occurred and is continuing;

Borrower has the power and authority to execute deliyer this Amendment and to perform its obligas under the
Loan Agreement, as amended by this Amendment;

The organizational documents of Borrower delivei@®ank on the Effective Date remain true, accueatd complete
and have not been amended, supplemented or reatadeate and continue to be in full force and ¢ffec

The execution and delivery by Borrower of this Amderent and the performance by Borrower of its olikges under
the Loan Agreement, as amended by this Amendmané been duly authorized,;

The execution and delivery by Borrower of this Amderent and the performance by Borrower of its olikges under
the Loan Agreement, as amended by this Amendmentodtl and will not contravene (a) any law or retatabinding on or
affecting Borrower, (b) any contractual restrictioith a Person binding on Borrower, (c) any ordedgment or decree of any
court or other governmental or public body or atitiipor subdivision thereof, binding on Borrower, (d) the organizational
documents of Borrower;

The execution and delivery by Borrower of this Amderent and the performance by Borrower of its olikges under
the Loan Agreement, as amended by this Amendmennad require any order, consent, approval, liceasghorization or
validation of, or filing, recording or registratiowith, or exemption by any governmental or publicdy or authority, or
subdivision thereof, binding on either Borrowercept as already has been obtained or made; and

This Amendment has been duly executed and delivesedorrower and is the binding obligation of Bomer,
enforceable against Borrower in accordance withtétsns, except as such enforceability may be loniby bankruptcy,
insolvency, reorganization, liquidation, moratorimmother similar laws of general application anditgable principles relating to
or affecting creditors’ rights.

5. Ratification of Intellectual Property Security Agreements . Borrower hereby ratifies, confirms ¢
reaffirms, all and singular, the terms and disdlesicontained in that certain Intellectual Prop&eégurity Agreement betwe
Borrower and Bank, dated as of September 27, 28d8,acknowledges, confirms and agrees that suelielctual Propert
Security Agreement (a) contains an accurate andpkeﬂm listing of all Intellectual Property Collaéér as defined in su
Intellectual Property Security Agreement, and {i@llsremain in full force and effec

Ratification of Perfection Certificate . Borrower hereby ratifies, confirms and reaffirra and singular, tt
terms and disclosures contained in a certain ResfeCertificate dated as of September 27, 2018, pdated as of October
2014, previously delivered by Borrower to Bank, auotnowledges, confirms and agrees the disclosandsnformation abo
Borrower provided to Bank in said Perfection Catife have not changed, as of the date he

7. Integration . This Amendment and the Loan Documents repretsenentire agreement about this sut
matter and supersede prior negotiations or agremsméti prior agreements, understandings, reptasems, warranties, a
negotiations between the parties about the subjatter of this Amendment and the Loan Documentgearto this Amendme
and the Loan Document

8. Counterparts. This Amendment may be executed in any number oftgsparts and all of such counterp
taken together shall be deemed to constitute oddéhensame instrumer



9. Effectiveness. This Amendment shall be deemed effective updth@due execution and delivery to Ban
this Amendment by each party hereto, (b) Borrowpdgment to Bank of a fully-earned, nmfundable modification fee equa
Twenty Thousand Dollars ($20,000. 00) and (c) Boegs payment of Bank’ legal fees and expenses incurred in conne
with this Amendment

[Signature page follows.]



In Witness Whereof, the parties hereto have caused this Amendmédig tluly executed and delivered as of the date
first written above.

BORROWER:
SYNACOR, INC.
By: /s William J. Stuar

N_ame: William J. Stuari
Title:  Chief Financial Office

BANK:

SILICON VALLEY BANK

By: /sl Russell Follansbe
Name: Russell Follansbe
Title: Vice Presiden




EXHIBIT A

COMPLIANCE CERTIFICATE

TO: SILICON VALLEY BANK Date:

FROM: SYNACOR, INC.

The undersigned authorized officer of SYNACOR, IN®orrower”) certifies that under the terms andhditions of the Loan and
Security Agreement between Borrower and Bank (&gréement”):

(1) Borrower is in complete compliance for the pdrénding with all required covenarcept as noted below;

(2) there are no Events of Default; (3) all reprégtions and warranties in the Agreement are tngecarrect in all material respects on
this date except as noted below; provided, howekat,such materiality qualifier shall not be apable to any representations and
warranties that already are qualified or modifigchtmteriality in the text thereof; and providedither that those representations and
warranties expressly referring to a specific dagl$e true, accurate and complete in all mateeighects as of such date; (4) Borrower,
and each of its Subsidiaries, has timely filededjuired tax returns and reports, and Borrowettingaly paid all foreign, federal, state and
local taxes, assessments, deposits and contrilsutioad by Borrower except as otherwise permitteduyant to the terms of Section 5.9 of
the Agreement; and (5) no Liens have been leviedaims made against Borrower relating to unpaiglegee payroll or benefits of

which Borrower has not previously provided writtestification to Bank.

Attached are the required documents supportingehtification. The undersigned certifies that thase prepared in accordance with
GAAP consistently applied from one period to thetrexcept as explained in an accompanying lettéoanotes. The undersigned
acknowledges that no borrowings may be requestadyatime or date of determination that Borrowerasin compliance with any of the
terms of the Agreement, and that compliance isrdeted not just at the date this certificate isvdgkd. Capitalized terms used but not
otherwise defined herein shall have the meaningsngihem in the Agreement.

Please indicate compliance status by circling YestNunder “Complies” column.

Reporting Covenants Required Complies
Monthly financial statements with Monthly within 30 days Yes No
Compliance Certificate

Annual financial statement (CPA Audited), if not FYE within 120 days Yes No
otherwise publicly available

Borrowing Base Certificate A/R & A/P Agings Monghlithin 30 days Yes No

The following Intellectual Property was registefeda registration application submitted) after Bitective Date (if no
registrations, state “None”)




Financial Covenants Required Actual Complies

Maintain at all times (tested on a Quarterly Basis)
Adjusted Quick Ratio 1.50:1.0 :1.0 Yes No
Trailing 12 Month EBITDA ($5,000,000) $ e¥ No

The following financial covenant analyses and infation set forth in Schedule 1 attached herettraesand accurate as
of the date of this Certificate.



Other Matters

Have there been any amendments of or other chaogles capitalization table of
Borrower and to the Operating Documents of Borrogreany of its Subsidiaries? If
yes, provide copies of any such amendments or esanih this Compliance
Certificate.

Yes No

The following are the exceptions with respect @ dbrtification above: (If no exceptions exisatst‘No exceptions to
note.”)

SYNACOR, INC. BANK USE ONLY
Received by:
By: authorized signer
Name: Date:
Title:
Verified:

authorized signer

Date:

Compliance Status: Yes No



Schedule 1 to Compliance Certificatt

Financial Covenants of Borrower

In the event of a conflict between this Schedule thve Loan Agreement, the terms of the Loan Agrersieall govern.

Dated:
I. Adjusted Quick Ratio (Section 6.7(a))
Required: 1.50:1.00
Actual: _:10
A. Value of the consolidated unrestricted and unenenetbcash and Cash Equivalent: $
Borrower and its Subsidiaries maintained at Bansutnject to Control Agreeme
B. Value of the net billed accounts receivable of Baer $
C. Line A plus line B $
D. Aggregate value of all outstandingbligations $
E. Aggregate value of liabilities that should, undekA®, be classified as liabilities ¢ $
Borrower’s consolidated balance sheet, includih¢nalebtedness, and not otherwise
reflected in line E above that matures within aheygar
F. Current Liabilities (Line D plus Line E $
G. Aggregate value of all amounts received or invoisgdorrower in advanc $
of performance under contracts and not yet recegnis revenu
H. Line F minus Line C $
l. Adjusted Quick Ratio (Line C divided by Line | _ 1o
Is Line | equal to or greater than 1.50:1:00?
No, not in compliance Yes, in compliance
Il EBITDA (Section 6.7(b))
Required: ($5,000,000) on a trailing twelve mondisib
Actual:
A. Net Income $
B. Interest Expens $
C. To the extent included in the determination of Mebme depreciation and amortizatt  $
expense

D. Income tax expens $



E. Stock compensatic $

F. Non-cash items and o-time expenses approved by Bank, in its sole digere $
including, without limitation, severance paymemtmployees of Borrower made in
either the quarter ending December 31, 2014 ogtiaeter ending March 31, 2015, in an
aggregate combined amount for both quarters na&esling Two Million Dollars
($2,000,000.00;

G. EBITDA (Sum of lines A through F
$
Is line G equal to or greater than ($5,000,000)?
No, not in compliance Yes, in compliance

(56120.02714)

1746822.1



Synacor, Inc.
List of Subsidiaries

Name Jurisdiction
NTV Internet Holdings, LLC Delaware
Synacor Canada, Inc. Canada

Synacor China, Ltd. Cayman Islands

Exhibit 21.1




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference iniftegion Statement Nos . 333-179608 and 333-188&89t S-8 of our report
dated March 1 2, 2015, relating to the consolidiéiteancial statements of Synacor, Inc. and subsis (the “Company”)
appearing in this Annual Report on Form 10-K of &yor, Inc. for the year ended December 31, 2014.
/s/ Deloitte & Touche LLP

Williamsville, New York
March 12,2015



Exhibit 31.2

CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, William J. Stuart, certify that:
1. | have reviewed this Annual Report on Form 16fiSynacor, Inc.;

2. Based on my knowledge, this report does natagom@ny untrue statement of a material fact ortdonstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsiwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statemamis other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
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) and1Hd)) and internal control over financial repagtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. Designed such disclosure controls and procedoresiused such disclosure controls and procedoites designed
under our supervision, to ensure that materiarinégion relating to the registrant, including ithsolidated subsidiaries,
is made known to us by others within those entifasticularly during the period in which this repis being prepared;

b. Designed such internal control over financiglorting, or caused such internal control over faialreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thedeovered by this
report based on such evaluation; and

d. Disclosed in this report any change in the tesyig's internal control over financial reportirtat occurred during the
registrant’s most recent fiscal quarter (the regrgts fourth fiscal quarter in the case of an aimeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contreles financial reporting;
and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boarditéctors (or persons performing
the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal coraver financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and report
financial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the
registrant’s internal control over financial repogt



Date: March 1 2, 2015 By: /s/ WILLIAM J. STUART

William J. Stuart
Chief Financial Officer
(Principal Financial and Accounting Officer)




Exhibit 32.1

Certification of Chief Executive Officer and ChiefFinancial Officer
Pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarban&sxley Act of 2002

I, Himesh Bhise, certify pursuant to 18 U.S.C. 8er1350, as adopted pursuant to Section 906 db#ibanes-Oxley
Act of 2002, that the Annual Report of Synacor, lore Form 10-K for the fiscal year ended Decemier2B14 fully complies
with the requirements of Section 13(a) or 15(dhef Securities Exchange Act of 1934 and that tf@nmation contained in such
Form 10-K fairly presents, in all material respette financial condition and results of operatiohSynacor, Inc.

Date: March 1 2, 2015 /s/ Himesh Bhise

Himesh Bhise
President and Chief Executive Officer
(Principal Executive Officer)

I, William J. Stuart, certify pursuant to 18 U.SS$2ction 1350, as adopted pursuant to Section B Garbanes-Oxley
Act of 2002, that the Annual Report of Synacor, lore Form 10-K for the fiscal year ended Decemidgr2B14 fully complies

with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934 and that tfernmation contained in such
Form 10-K fairly presents, in all material respetie financial condition and results of operatioh§ynacor, Inc.

Date: March 1 2, 2015 /s/ William J. Stuart

William J. Stuart
Chief Financial Officer
(Principal Financial and Accounting Officer)

A signed original of this written statement reqditey Section 906 of the Sarbanes-Oxley Act of 2082 been provided
to Synacor, Inc. and will be retained by Synaacae, Bnd furnished to the Securities and Exchangerission or its staff upon
request. This certification “accompanies” the FAi®AK to which it relates, is not deemed filed wiitle Securities and Exchange
Commission and is not to be incorporated by refegento any filing of the Company under the Se@siAct of 1933, as

amended, or the Securities Exchange Act of 1934dresnded (whether made before or after the dateedform 10-K),
irrespective of any general incorporation langue@ained in such filing.



