EDGAROnline

Q2 HOLDINGS, INC.

FORM 10-K

(Annual Report)

Filed 02/12/15 for the Period Ending 12/31/14

Address

Telephone
CIK
Symbol
SIC Code
Fiscal Year

13785 RESEARCH BOULEVARD
SUITE 150

Austin, TX 78750

512-275-0072

0001410384

QTWO

7372 - Prepackaged Software
12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
Annual Report Pursuant to Section 13 or 15(dhef$ecurities Exchange Act of 1934
For the fiscal year endddecember 31, 2014 .

or
O Transition Report Pursuant to Section 13 or 16{dhe Securities Exchange Act of 1934

Q2 Holdings, Inc.

(Exact name of Registrant as Specified in Its Gnart

Delaware 001-36350 20-2706637
(State or Other Jurisdiction of (Commission File Number) (IRS Employer
Incorporation or Organization) Identification No.)

13785 Research Blvd, Suite 150
Austin, Texas 78750
(512) 275-0072
(Address, Including Zip Code, and Telephone Numlmetuding Area Code, of Registrant's Principal &xese Offices)

Securities registered pursuant to Section 12(thefct:

Title of each class Name of each exchange on which registered

New York Stock Exchange
Common Stock, $0.0004 yzdue

Securities registered pursuant to Section 12(¢he@f\ct:None

Indicate by a check mark if the registrant is alskebwn seasoned issuer, as defined in Rule 4@beoSecurities Act.  Yedd No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ortidacl5(d) of the Act. YesO No

Indicate by check mark whether the registrant € filed all reports required to be filed by Seetid or 15(d) of the Securities Exchange Act of4l88ring the preceding :
months (or for such shorter period that the reggigtwas required to file such reports), and (2)bdeen subject to such filing requirements for thst90 days. YedX No
O

Indicate by check mark whether the registrant bésmtted electronically and posted on its corpoYb site, if any, every Interactive Data File rieed to be submitted and
posted pursuant to Rule 405 of Regulation S-T (§8B2of this chapter) during the preceding 12 meiti for such shorter period that the registraas vequired to submit and
post such files). YedX No O

Indicate by check mark if disclosure of delinquiilers pursuant to Iltem 405 of regulation S-K (§2@% of this chapter) is not contained herein, wilichot be contained, to
the best of registrant’s knowledge, in definitivexy or information statements incorporated by mefiee in Part Ill of this Form 10-K or any amend#rterthis Form 10-K.

Indicate by check mark whether the registrantleazge accelerated filer, an accelerated filer, &accelerated filer, or a smaller reporting comp&wse the definitions of
“large accelerated filer,” “accelerated filer,” atginaller reporting company” in Rule 12b-2 of thecBange Act.

m} Large accelerated filer m} Accelerated filer [ Non-accelerated filer O Smaller reporting company

(Do not check if a
smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). Yesd  No X



Based on the closing price of the registrant's comstock on the last business day of the regisramist recently completed second fiscal quarteichwwas June 30, 2014,
the aggregate market value of its shares held byaffdiates on that date was approximately $262,618. Shares of common stock held by each ofindrdirector and by each
person who owns 5% or more of the outstanding Com8tock have been excluded in that such persondmagemed to be affiliates. This determinatioaffifiate status was
based on publicly filed documents and is not nemégsa conclusive determination for other purposes

There were 34,937,128 shares of the registrantfenan stock outstanding as of January 31, 2015.

Part IIl of this Annual Report on Form 10-K incorptes certain information by reference from therdéfe proxy statement for the registrant’s 2018n&al Meeting of
Stockholders to be filed within 120 days of theisggnt's fiscal year ended December 31, 2014heRroxy Statement. Except with respect to infoimnaspecifically
incorporated by reference in this Annual ReporfForm 10-K, the Proxy Statement is not deemed tfildzt as part of this Annual Report on Form 10-K.
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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forwardkimg statements that are based on our managerbetfigfs and assumptions and
on information currently available to our managem&he statements contained in this Annual Repoffarm 10-K that are not purely
historical are forward-looking statements withie theaning of the Private Securities Litigation Refd\ct of 1995, Section 27A of the
Securities Act of 1933, as amended, or the Seesrict, and Section 21E of the Securities Excha@wyef 1934, as amended, or the Exche
Act. You can identify these statements by wordhas"anticipates,” "believes," "can," "continutbuld,” "estimates," "expects," "intends,"
"may," "plans,” "seeks," "should,"” "will," "stratgg "future," "likely," or "would" or the negativef these terms or similar expressions. These
statements are not guarantees of future performandevelopment and involve known and unknown risk&ertainties and other factors that
are in some cases beyond our control. All of omvérd-looking statements are subject to risks amzkriainties that may cause our actual
results to differ materially from our expectatiofactors that may cause such differences inclugtearie not limited to, the risks described
under "Risk Factors" in this Annual Report on FAK and those discussed in other documents wevfitethe Securities and Exchange
Commission, or the SEC.

Given these risks and uncertainties, you shoulglame undue reliance on these forward-lookingestants. Also, forward-looking
statements represent our management's beliefssandhations only as of the date of this Annual Repor-orm 10-K. You should read this
Annual Report on Form 10-K completely and with tiielerstanding that our actual future results mambaterially different from what we
expect. We hereby qualify our forward-looking staémts by these cautionary statements. Except ageddyy law, we assume no obligation
to update these forwatdeking statements publicly, or to update the reasactual results could differ materially from th@nticipated in the:
forward-looking statements, even if new informatim@tomes available in the future.

Item 1. Business.
Overview

Q2 is a leading provider of secure, cloud-basewi@itbanking solutions. We enable regional and camity financial institutions, or
RCFIs, to deliver a robust suite of integratedudattbanking services and engage more effectivelly thieir retail and commercial account
holders who expect to bank anytime, anywhere anahgrdevice. Our solutions are often the most feagjpoint of interaction between our
RCFI customers and their account holders. As swelpurpose-built our solutions to deliver a comipgll consistent user experience across
digital channels and drive the success of our coste by extending their local brands, enabling mwpd account holder retention and creating
incremental sales opportunities.

Our founding team has provided software solutionthieé RCFI market for over 20 years, and theyetia®2 with the mission of using
technology to help RCFIs succeed and strengtheadhmnunities they serve. We leverage our deep domaiertise to develop highly-secure
virtual banking solutions designed to help our costrs compete in the complex and heavélgulated financial services industry. We intety
design and develop our solutions around a commatfopi that tightly integrates our solutions witiich other and with our customers' inte
and third-party systems. This integrated approativels to account holders a unified and robudtigirbanking experience across online,
mobile, voice and tablet channels and allows fose] lasting relationships. We designed our solstand data center infrastructure to comply
with the stringent security and technical reguladiapplicable to financial institutions and safeguaur customers and their account holders.

The RCFI market includes approximately 13,000 baarics credit unions that compete to provide findrssavices in the U.S. RCFIs
have historically sought to differentiate themsslaad create account holder loyalty by providintalized, in-branch banking services and
serving as centers of commerce and influence iin teenmunities. However, account holders incredgieggage with their financial services
providers across digital channels rather than ysiglal branches, making it easier for account hsltie access competitive financial services
and harder for RCFIs to maintain account holdealkyy Innovation in financial services technologitee proliferation of mobile and tablet
devices and evolving consumer expectations for mmoded intuitive user experiences are pressuringIR@ deliver advanced virtual banking
services to successfully compete and grow.

RCFIs, unlike larger national banks, typically agterwithout all of the resources and personnelireduo effectively deploy, manage
and enhance their own internally-developed virhaiking offerings. In addition, RCFlIs are requitedpend increasing amounts of time and
money complying with rapidly changing federal atates rules and regulations and frequent examinatiyrregulatory agencies. As a result,
RCFIs are challenged to satisfy account holder egpiens and compete effectively in what has becaroemplex and dynamic environment.
These challenges often cause RCFIs to rely on dipahird-party and internally-developed poinitsons to deliver virtual banking services.
However, many of these solutions provide limiteatfiees and functionality or can be expensive and-intensive to implement, maintain and
upgrade.
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According to a January 2014 report published bye@tebntitled 1T Spending in Banking, A North American PerspectiW.S. financial
institutions are expected to spend $53.5 billio@045 on information technology, or IT. Of this amg, the report forecasts that these
institutions will spend approximately $13.8 billiom new initiatives, heavily focused on enhancimgjrtonline, mobile, tablet and other self-
service banking capabilities. Based on our cumpeices and virtual banking solutions, we believat the RCFI market is greater than
$3.5 billion annually. Our current RCFI customezpresent less than 3% of the 12,994 federally-eds®CFlIs in the U.S. with less than
$50 billion in assets. We believe we can capturmareasing portion of the IT spend among RCFlwagontinue to grow our customer base
and introduce new solutions.

Our software-as-a-service, or SaaS, delivery msdgdsigned to scale with our customers as theyaaddunt holders on our solutions
and expand the breadth of virtual banking servikey offer. Our SaaS delivery model is also desigioereduce the cost and complexity of
implementing, maintaining and enhancing the virtimtking services our RCFI customers provide to eiezount holders. RCFIs can
configure our solutions to function in a mannett ikaonsistent with their specific workflows, pesses and controls and personalize the
experiences they deliver to their account holdgrextending the services and local character of branches across digital channels.

We primarily sell subscriptions to our cloud-basetltions through our direct sales organization edgnize the related revenues over
the terms of our customer agreements. The inéiahtof our customer agreements averages over éaesyalthough it varies by customer. Oui
revenues increase as we add new customers aratidélbnal solutions to existing customers andwascastomers increase the number of
account holders on our solutions. We earn additimmeenues based on the number of transactionsatitatunt holders perform on our virtual
banking solutions. We support the efforts of olesarganization through a network of key refepaitners, such as the American Bankers
Association, National Association of Federal Créttiions, and Western Independent Bankers.

As of December 31, 2014 , we had over 360 customitihsmore than 4.3 million retail and commerciakts registered on our solutions,
and these registered users executed over $26anhitlifinancial transactions with our solutionsidgr2014 , compared with over 330
customers as of December 31, 2013, whose 3.1 miligistered users executed over $200 billionriarftial transactions on our solutions
during 2013. As we have grown our customer basetiwe, the size of our customers has also incoea3ar current RCFI customers are in
47 states and include Camden National Bank, Comm@aink (Los Angeles, CA), Eli Lilly Federal Credlinion, First Financial Bank
(Cincinnati, OH), Heartland Financial, Peoples Bahklabama, Rockland Trust Company, Umpqua Baniitddl Heritage Credit Union and
Urban Partnership Bank.

We have achieved significant growth since our itioep We had total revenues of $79.1 million , $6@illion and $41.1 million in
2014 , 2013 and 2012 , respectively. We seek tpateand grow our customer relationships by progdionsistent, high-quality
implementation and customer support services wivielbelieve drives higher customer retention anceimental sales opportunities within our
existing customer base.

We have invested, and intend to continue to intesirow our business by expanding our sales anéletiag activities, developing new
solutions, enhancing our existing solutions antiniéal infrastructure and scaling our operationg. Weurred net losses of $19.6 million ,
$17.9 million and $8.8 million in 2014 , 2013 ar@l2 , respectively.

We were incorporated in March 2005 in the statBelware under the name CBG Holdings, Inc. We ghdrour name to Q2
Holdings, Inc. in March 2013. We are headquartémeustin, Texas, and our principal executive afcare located at 13785 Research Blvd,
Suite 150, Austin, Texas 78750. Our telephone nunsh®12) 275-0072.

Industry Background
RCFIs are a substantial and critical part of the eaomy

Regional and community banks and credit unions ietthk than $50 billion in assets comprised 12,9934e13,031 federally-insured
financial institutions in the U.S., as of Septem®@r 2014, according to data compiled by BauerFrgnFurther, banking institutions and
credit unions with less than $50 billion in asdeid assets of $4.5 trillion and $1.1 trillion, resfively, as of September 30, 2014, according tc
BauerFinancial.

The U.S. financial services market is intensely petitive, and RCFls have historically sought tdatiéntiate themselves by providing
local, personalized banking services that are mesige to the changing needs and circumstanceewfdbmmunities. Many RCFIs are locally-
owned and obtain deposits and make lending decigiara local basis. As a result, RCFIs often devstmng, lasting relationships with their
account holders and serve as centers of commecdcimffunence in their communities. According to d@2@eport from the Small Business
Administration, small businesses (typically thasgédpendent businesses with fewer than 500 emplpiiegs generated 60% of all net new
jobs in the U.S. since m-2013, and according to FDIC data as of Septembe2@14, RCFIs underwrote approximately 76% ofcahs to
these businesses during the first nine months H420
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RCFIs must respond to innovations in bankir

According to a 2012 survey conducted by the InddpahCommunity Bankers of America and a 2012 refpom the National Credit
Union Administration, approximately 96% of U.S. Barand 71% of U.S. credit unions offer online baglkservices to their retail and
commercial account holders. Account holders hageeasingly come to expect and rely upon a widegeast online banking services to meet
their banking needs. For example, 72% of U.S. adurk expected to utilize online banking servige2@l7 according to a report titled Trends
2014: North American Digital Banking published byrfester Research, Inc. on April 22, 2014. By pding online account access and other
virtual banking services, financial institutiongable to better engage with and sell more procaradisservices to their account holders throug
digital channels. To appeal to those account hsldéro utilize virtual banking services, RCFIs mdisliver robust virtual banking capabilities
that allow account holders to seamlessly transibietween physical branches and digital channels.

Financial service providers are innovating and exjpag the virtual banking services they offer. écent years, virtual banking services
have grown beyond simple account access to vieanbak and pay bills, to more advanced self-sefeateres such as remote check deposit,
peer-to-peer payments and online loan applicatimhagpproval. To remain competitive, RCFIs must kegqe with the innovation in the
financial services industry by frequently enhandimg quality and scope of the virtual banking seesithey offer.

The proliferation of mobile and tablet devices arglolving consumer expectations for modern and iivg user experiences increase the
challenges of offering virtual banking solutions

The proliferation of smart mobile and tablet desiegpands the channels through which account totder perform virtual banking
activities, decreasing the need to visit physieallbbranches. The accelerating adoption of thegeekeand the extension of virtual banking
services to new devices are making it increasidgficult to provide a consistent, intuitive andrpenalized user experience and driving the
need to provide virtual banking solutions that suppew and rapidly changing mobile operating systand device types. The technical and
operational complexities of delivering integratédual banking services across multiple operatiygfems and devices increases the difficulty
of providing a consistent, intuitive and persorediziser experience.

Prominent consumer brands such as Amazon, Goodl&letilix are continually innovating and shapingisomer expectations by
delivering modern, intuitive user experiences aenigital channels. We believe the frequency andtthn with which consumers visit a
website or mobile application is heavily influendgdthe quality and ease-of-use of the user expegieAs a result, RCFIs must deliver
compelling user experiences to satisfy accountdradadpectations and increase account holder layalty

Security is of paramount importance in virtual bairg

The risks of theft and fraud have always existedanking. However, as the adoption and use ofalithanking services has increased,
the incidence of fraud and theft in digital chasnehs grown substantially. For example, accordirey Eebruary 2014 report by Javelin Stra
& Research, fraud resulting from account takeotaics affected 43% more consumers in 2013 tha@ 26l losses therefrom exceeded $5
billion in 2013. In December 2014, Internationat®&orporation predicted that global financial itasitons will spend $2.8 billion by 2016 on
fraud and financial crimes analytics software agvises. In addition, according to a 2014 reporieyizon Communications Inc., or Verizon,
financial services companies accounted for 34%l aeaurity incidents with confirmed victims of dabss in 2013, which was more than two
times the public sector, the next highest indusatggory.

The methods by which criminals seek to commit fratelconstantly changing, requiring financial igions to continually modify their
security strategies. In addition, safeguarding R&#é account holder funds and information become®asingly complex as virtual banking
services grow and extend across new channels ancede

Market dynamics are driving demand for thi-party solutions

RCFls, unlike larger national banks, typically aderwithout all of the resources and personnelireduo effectively deploy, manage,
and enhance their own internally-developed virbaaiking service offerings. Following the passagthefDodd-Frank Wall Street Reform and
Consumer Protection Act and the increased rule-nga&ind examination efforts imposed by federal datksegulatory officials, RCFIs are
having to commit additional time and resourcesaimpliance matters. As a result, RCFIs are challengeperate successfully in what has
become a complex and dynamic environment.

These market dynamics are driving greater demarahgrRCFIs for modern, intuitive virtual banking stibns from leading third-party
providers. According to a January 2014 report paiigld by Celent entitledlT Spending in Banking, A North American Perspecti.S.
financial institutions are expected to spend $88I®n in 2015 on IT. Of this amount, the repastécasts that these institutions will spend
approximately $13.8 billion on new initiatives, kég focused on enhancing
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their online, mobile, tablet and other self-senbiemking capabilities. Based on our current prares virtual banking solutions, we believe that
the RCFI market is greater than $3.5 billion anlyu@ls RCFIs continue to embrace virtual bankigyt will need partners who can help then
maintain and enhance the level of personalizatiey tan deliver to their account holders in anretfmcontinue to differentiate themselves.
We believe we can capture an increasing portich@imarket for RCFI spend on IT, and in partictiteir spend on new initiatives, as we
continue to broaden the scope of our virtual bagpkiolutions by identifying additional solutions thll further benefit and grow our RCFI
customers' account holder bases.

Organizations are increasingly transitioning to S&gproviders

Many organizations are transitioning from solutievisich are deployed on-premises under a traditientdrprise license arrangement to
cloud-based solutions offered under a SaaS modebréling to a study entitled “Forecast OverviewblRuCloud Services, Worldwide, 2014
Update” by Ed Anderson, which was published by @&arbn September 9, 2014, 78% of organizationsdtiiat they plan to increase
spending on cloud services through 2017. SaaSisetutan provide a number of benefits to RCFIshsasclower costs of ownership and
operation, improved performance and integratioaatar flexibility and scalability, easier deployrhehupgrades and enhancements and
efficient compliance with regulatory requirementsaddition, legacy systems cannot easily handidrttroduction of new channels and
devices, resulting in ongoing costly and time comisig work to keep pace with rapid technology inrtamma

Traditional virtual banking systems have limitatien

Many traditional virtual banking systems were anagly developed over a decade ago to address ke dyme of account holder or
specific digital channel such as voice banking.sehgystems can create the following challengeR@¥¥ls:

« integrating applications and digital channetsrirmultiple vendors may increase an RCFI's implgatam costs, time-to-market or
both;

« managing relationships with multiple vendors mayraee time consuming and require greater manageimigastructure

 operating, supporting and upgrading systems frortipheivendors can be difficult, costly and lessuge and generally do not provi
for a unified user experience or a comprehensige/ \df an account holder; and

« training account holders and internal persoonehe use of different point systems can be chgiiegy, timeeonsuming and cost

The use of multiple point systems for virtual bartkcan require account holders to maintain diffelegin credentials for their retail and
commercial accounts across digital channels and kad understand different systems. Additionahg, disjointed nature of the underlying
workflows, data and terminology caused by the im@atation of multiple solutions can lead to decedasccount holder adoption, retention
and satisfaction. Account holders' adoption, rébanand satisfaction can be adversely impactedeydated user interfaces of older legacy
systems.

We believe innovation in financial services teclugi¢s, the proliferation of mobile and tablet degi@and evolving consumer
expectations for modern and intuitive user expeesncombined with the limitations of traditiongb®ems, create a significant opportunity for
a SaasS provider to address the challenges RCHsafathey seek to increase their level of engagewidmaccount holders across digital
channels and drive account holder loyalty. We belignis opportunity creates a substantial and grgwmarket for cloud-based virtual banking
solutions that deliver modern, intuitive self-seevbanking capabilities with a compelling and peediaed user experience across digital
channels and devices, while complying with regulatequirements and safeguarding RCFIs and themwatt holders from fraud and theft.

Our Solutions

We provide secure, compliant cloud-based softwaltisns designed to enable RCFIs to grow theipaaot holder bases and increase
their profitability and market share by leveragthg power of virtual banking. Our solutions areeafthe most frequent point of interaction
between our RCFI customers and their account halder such, we purpose-built our solutions to aelar compelling, consistent user
experience across digital channels and devicemqting account holder acquisition and retention eme@iting incremental sales opportunities.
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Key Attributes

Our virtual banking solutions include the followikgy attributes:

Common platform:Our solutions all operate on a common platform sheports the delivery of unified virtual bankirengces acros
online, mobile, voice and tablet channels. Ourfptat provides a single point of management enaldR@gr|s to deliver targeted
experiences including tailored rights, features larahding to account holders.

Tablet-first design:We initially design the features and user expegesfoour solutions to be optimized for touch-batsdadet devices
and then extend that design to other digital chisniidis design process and the broad featurevadahle in our common platform
enable our solutions to deliver a modern, unifisdriexperience across digital channels.

Comprehensive view of account holde@ur cloud-based solutions and common platform plewur RCFI customers with a
comprehensive view of account holder access andtgacross devices and channels. The understgratid analysis made possible
by this comprehensive view enable an enhancedopalized user experience, real-time risk and fraagkssment and other analytic
features that improve the utility of our solutions.

Flexible integration: We have developed a highly flexible set of inteigratools, enabling the rapid integration of thpdrty
applications and data sources. This large settefrially-developed integration tools connects weitler 190 third-party applications,
allowing us to seamlessly integrate with RCFIiinal and third-party systems such as accountcgryvpayments and imaging.

SaaS delivery modeWe developed our solutions to be cloud-based, antlagt our solutions for substantially all of ol @R
customers. Our customers subscribe and pay fardkeiof our solutions over time, and our solutidasiot require our customers to
install any significant technical infrastructure.

Regulatory complianceOur solutions leverage our deep domain expertidetam significant investments we have made in tségh
and development of our data center architectureostmet technical infrastructure to meet the stimigeecurity and technical
regulations applicable to financial institutions.

Security: Our solutions provide both behavioral analytiod @olicy-based decision prompts to identify susprmsactions and allow
RCFI administrators to analyze transaction activity

Key Benefits

We believe our solutions provide the following Kesnefits to our RCFI customers and their accoultdrs:

Delivery of robust virtual banking services acroggital channels:Our cloud-based solutions enable our RCFI customoedgliver
robust and integrated virtual banking serviced@rtaccount holders who increasingly expect amqteapate the freedom to bank
anytime, anywhere and on any device. Through desing-in and consistent workflow, users are ablsdamlessly conduct retail and
commercial transactions across digital channelsdanites.

Improved and more frequent engagement with accotiotders: The breadth of our virtual banking solutions andliy of the user
experience they provide enable our RCFI custoneirscrease the frequency and effectiveness of ihigractions with account
holders. Our customers interact significantly moneaverage with account holders through our saisttban in physical branches. -
frequency of these interactions can strengthenela¢ionships between account holders and our RG8tomers and help our
customers gain a better understanding of the behawd activities of their account holders to betrve them.

Drive account holder loyaltyWe believe our RCFI customers are able to driveaatholder loyalty by increasing their level of
engagement with account holders and consolidatieiy virtual banking activities on a single platfoacross devices and digital
channels. Our customers are also able to tailosolutions by offering individually relevant funetiality as well as branded, localized
user experiences. We believe this further stremgthayalty by extending account holders' emotidieal to local branches into digital
channels.

More effective marketing of products and serviciOur customers' marketing of their new and exisfimgducts and services through
our solutions can be more frequent, timely andetd than through traditional advertising. The easkavailability of
communications within these virtual channels algdenit easier for account holders to find informatabout products and services
whenever needed.
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Reaktime security:Our integrated Q2 Risk & Fraud Analytics offerintpais our customers to better identify suspectvétots and
protect against fraud and theft by monitoring andarstanding the behavior and activities of theaoaint holders across channels.
Customers leveraging our Risk & Fraud Analyticausioh are blocking suspected fraudulent activityaal-time at the application
layer and notifying operations staff and accoundérs of suspect transactions prior to funds legtfire financial institution. By
approaching security in this and other ways, ostamers can better safeguard their account hotdetshemselves, reducing risk and
protecting their reputations.

Lower total cost of ownershifOur SaaS delivery model can reduce the total dostvaership of our customers by providing on a
subscription basis the development, implementatidagration, maintenance, monitoring and suppbauo cloud-based
solutions. Our common platform is designed to sufpihe rapid addition of new services as well asittiroduction of new
devices and digital channels. As a result, ourausts can easily and cost-effectively scale theofiserr solutions with their
needs as they add account holders and registeeesl arsd expand the virtual banking services thégr.of

Facilitate regulatory complianceCustomers who use our cloud-based solutions aectalsiatisfy security and technical compliance
obligations by relying on the security programs eegllatory certification of our data centers attteotechnical infrastructure. By
doing so, our customers eliminate significant @rst effort associated with building, maintainingl aqpgrading a regulatory-
compliant environment on their own.

Our Business Strengths

Since our inception, our mission has been to heffRCFI customers succeed and strengthen the coitiesuthey serve. As a result, we
have remained focused on designing and developingiens that help them respond to the unique ehgks they face. We believe our posi
as a leading provider of virtual banking solutidm®ur RCFI customers stems from the followingrsgtas:

Our purpose-built solutions lead the RCFI virtualdmking market: We built our solutions to address the unique chalis that RCF
face in providing virtual banking services. Our aoon platform was created to support the proliferatif mobile and tablet devices
and the speed at which their use has become a comparbof daily life. Our platform reduces the ifiig&ncies of traditional point-to-
point integration strategies and replaces multipdmagement consoles with a single unified viewhefrules, rights and security
involved with operating seamlessly across digitermels. Our solutions enable our RCFI customepsadeide a compelling, unified
user experience to retail and commercial accoulateh® using a single login anywhere, anytime andmndevice.

We have a proven track record in the markets wevse®ur founders and management have a track recadoskssfully building
banking technology companies. In addition, our exy@és have deep domain expertise in financial gesvénd community banking.
We utilize this deep industry-specific experienzeltive our continued growth and success.

Our customer acquisition model is focused and effiat: We focus our customer acquisition efforts exclulsiam RCFIs. This
market opportunity drives our targeted go-to-mastedtegy which allows us to effectively direct @ates and marketing efforts.
Utilizing the deep industry experience of our maragnt and sales teams, we are able to leveragelationships with leaders and
influencers at many RCFIs as valuable sourcesfefarce and promotion. As a result, our sales psid@als are typically able to
identify opportunities early and often reduce salgde time.

We grow our customer relationships over timEhroughout our long-term customer relationships gwgploy a structured strategy
designed to inform, educate and enhance customéideace and help our customers identify and imgletadditional solutions
designed to benefit and grow their account holdeeb.

Our revenues are highly predictabl®Ve generally recognize our revenues over the tefrosir customer agreements. The initial t¢
of our customer agreements averages over five yalineugh it varies by customer. Our long-termeagnents and our high customer
retention, as well as the growth over time in thenber of account holders using our solutions, difieerecurring nature of our
revenues and provide us with significant visibilityo future revenues. Furthermore, we believeaustomer services model drives
high retention rates and incremental sales of olutisns.

Our award-winning culture drives innovation and ctiamer successVe believe our award-winning, innovation-focusetture and
the location of our operations facilitate recrugtiand retaining top development, integration arsigihetalent. We are headquartered ir
Austin, Texas which is a vibrant city that contiaue attract an increasing
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number of young professionals and has close tisatting research institutions. In each of the frastyears, the Austin American
Statesman recognized us as one of Austin's "TageRle Work." Our mission, combined with our foomsdelivering cloud-based
virtual banking solutions to RCFIs, continue to lgleaus to attract and retain top talent.

Our Growth Strategy

We intend to continue to expand our position e=aaing provider of cloud-based virtual banking sohs to RCFIs. To accomplish this
goal, we are pursuing the following growth stragsgi

 Further penetrate our large market opportunityi/e believe RCFIs are increasingly adopting clousebavirtual banking solutions.
Our current customers represent less than 3% df2t894 federally-insured RCFls in the U.S. witksl¢han $50 billion in assets. We
intend to further penetrate our large market opputy and increase our number of RCFI customeiautiin investments in our sales
and marketing organization and related activities.

« Grow revenues by expanding our relationships witkisting customersWe believe there is significant opportunity to exgaur
relationships with existing customers by sellingitidnal solutions such as mobility applicatioresmiote check deposit and mobile bill
payment. In addition, our revenues from existingtomers continue to grow as these customers iretbasnumber of account hold
on our solutions and as the number of transactimese account holders perform on our solutionsaszs.

« Continue to expand our solutions and enhance ouatfbrm: We believe our history of innovation distinguishessin the market, and
we intend to continue to invest in our softwareelepment efforts and introduce new solutions thatargely informed by and
aligned with the business objectives of our exgsind new customers. For example, we recently a@@@reasury, which is
designed to support RCFIs in their efforts to attemd retain larger commercial accountslditionally, we successfully leveraged ¢
common platform and integration capabilities whéctabled us to derive rich analytics and build amolaly our Risk & Fraud
Analytics offering, which has been adopted by a48%6 of our customers. We plan to continue to expgamdanalytics capabilities ai
leverage the data generated on our common platioforther support the strategic initiatives of existing and new customers.

 Further develop our partner relationshipdiVe establish key partner relationships with indusgading providers to optimize our go-
to-market strategy and enhance the value of otffiopta. Our partners typically inform, educate amicect RCFIs with the services
and solutions required to deliver new and innowatachnology to their account holders. We plaret@tage our partner ecosystem
and cultivate new partner relationships, such agpattnerships with the American Banking Associatidational Association of
Federal Credit Unions, and Western Independent &anko increase the awareness of our solutions.

 Selectively pursue acquisitions and strategic inwesnts:In addition to continuing to develop our solutimrganically, we regularly
evaluate strategic opportunities and anticipatewleawill selectively pursue acquisitions of andhtgic investments in businesses
technologies that will strengthen and expand théufes and functionality of our solutions or pr@satcess to new customers.

The Q2 Solutions

Our solutions allow RCFIs to offer a comprehensiad unified suite of virtual banking services teitraccount holders. We internally
designed and developed our solutions around a conmiatform that integrates our solutions with eattter and RCFIs' other internal and
third-party systems and enables virtual bankingises to extend across online, mobile, voice abtetachannels. Our common platform
architecture, deep integration with other systentsthe multi-tenant aspects of our infrastructergble us to develop solutions that allow our
customers to harness the power of the informatibninvtheir other systems to gain greater insigtnd to improve the overall security of their
account holders and themselves.

Our common platform is deployed with the initiasiallation of our solutions and provides our custostwith the following benefits:

« single-login and multiayered security across channels and de\
» deep integration with numerous other interna tmrd-party systems within RCF
« single interface to an RCFI's core transaction @seing syster

« unified user experience and consistent workfloasgliages and da
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« more rapid configurability, development and depleyitnof new features and functionality;

« comprehensive view of account holder activity asrdsannels and devic

We leverage the benefits of our common platformprtavide our customers the following solutions:

Q2online: Q2online is our browser-based virtual banking Botu Q2online leverages the integration and obfesTefits of our common
platform to securely deliver comprehensive RCFIRbied virtual banking capabilities such as accooogss, check balancing, funds transfers,
bill pay, processing recurring payments, statenaewing and new products and service applicati@Q®online also supports single and batch
ACH processing, payroll, state and federal tax payisiand domestic and international wires. Q2oradlse provides our customers with
management functionality such as account holderllement, password management, permissions, rightsagement, reports, integrated
security as well as feature assignment for onlimehile, voice and tablet banking.

Q2 Risk & Fraud Analytics: Q2 Risk & Fraud Analytics is our real-time secpanalytics solution designed to help our custordetsct
and block suspect transactions within our virtuadhing solutions. Q2 Risk & Fraud Analytics prosdeoth behavioral analytics and policy-
based decision prompts for RCFI administrators. €alution continuously learns account holder betvawvhile providing an analysis of
transaction activity via easy-to-use case managetoels supporting either the authorization oriniption of transactions.

Q2 Treasury:Q2 Treasury is designed to support RCFls in thi&irts to attract and retain larger commercial astts. Using Q2
Treasury, business accounts can more effectivehagmhigher volume and more complex transactiongdtyicting transactions based on
accounts, subsidiaries, approval levels, user rdie and time as well as geographic locatioadufition, Q2 Treasury supports more
advanced information reporting designed to help R@Eliver key business information to their comamgraccount holders.

Q2mobility App: Q2mobility App is our mobile and tablet virtualrd@ng solution. With Q2mobility App, retail and conercial account
holders can access, engage and complete bankimggattéions such as adding and managing payeedetnamg funds, executing single or
recurring payments for multiple bank accounts, wpe-statements or check images and managing gémaral banking services from their
Apple iOS or Androidenabled mobile or tablet device. Q2mobility Appautiee native functionality of mobile and tablet eg, such as touc
camera and geo-location to enhance the virtualibgréxperience of account holders.

Q2mobile Remote Deposit Captur€2mobile Remote Deposit Capture is a partneradtisal that allows remote check deposit capture
utilizing account holders' camera-ready mobile taidet devices.

Q2text: Q2text is our mobile solution designed to enaplecsic virtual banking activities through the temessaging function of the
device. Q2text provides self-service banking toact holders without the use of an app. Q2text kmsadccount holders to check account
balances, review transaction histories, transfed$ubetween accounts and manage alert and natficaessaging to their mobile device.

Q2voice: Q2voice is our voice-based solution for telephoiéith Q2voice account holders can use their tiawitl telephone or mobile
phones to conduct voice banking such as checkiogust balances and transfers. Q2voice also enablesustomers to provide alerts,
notification, security and completion of an onlinéiated transaction to their account holders.

Q2themes: Q2themes is a personalization solution for Q2@ntinstomers. RCFIs can use Q2themes to custondirevitiual banking
services through personal, local, loyalty- and ende-specific themes, such as language preferdiooéstyles and designs specific to our
customers' account holders.

Q2clarity: QZ2clarity is our analytics solution for our Q2amdicustomers. Q2clarity leverages cross-channelatat security analysis to
provide our customers' executives with a view of gerformance indicators, such as solution perfoiceautilization and account holder
interactions.

Implementation and Customer Support

We seek to deepen and grow our customer relatipadlyi providing consistent, high-quality implemeimta and customer support
services which we believe drive higher customernédn and incremental sales opportunities withinexisting customer base. We structure
our implementation teams to effectively collabonatth the management and technology teams of ostomers ensuring the rapid deploymen
and effective utilization of our solutions. Our ilementation teams develop and execute a coordima@dmentation plan for our customers
centered around five key phases: initiation, canfigjon, application testing, limited productiordgeroduction.
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Our customer support personnel serve the comprateesigpport-related needs of our customers. Duleadighlyfegulated and compl
nature of the financial services industry, our iempéntation and customer support service teamsdaed by highly-trained, in-house resources
who are knowledgeable about our solutions anddfalatory environment in which our customers opgerat

Partner Offerings

The flexible nature of our common platform allowssta build rapid integrations with RCFIs' interaald third-party systems to support
account holder activities and RCFI processes. Ollityato integrate with these systems enablesomstomers to offer a comprehensive set of
retail and commercial functionality to their accotinlders such as bill payment, personal financeagament, online account opening and
secure browsing while providing the RCFI a singlwof the RCFI's activities and processes sudfisksnanagement, fraud detection and
account reconciliation. This level of visibility @bles our RCFI customers to evaluate the overidieficy of their virtual banking offerings.

Sales and Marketing

Our sales and marketing organization is respon$§ilblgrowing our customer base and maintainingexphnding relationships with our
existing customers. We sell our virtual bankingu§ohs mainly through our direct sales organizatioar direct sales organization consists of
experienced sales professionals who are organasedbon several different criteria including gepbsa account size, type of financial
institution and whether a prospect is a new ortexjscustomer. Our sales representatives are stggpby our solutions consulting and sales
operations teams.

Our marketing team complements our sales organiz#tirough lead generation, brand building, anakisttions and industry research.
Our target market is well-defined due to the retpilaclassifications of financial institutions. Asresult we are able to target our marketing
efforts on RCFIs. We focus our marketing effortsmmaustry-specific tradeshows, publications andtdignewsletters as well as referral
agreements with strategic industry partners. Oukateng team also conducts primary research to@tmur industry thought leadership and
to identify emerging trends in account holder bétwa&nd virtual banking activities. Our marketingpgrams target RCFI technology, finance,
operations and marketing executives as well aosbénsiness leaders.

Research and Development

Our focus on innovation has fueled our growth amabées us to provide our customers unified clousedavirtual banking solutions built
on a common platform. We allocate significant reses to developing and improving our platform airtlal banking solutions to meet our
customers' evolving virtual banking needs. We nosrand test our solutions regularly, and we mamgadisciplined release process to enh
our existing solutions and introduce new capabiditivithout interrupting service delivery. We foll@tate-of-the-art practices in software
development and design, including using modernnamgiing languages, data storage systems and othlsr ©ur multi-tiered architecture
enables us to scale, add and modify features quickiesponse to changing market dynamics, custom@eds and regulatory requirements.
platform was engineered to support rapid develograed deployment of new features to address RC&dsan the market. We also enable
RCFIs to address their market-specific needs visegtension and integration frameworks which isg &spect of our technology strategy.
Workflows and features that we deliver include awdted enroliment, product specific payment workB8olean origination, "save-the-change"
programs, targeted marketing and new account ogenin

Our research and development expenses were $1Bdnmi$9.0 million and $5.3 million for the yeaesided December 31, 2014 , 2013
and 2012 , respectively.

Technology and Operations

Due to the highly regulated nature of the finanseivices industry, our platform combines both irteltant and single instance aspects.
This structure is designed to maximize accountérotthta security and minimize compliance cost &idrOur solutions utilize a multi-tiered
architecture that allows for scalability, operatibsimplicity, security and disaster recovery. Viéédnalso developed an internal operations an
analytics platform that aggregates and leverags®mer instance and account holder experience regpwithin our solutions to drive future
innovation and scale.

We serve our customers from two secure, third-pdmyerican National Standards Institute Tier 4 dagater facilities, one located in
Carrollton, Texas and the other located in Austiexas. Both data centers are operated by the dardearty provider. We believe that our
current data centers have sufficient capacity tetroar anticipated growth for the foreseeable Ritédthough we utilize a third-party to
manage our data center facilities, we manage trévzae and software on which our solutions opefte.utilize industry standard hardware
in resilient configurations to minimize servicednuptions. We have also purchased a private lid6tR address space to simplify and expe
our disaster recovery management operations focastomers.
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Our solutions have had average monthly uptimeséess of 99.8% since January 2012. We actively tapaur infrastructure 24x7 for
any sign of failure, and we seek to take preemgtteon to minimize and prevent downtime. Our dagaters employ advanced measures to
ensure physical integrity and security, includiedundant power from multiple substations and cgaiystems, fire and flood prevention
mechanisms, continual security coverage and bidonetaders at entry points as well as perimetentary security measures. We have also
implemented extensive disaster recovery measuksa@ttinue to invest in data center and other teahimfrastructure.

All users are authenticated, authorized and vaiidefore they can access our solutions. Usersimustat a minimum, a valid user ID
and associated password. Many of our customersaigdoy other authentication methods such as cbtofl one-time password delivery to
log on to our solutions and hardware cryptograpkens to authorize transactions. Our layered #gauodel allows different groups of users
to have different levels of access to our soluti@sr solutions' vulnerability is tested using mi& tools prior to release, and an independent
third party performs penetration and vulnerabilégts on our solutions periodically.

Intellectual Property

We rely on a combination of patent, trademark,arsglcrets and copyright laws, as well as confidétytiprocedures and contractual
restrictions, to establish, maintain and protectmoprietary rights. As of December 31, 2014 ,had two issued patents and one patent
application pending in the U.S. Our issued patehtch expires in March 2028, relates to our intlel property created to address techno
integration challenges for community banks anditrgdons. We use the software components and rdstblaimed in this patent to access th
data from several different types of RCFIs andllmnaus to deliver our online, mobile, tablet, veiand text solutions to their account holders
without having to individually integrate each sautwith each RCFI's data. Despite substantialstment in research and development
activities, we have not focused on patents anchpafgplications historically. We license third-pattchnologies, such as bill pay technologies
that are incorporated into some of our solutions.

The efforts we have taken to protect our intellatproperty rights may not be sufficient or effgetilt may be possible for other parties
to copy or otherwise obtain and use the contenuofolutions without authorization. Failure tofex our proprietary rights adequately could
significantly harm our competitive position and ogieng results.

Companies in the Internet and technology industeed other patent and trademark holders seekipgpfit from royalties in connection
with grants of licenses, own large numbers of gatezopyrights, trademarks and trade secrets aogiéntly enter into litigation based on
allegations of infringement or other violationsiutiellectual property rights. We have receivedha past, and will likely in the future, receive
notices that claim we have misappropriated or neidusther parties' intellectual property rights. feheay be intellectual property rights held
by others, including issued or pending patentsteadbmarks that cover significant aspects of olutems. Any intellectual property claim
against us, regardless of merit, could be time wmirsg and expensive to settle or litigate and calivgrt our management's attention and @
resources. These claims could also subject ugtifisiant liability for damages and could resultoar having to stop using solutions found to
be in violation of another party's rights. We migletrequired or may opt to seek a license for sightintellectual property held by others,
which may not be available on commercially reaststdrms, or at all. Even if a license is availalle could be required to pay significant
royalties, which would increase our operating exgsn\We may also be required to develop alternativeinfringing solutions, which could
require significant effort and expense and whichmas not be able to perform efficiently or at #ilkwe cannot license the intellectual property
at issue or develop non-infringing solutions foy atlegedly infringing aspect of our business, wayrbe unable to compete effectively.

Our Competition

The market for virtual banking solutions is higlalympetitive. We compete with point solution vendansl core processing vendors, as
well as internally-developed solutions. We beliévat our deep industry expertise, reputation fersistent, high-quality customer support and
our comprehensive and unified cloud-based virtaalking solutions that extend across online, moidge and tablet channels and devices ir
a secure compliant manner distinguish us from tmepetition.

We currently compete with providers of technologg aervices in the financial services industryluding point system vendors and
core processing vendors, as well as systems itiedeveloped by RCFIs. We have a number of pojstean competitors, including Digital
Insight Corporation (acquired by NCR Corporatidfiyst Data Corporation and ACI Worldwide, Inc. iretonline, consumer and small
business banking space and Fundtech Ltd., ACI Wadlel, Inc., Clear2Pay NV/SA and Bottomline Techmys (de), Inc. in the commercial
banking space. We also compete with core proces®indors that provide systems and services sutfsasy, Inc., Jack Henry and Associa
Inc. and Fidelity National Information Services¢lMany of our competitors have significantly méirencial, technical, marketing and other
resources than we have, may devote greater resotartiee promotion, sale and support of their sgstthan we can, have more extensive
customer bases

12




Table of Contents

and broader customer relationships than we havdane longer operating histories and greater naoagnition than we have. In addition,
many of our competitors expend a greater amoufurafs on research and development.

Although we compete with point system vendors aore processing vendors, we also partner with sdrfeege vendors for certain data
and services utilized in our solutions and recegferrals from them. In addition, certain RCFIs &av can obtain the ability to create their
in-house systems, and while many of these systamws dhifficulties scaling and providing an integchf#atform, we still face challenges
displacing in-house systems and retaining custothetschoose to develop an in-house system.

We believe the principal competitive factors in auarket include the following:

« alignment with the mission of the RCF

* ability to provide a single platform for retail andmmercial account holde

« functionality across online, mobile, voice and &ldhannel:

 cloudbased technology platform and pricing mo

« ability to quickly integrate with thirgharty applications and systel

 ease of use of the interface, view and login ttuairbanking services across chant

« design of the account holder experience, indganodern, intuitive and touatentric feature:
« configurability and RCFI branding capabiliti

« familiarity of workflows and terminology and feese-ondemand functionalit

« integrated multlayered security and compliance of solutions withulatory requiremen
« quality of implementation, integration and sups®@tvices

« domain expertise and innovation in banking techgw

« ability to innovate and respond to customer neeagglly; anc

« rate of development, deployment and enhancemesuftfare

We believe that we compete favorably with respethése factors within the RCFI market for virtbahking solutions, but we expect
competition to continue and increase as existimgpeitors continue to evolve their offerings andhas companies enter our market. Many of
our competitors have substantially greater findntgghnical and other resources and have grdatebility in bundling and pricing competing
solutions. To remain competitive, we believe we nuaestinue to invest in research and developmaitgssand marketing, customer support
and our business operations generally.

Employees

As of December 31, 2014 , we had 501 employeksf alhich are located in the U.S. We consider cunrent relationship with our
employees to be good. None of our employees aresepted by a labor union or are a party to a cible bargaining agreement.

Culture

Since our inception, our culture has been rootezlimmission to help our RCFI customers be moreessful and better serve their
communities. We believe our passion, dedicationammitment towards this mission is a significaiffedentiator for us with RCFls and our
employees. We share our culture through our custameractions, employee functions and collabomtnd educational customer events like
our client conference, user groups and collabandticus groups. In each of the past four yearsAtstin American Statesman recognized us
as one of Austin's "Top Places to Work," and apipnaxely 50% of our newly-hired employees in 2014evwe=ferred by existing employees.
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Presented with regular opportunities to help RCrase successfully compete and grow, we seek ous weagnhance our culture and our
ability to make a difference for our customers #rar account holders. Our culture is visible asrosr organization and highlighted through a
host of initiatives, programs and committees intigdhe following:

» our employee led committees of culture, wellngssen, cares and communications help create tppies for employees to come
together around important causes to make a difterenthe work place and local communities;

* our project renaissance and project base caitigtives promote the hiring of broad and non-ttadial engineering and project
management talent;

e our emerging leaders management training progdamtifies and cultivates new and emerging leddprslent within our
organization; and

« our flexible work spaces promote a collaboragthigh-energy work environment and help facilitegam-based problem solving and
cross-departmental learning.

Government Regulation

As a technology service provider to banks and trgtdbns, we are not required to be chartered byQffice of the Comptroller of the
Currency, the Board of Governors of the FederabResSystem, the Federal Deposit Insurance Coiipardhe National Credit Union
Administration or other federal or state agendmed tegulate or supervise our customers and otieerders of financial services.

Our customers and prospects are subject to exeensid complex regulations and oversight by fedardlstate regulatory authorities.
These laws and regulations are constantly evolairdjaffect the conduct of our customers' operationk as a result, our business. For
instance, in 2010 the Dodd-Frank Wall Street Refanmd Consumer Protection Act, or the Dodd-Frank #eis enacted. The Dodd-Frank Act
introduced substantial reforms to the supervisioth @peration of the financial services industrgluding introducing changes that:

- affect the oversight and supervision of finananetitutions
« introduce more stringent regulatory capital requieats
< implement changes to corporate governance and xe@ompensation practices; :

* require significant rulenaking

The Dodd-Frank Act also established a new fedetatagency council called the Financial Stabilitye@ight Council, or FSOC, and a
new federal bureau called the Consumer Financ@kRtion Bureau, or CFPB. The FSOC monitors andsaes systemic risk to the safety of
the U.S. financial system and coordinates the astaf the various regulatory agencies on thosesssthe CFPB is empowered to conduct
rule-making and supervision related to, and enfoer of, federal consumer financial protection laWse Dodd-Frank Act has generated, anc
will continue to generate, numerous new regulatibas will impact the financial services industityis difficult to predict the extent to which
the Dodd-Frank Act, the FSOC, the CFPB or the tesutegulations will impact our business or thaibesses of our current and potential
customers.

Our solutions must enable our customers to comjily @ther applicable requirements such as the\faiig:

+ the Electronic Funds Transfer A

« the Electronic Signatures in Global and Nationain@terce Acl
- federal and state usury la\

» the Gramm-LeacBliley Act;

« laws against unfair, deceptive, or abusive acfzactices

« the Privacy of Consumer Financial Information regjioins

« the Guidance on Supervision of Technology Sernirewiders promulgated by the Federal Financialtlrtgins Examination Counc
or FFIEC;
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« the Guidance on Outsourcing Technology Servicesptgated by the FFIEC; a

« other state and local laws and regulati

We are subject to periodic examination by bankegutators under the authority of the FFIEC undefGtidance on the Supervision of
Technology Services Providers and the Gramm-LeditbyBAct of 1999, and other federal and state lalat apply to technology service
providers as a result of the services we providbédnstitutions they regulate. As an independectinology service provider, we are exami
by federal financial regulators on a rotating bashese examinations are based on guidance froffRHeC, which is a formal interagency
body empowered to prescribe uniform principleshdéads and report forms for the examination ofrfgial institutions and to make
recommendations to promote uniformity in the suisém of financial institutions. The examinatiorsver a wide variety of subjects, includi
our management, acquisition and development aeyisupport and delivery, IT audits, as well asdisaster preparedness and business
recovery planning. The banking regulators that mgkéhe FFIEC have broad supervisory authorityetoedy any shortcomings identified in
an examination. Following an examination, our ficiahinstitutions customers may request an exeewgiunmary of the examination through
their lead examination agency.

The Dodd-Frank Act granted the CFPB authority tmnpulgate rules and interpret certain federal corsuimancial protection laws,
some of which apply to the solutions we offer. émtain circumstances, the CFPB also has examinatidrsupervision powers with respect to
service providers who provide a material servica fmancial institution offering consumer finarigigoducts and services.

The compliance of our solutions with these requaeta depends on a variety of factors, includingftimetionality and design of our
solutions, the classification of our customers, #redmanner in which our customers and their adchbolders utilize our solutions. For
example, we are subject to the privacy and confidkty provisions of the Gramm-Leach-Bliley Actéits implementing regulations. In order
to comply with our obligations under these laws,ase required to implement operating policies amt@dures to protect the privacy and
security of our customers' and their account hgldeformation and to undergo periodic audits axah@nations.

Available Information

Our website address is https://g2ebanking.com.Abmual Report on Form 10-K, quarterly reports omnrd 0-Q, current reports on
Form 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934 are
available through the investor relations page ofioternet website free of charge as soon as reddppracticable after we electronically file
such material with, or furnish it to, the Secustand Exchange Commission ("SEC"). Our websitethadnformation contained therein or
connected thereto are not intended to be incorpdrato this Annual Report on Form ¥0-The public may read and copy any materials ‘&
with SEC at the SEG’Public Reference Room at 100 F Street, NE, Wa#tiin DC 20549. The public may obtain informationtbe operatio
of the Public Reference Room by calling the SEC-800-SEC-0330. In addition, the SEC maintainsra@rhet site (http://www.sec.gov) that
contains reports, proxy and information statemeansd, other information regarding issuers thatdlkctronically with the SEC.

Iltem 1A. Risk Factors.

Our business, prospects, financial condition, ofiegaresults and the trading price of our commarc&tcould be materially adversely
affected by any of the risks and uncertainties dlesd below, as well as other risks not currentiplwn to us or that are currently considered
immaterial. In assessing these risks, you showdd edfer to the other information contained in tAisnual Report on Form 10-K, including our
consolidated financial statements and related notes

Risks Related to Our Business

We have experienced rapid growth in recent perioidgjuding an increase in the size of our customeesd if we fail to manage our
growth effectively, we may be unable to execute business plan, maintain high levels of service atustomer satisfaction or adequate
address competitive challenges, and our financiarformance may be adversely affected.

Since our inception, our business has rapidly gramimich has resulted in large increases in our rarmobemployees, expansion of our
infrastructure, enhancement of our internal systantsother significant changes and additional cexifiés. Our revenues increased from
$41.1 million for the twelve months ended Decenr2012 to $56.9 million for the twelve months eddecember 31, 2013, and $79.1
million for the twelve months ended December 31,20While we intend to further expand our ovebaisiness, customer base, and number
employees, our recent growth rate is not necegsaril
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indicative of the growth that we will achieve iretfuture. The growth in our business generally,rnanagement of a growing workforce and
customer base geographically-dispersed across.®ealdd the stress of such growth on our interoiadrols and systems require substantial
management effort, infrastructure and operatioaphbilities. To support our growth, we must corgito improve our management resources
and our operational and financial controls andesyst and these improvements may increase our eepemnse than anticipated and result in
more complex business, and our failure to timely effectively implement these improvements couldehan adverse effect on our operations
and financial results. We will also have to antitgpthe necessary expansion of our relationshipagement, implementation, customer service
and other personnel to support our growth and aetiégh levels of customer service and satisfactamticularly as we sell to larger custon
that have heightened levels of complexity in tiirdware, software and network infrastructure ne®ds success will depend on our ability
plan for and manage this growth effectively. If {aé to anticipate and manage our growth or areblego provide high levels of system
performance and customer service, our reputat®med as our business, results of operations exah€ial condition, could be harmed.

If the market for our cloud-based virtual bankingofutions develops more slowly than we expect orrofpes in a way that we fail to
anticipate, our sales would suffer and our operagimesults would be harmed.

Use of and reliance on cloud-based virtual bankisigtions is at an early stage, and we do not kwbether RCFIs will continue to
adopt virtual banking solutions such as ours inftiere, or whether the market will change in wiyst we do not anticipate. Many RCFIs h
invested substantial personnel and financial ressuin legacy software, and these institutions beageluctant or unwilling to convert from
their existing systems to our solutions. Furtheensome RCFIs may be reluctant or unwilling to astoudbased solution over concerns si
as the security of their data and reliability of telivery model. These concerns or other condidesamay cause RCFIs to choose not to a
cloud-based solutions such as ours or to adophalige solutions, either of which would harm opeaating results. If RCFIs are unwilling to
transition from their legacy systems, the demamaiw virtual banking solutions and related sersiceuld decline and adversely affect our
business, operating results and financial condition

Our future success also depends on our abilitgltadditional solutions and enhanced solutionsuocurrent customers. As we create
new solutions and enhance our existing solutiorssipport new technologies and devices, these spkiind related services may not be
attractive to customers. In addition, promoting aetling these new and enhanced solutions maynmemdreasingly costly sales and marke
efforts, and if customers choose not to adopt teekgions, our business could suffer.

Our business could be adversely affected if ourtousers are not satisfied with our virtual bankinghkitions, particularly as we
introduce new products and solutions, or our systeand infrastructure fail to meet their needs.

Our business depends on our ability to satisfyomstomers and meet their virtual banking needs.ddstomers use a variety of network
infrastructure, hardware and software, which tylhidacreases in complexity the larger the customeand our virtual banking solutions must
support the specific configuration of our custorhexssting systems, including in many cases thet&wis of third-party providers. If our
solutions do not currently support a customer'sireq data format or appropriately integrate wittuatomer's applications and infrastructure,
then we must configure our solutions to do so, Witieuld negatively affect the performance of owstemns and increase our expenses and th
time it takes to implement our solutions. Any fadwf or delays in our systems could cause seimtegruptions or impaired system
performance. Some of our customer agreements eegsito issue credits for downtime in excess dhaethresholds, and in some instances
give our customers the ability to terminate theeagrents in the event of significant amounts of doma If sustained or repeated, these
performance issues could reduce the attractivarfemsr solutions to new and existing customersseaus to lose customers, and lower ren
rates by existing customers, each of which couleeeskly affect our revenue and reputation. In aalditnegative publicity resulting from issi
related to our customer relationships, regardiésscuracy, may damage our business by adversiglgtiafg our ability to attract new
customers and maintain and expand our relationshithsexisting customers.

If the use of our virtual banking solutions incressor if our customers demand more advanced &saftom our solutions, we will need
to devote additional resources to improving ouusohs, and we also may need to expand our techinftastructure at a more rapid pace thar
we have in the past. This would involve spendingssantial amounts to purchase or lease data cesyacity and equipment, upgrade our
technology and infrastructure and introduce newrdranced solutions. It takes a significant amodititree to plan, develop and test changes t
our infrastructure, and we may not be able to ately forecast demand or predict the results weredllize from such improvements. There
are inherent risks associated with changing, upggad@mproving and expanding our technical infrasture. Any failure of our solutions to
operate effectively with future infrastructure aedhnologies could reduce the demand for our swigtiresulting in customer dissatisfaction
and harm to our business. Also, any expansion oirdtastructure would likely require that we appriately
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scale our internal business systems and servigesiaation, including implementation and customsgap®rt services, to serve our growing
customer base. If we are unable to respond to ttiemeges or fully and effectively implement thenaiinost-effective and timely manner, our
service may become ineffective, we may lose custsnaamd our operating results may be negativelyautew.

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

We began our operations in March 2005. Our lim@pdrating history makes it difficult to evaluater current business and future
prospects. We have encountered and will continntounter risks and difficulties frequently expaded by growing companies in rapidly
developing and changing industries, including @rajkes in forecasting the future growth of our coobase, the number of our customers'
account holders and the number of users registerese our solutions as well as the number of &etiens that registered users perform on
solutions. In addition, we have and may continuiate challenges with our infrastructure, servimemnization and related expenses, market
acceptance of our existing and future solutionmpmetition from established companies with gredterfcial and technical resources as well a
new competitive entrants, acquiring and retainimgf@mers, managing customer implementations anelajging new solutions. We cannot
assure you that we will be successful in addregsiege difficulties and other challenges we mayg fache future.

The markets in which we participate are intenselynepetitive, and pricing pressure, new technologeesther competitive dynamics
could adversely affect our business and operatiegults.

We currently compete with providers of technologg aervices in the financial services industryluding point system vendors and
core processing vendors, as well as systems ifigaeveloped by RCFIs. We have a number of popsteam competitors, including Digital
Insight Corporation (acquired by NCR Corporatidfiyst Data Corporation and ACI Worldwide, Inc. iretonline, consumer and small
business banking space and Fundtech Ltd., ACI Wadlel, Inc., Clear2Pay NV/SA and Bottomline Techmys (de), Inc. in the commercial
banking space. We also compete with core proces®gindors that provide systems and services suEfsasy, Inc., Jack Henry and
Associates, Inc. and Fidelity National Informati®ervices, Inc. Many of our competitors have sigatfitly more financial, technical, market
and other resources than we have, may devote greatairces to the promotion, sale and suppotiaif systems than we can, have more
extensive customer bases and broader customéonships than we have and have longer operatirigrigs and greater name recognition 1
we have. In addition, many of our competitors expamreater amount of funds on research and davelop

We may also face competition from new companiesrarg our markets, which may include large establisbusinesses that decide to
develop, market or resell virtual banking solutiomsquire one of our competitors or form a stratedfiance with one of our competitors. In
addition, new companies entering our markets maypsé to offer virtual banking applications at éitdr no additional cost to the customer by
bundling them with their existing applications, liding adjacent banking technologies and core msing software. New entrants to the
market might also include non-banking providerpayment solutions and other technologies. Compatftom these new entrants may make
our business more difficult and adversely affeatr@gults.

If we are unable to compete in this environmenrgssand renewals of our virtual banking solutioosld decline and adversely affect our
business, operating results and financial conditilgith the introduction of new technologies andgmiital new entrants into the virtual banking
solutions market, we expect competition to intgnsifthe future, which could harm our ability tachease sales and achieve profitability. Our
industry has experienced consolidation. For exanipléanuary 2014, NCR Corporation acquired Diditalght Corporation. We believe that
our industry could experience further consolidatiwhich could lead to increased competition andltés pricing pressure or loss of market
share, either of which could have a material adveffect on our business, limit our growth prospectreduce our revenues.

If we are unable to effectively integrate our soloims with other systems used by our customers arabpective customers, or if there
are performance issues with such third-party syssemur solutions will not operate effectively androoperations will be adversely affected.

The functionality of our solutions depends on duitity to integrate with other third-party systemsed by our customers, including core
processing software. Certain providers of thegeltharty systems also offer solutions that are cafitipe with our solutions and may have an
advantage over us with customers using their softlg having better ability to integrate with theaftware and by being able to bundle their
competitive products with other applications usgabr customers and prospective customers at fhlemicing. We do not have formal
arrangements with many of these third-party prasdegarding our access to their application pnograerfaces to enable these customer
integrations.
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Our business may be harmed if any of our thirdypproviders:

« change the features or functionality of their aggdiions and platforms in a manner adverse 1

« discontinue or limit our solutions' access to tlsgstems

« terminate or do not allow us to renew or replaceexisting contractual relationships on the samiesetier term:

« modify their terms of service or other policieslirding fees charged to, or other restrictionsumor our customel

« establish more favorable relationships with onenore of our competitors, or acquire one or nudreur competitors and offer
competing services; or

 otherwise have or develop their own competitiveoffgs

Such changes could limit or prevent us from intéggaour solutions with these third-party systembich could impair the functionality
of our solutions, prohibit the use of our solutiamdimit our ability to sell our solutions to casthers, each of which could harm our business.
we are unable to integrate with such third-parfiveare as a result of changes to or restrictedssct®ethe software by such third parties during
the terms of existing agreements with customensgusiich third-party software, we may not be ableé®t our contractual obligations to
customers, which may result in disputes with custienand harm to our business. In addition, if duirgltparty software providers experience
an outage, our virtual banking solutions integratét such software will not function properly drall, and our customers may be dissatisfied
with our virtual banking solutions. If the softwarésuch third-party providers have performancetber problems, such issues may reflect
poorly on us and the adoption and renewal of oduai banking solutions and our business may bmédr Although our customers may be
able to switch to alternative technologies if ayider's services were unreliable or if a providesvto limit such customer's access and
utilization of its data or the provider's functidibg our business could nevertheless be harmedalthee risk that our customers could reduce
their use of our solutions.

Our customers are highly regulated and subject to@mber of challenges and risks. Our failure to cqiy with laws and regulations
applicable to us as a technology provider to fingaldnstitutions and to enable our RCFI customers tomply with the laws and regulations
applicable to them could adversely affect our bussis and results of operations, increase costs anpdse constraints on the way we conc
our business.

Our customers and prospective customers are higglylated and may be required to comply with s#irigegulations in connection
with subscribing to and implementing our virtuahking solutions. As a provider of technology to RERve are examined on a periodic basis
by various regulatory agencies and required toekg\dertain of our suppliers and partners. The ematiin handbook and other guidance
issued by the Federal Financial Institutions Exatiam Council govern the examination of our operaiand include a review of our systems
and data center and technical infrastructure, memagt, financial condition, development activitsl our support and delivery capabilitie
deficiencies are identified, customers may choogerminate or reduce their relationships withlosaddition, while much of our operations
not directly subject to the same regulations applie to RCFIs, we are generally obligated to ostammers to provide software solutions and
maintain internal systems and processes that cowiiyfederal and state regulations applicablénton. In particular, as a result of obligations
under our customer agreements, we are requireghtgly with certain provisions of the Gramm-Leachid3l Act related to the privacy of
consumer information and may be subject to othieapy and data security laws because of the saisitiee provide to RCFls. In addition,
numerous regulations have been proposed and Kigegtig written to implement the Doderank Wall Street Reform and Consumer Protec
Act of 2010, including requirements for enhanced diligence of the internal systems and proceskesmpanies like ours by their financial
institution customers. If we have to make changesur internal processes and solutions as a reftiits heightened scrutiny, we could be
required to invest substantial additional time &ntts and divert time and resources from other@ate purposes to remedy any identified
deficiency.

This evolving, complex and often unpredictable fatpry environment could result in our failure tmpide compliant solutions, which
could result in customers' not purchasing our gmhstor terminating their agreements with us orithygosition of fines or other liabilities for
which we may be responsible. In addition, fedestate and/or foreign agencies may attempt to furdgulate our activities in the future. For
example, Congress could enact legislation to regudeoviders of electronic commerce services aslfatancial services providers or under
another regulatory framework. If enacted or deeamulicable to us, such laws, rules or regulatianddbe imposed on our activities or our
business thereby rendering our
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business or operations more costly, burdensomegféisient or impossible, any of which could havmaterial adverse effect on our business
financial condition and operating results.

If our or our customers' security measures are coramised or unauthorized access to customer datatierwise obtained, our
solutions may be perceived as not being securetarasrs may curtail or cease their use of our soarts, our reputation may be harmed, a
we may incur significant liabilities.

Our operations involve access to and transmisdi@noprietary information and data and transactletails of our customers and their
account holders. Our security measures and theigemeasures of our customers may not be suffidieprevent our systems from being
compromised. Security incidents could result inutharized access to, loss of or unauthorized disek of this information, litigation,
indemnity obligations and other possible liabikti@s well as negative publicity, which could damagr reputation, impair our sales and harm
our business. Cyber-attacks, account take-overlkattfraudulent representations and other malicintesnet-based activity continue to
increase and financial institutions, their accduritlers and virtual banking providers are oftegé#s of such attacks. In addition, third parties
may attempt to fraudulently induce employees otausrs into disclosing sensitive information sushuaer names, passwords or other
information to gain access to our confidential aygietary information or the data of our custormemd their account holders. A party who is
able to compromise the security of our facilitiesikd cause interruptions or malfunctions in ourragiens. If security measures are
compromised as a result of third-party action,afrer or intentional misconduct of employees, conrs or their account holders, malfeasanc
or stolen or fraudulently obtained log-in credelstiaur reputation could be damaged, our businessbra harmed and we could incur
significant liability. We may be unable to anticipar prevent techniques used to obtain unauthibareess or sabotage systems because the
change frequently and generally are not detectétlaiter an incident has occurred. As we increasecustomer base and our brand becomes
more widely known and recognized, we may becomeeroba target for third parties seeking to compg@E@ur security systems or gain
unauthorized access to the data of our customelrshair account holders. A failure or inabilityrtweet our customers' expectations with res
to security and confidentiality could seriously daya our reputation and affect our ability to retaistomers and attract new business.

Federal and state regulations may require us ifyriotividuals of data security incidents involgrertain types of personal data.
Security compromises experienced by our competiby®ur customers or by us may lead to publicld@gaes and widespread negative
publicity. Any security compromise in our industwhether actual or perceived, could erode custamefidence in the effectiveness of our
security measures, negatively impact our abilitgttoact new customers, cause existing customesketd not to renew their subscriptions or
subject us to third-party lawsuits, regulatory §irer other action or liability, which could matéljeand adversely affect our business and
operating results.

In addition, some of our customers contractualtyuiee notification of any data security compromasel include representations and
warranties that our solutions comply with certaggulations related to data security and privacth@lgh our customer agreements typically
include limitations on our potential liability, treecan be no assurance that such limitations bilittawould be enforceable or adequate or
would otherwise protect us from any such liabifitey damages with respect to any particular cl&ifa.also cannot be sure that our existing
general liability insurance coverage and coverageffrors or omissions will continue to be avaiéabh acceptable terms or will be available ir
sufficient amounts to cover one or more claimghat our insurers will not deny or attempt to denyerage as to any future claim. The
successful assertion of one or more claims agasjghe inadequacy of or denial of coverage undeirmsurance policies, litigation to pursue
claims under our policies or the occurrence of glearin our insurance policies, including premiugréases or the imposition of large
deductible or co-insurance requirements, could laavaterial adverse effect on our business, fiheandition and results of operations.
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We may experience quarterly fluctuations in our apéing results due to a number of factors, which k&s our future results difficult
to predict and could cause our operating resultsfatl below expectations or our guidance.

Our quarterly operating results have fluctuatethepast and are expected to fluctuate in the éudue to a variety of factors, many of
which are outside of our control. As a result, canig our operating results on a periodpriod basis may not be meaningful. Our past r§

may not be indicative of our future performanceadidition to the other risks described in this régactors that may affect our quarterly
operating results include the following:

« the addition or loss of customers, including thitoagquisitions, consolidations or failui

 the amount of use of our solutions in a period wedamount of any associated revenues and exp

 budgeting cycles of our customers and changeseindipg on virtual banking solutions by our currenprospective custome
« seasonal variations in sales of our solutions, whiay be lowest in the first quarter of the calenar

« changes in the competitive dynamics of our indystrgluding consolidation among competitors, chantgepricing or the introductic
of new products and services that limit demancbforvirtual banking solutions or cause customeideiay purchasing decisions;

« the amount and timing of cash collections from customers

« long or delayed implementation times for new cusgmsnincluding larger customers, or other changeke levels of customer supp
we provide;

« the timing of customer payments and payment defdoyltcustomers, including any buyouts by custoraktlse remaining term of the
contracts with us in a lump sum payment that weldvbave otherwise recognized over the term of tloasgracts;

« the amount and timing of our operating costs amit@bexpenditure
» changes in tax rules or the impact of new accogrgimnouncement

» general economic conditions that may adversiégctour customers' ability or willingness to phase solutions, delay a prospective
customer's purchasing decision, reduce our reveinoigscustomers or affect renewal rates;

* unexpected expenses such as those related taiditigar other dispute

« the timing of stock awards to employees andedladverse financial statement impact of havingxumense those stock awards over
their vesting schedules; and

« the amount and timing of costs associated vethuiting, hiring, training and integrating new doyges, many of whom we hire in
advance of anticipated needs.

Moreover, our stock price might be based on expiects of investors or securities analysts of fufpeeformance that are inconsistent
with our actual growth opportunities or that we htifail to meet and, if our revenues or operatieguits fall below expectations, the price of
our common stock could decline substantially.

We have a history of losses, and we do not expebEt profitable for the foreseeable future.

We have incurred losses from operations in eadlegsince our inception in 2005, except for 201@&whkve recognized a gain on the
sale of a subsidiary. We incurred net losses of@b8llion , $17.9 million , and $8.8 million fohé years ended December 31, 2014 , 2013,
and 2012 , respectively. As of December 31, 204d had an accumulated deficit of $64.4 millichhese losses and accumulated deficit re
the substantial investments we have made to dewelppolutions and acquire customers. As we seekrttinue to grow our number of
customers, we expect to incur significant saleskating, implementation and other related expernSes.ability to achieve or sustain
profitability will depend on our obtaining sufficiescale and productivity so that the cost of agdind supporting new customers does not
adversely impact our margins. We also expect toenmker significant expenditures to develop andhadpour solutions and our business,
including continuing to
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increase our marketing, services and sales opasatiod continuing our significant investment ireash and development and our technical
infrastructure. We expect to incur losses for tire$eeable future as we continue to focus on addiagcustomers, and we cannot predict
whether or when we will achieve or sustain profitab Our efforts to grow our business may be moostly than we expect, and we may not
be able to increase our revenues enough to oftsdtigher operating expenses. In addition, as digpabmpany, we incur significant legal,
accounting andther expenses that we did not incur as a privatepany. These increased expenditures will makarddr for us to achieve g
maintain profitability. While our revenues havegroin recent periods, it may not be sustainabld,@r revenues could decline or grow more
slowly than we expect. We also may incur additidosses in the future for a number of reasonsudiop due to litigation and other
unforeseen reasons and the risks described ingghist. Accordingly, we cannot assure you that vieaghieve profitability in the future, nor
that, if we do become profitable, we will be allestistain profitability. If we are unable to acldeand sustain profitability, our customers may
lose confidence in us and slow or cease their @seh of our solutions and we may be unable tochtiew customers, which would adversely
impact our operating results.

Our sales cycle can be unpredictable, time-consugnand costly, which could harm our business and ogieng results.

Our sales process involves educating prospectigmmers and existing customers about the use,itedtuapabilities and benefits of ¢
solutions. Prospective customers, especially lafigancial institutions, often undertake a prolodgaluation process, which typically
involves not only our solutions, but also thos@wf competitors and lasts from six to nine monthiwnger. We may spend substantial time,
effort and money on our sales and marketing effeitisout any assurance that our efforts will proglany sales. It is also difficult to predict
level and timing of sales opportunities that conoenf our referral partners.

Events affecting our customers' businesses mayr alteing the sales cycle that could affect the sizéming of a purchase, contributing
to more unpredictability in our business and opegatesults. As a result of these factors, we na@g fgreater costs, longer sales cycles and le
predictability in the future.

We do not have an adequate history with our subptidn or pricing models to accurately predict therlg-term rate of customer
subscription renewals or adoption, or the impace#e renewals and adoption will have on our revenoesperating results

We have limited experience with respect to deteimgithe optimal prices for our solutions. As therkeas for our existing solutions
develop, we may be unable to attract new custoatdafse same price or based on the same pricing Irasdee have used historically.
Moreover, large or influential RCFIs may demand enfavorable pricing or other contract terms. Assuit, in the future we may be required
to reduce our prices or accept other unfavorabitraot terms, each of which could adversely aftestrevenues, gross margin, profitability,
financial position and cash flow.

Our customers have no obligation to renew theisstptions for our solutions after the expiratidrtiee initial subscription term, and our
customers may renew for fewer solutions or on déffié pricing terms, if at all. Since the averagéahterm of our customer agreements is ¢
five years and we only began selling our solution8005, we have limited historical data with regfe rates of customer subscription
renewals, so we cannot be certain of our pricingehéor renewals or the accuracy of our anticipatetewal rates. Our renewal rates may
decline or fluctuate as a result of a number ofdia; including our customers' satisfaction with pricing or our solutions or their ability to
continue their operations and spending levelsutfaustomers do not renew their subscriptions forsmlutions on similar pricing terms, our
revenues may decline and our business could séféewe create new solutions or enhance our existigtions to support new technologies
and devices, our pricing of these solutions anateel services may be unattractive to customerailaiofcover our costs.

Defects or errors in our virtual banking solutionsould harm our reputation, result in significant cgis to us, impair our ability to sell
our solutions and subject us to substantial lialyli

Our virtual banking solutions are inherently conxpdénd may contain defects or errors, particulathewfirst introduced or as new
versions are released. Despite extensive testiogp, fime-to-time we have discovered defects orrenmour solutions. In addition, due to
changes in regulatory requirements relating toomstomers or to technology providers to finanaiatitutions like us, we may discover
deficiencies in our software processes relatetided requirements. Material performance problenteéicts in our solutions might arise in
future.

Any such errors, defects, other performance probslendisruptions in service to provide bug fixesipgrades, whether in connection
with day-to-day operations or otherwise, could bstly for us to remedy, damage our customers' basegs and harm our reputation. In
addition, if we have any such errors, defects beoperformance problems, our customers could seek
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to terminate their agreements, elect not to retmiv subscriptions, delay or withhold payment okealaims against us. Any of these actions
could result in lost business, increased insurapses, difficulty in collecting our accounts recaile, costly litigation and adverse publicity.
Such errors, defects or other problems could a&soltin reduced sales or a loss of, or delayhm narket acceptance of our solutions.

Moreover, software development is time-consumixgeasive, complex and requires regular maintenddietareseen difficulties can
arise. If we do not complete our periodic mainter@aaccording to schedule or if customers are otiserdissatisfied with the frequency and/or
duration of our maintenance services, customerkledact not to renew, or delay or withhold paymtentis or cause us to issue credits, make
refunds or pay penalties. Because our solutionsféea customized and deployed on a customer-byemes basis, rather than through a multi
tenant SaaS method of distribution, applying bugdj upgrades or other maintenance services mayreagpdating each instance of our
software, which could be time consuming and cass® incur significant expense. We might also entautechnical obstacles, and it is
possible that we discover problems that prevensolutions from operating properly. If our solutsotio not function reliably or fail to achieve
customer expectations in terms of performance powsts could seek to cancel their agreements wiindsassert liability claims against us,
which could damage our reputation, impair our #ptl attract or maintain customers and harm osults of operations.

Failures or reduced accessibility of third-party hdware and software on which we rely could impaiiret delivery of our solutions and
adversely affect our business.

We rely on hardware that we purchase or lease @ftdare that we develop or license from, or thdtdsted by third parties, to offer our
virtual banking solutions. In addition, we obtaitehses from third parties to use intellectual propassociated with the development of our
solutions. These licenses might not continue tavalable to us on acceptable terms, or at all.lgMle are not substantially dependent upon
any third party hardware or software, the losdhefright to use all or a significant portion of a@hird party hardware or software required for
the development, maintenance and delivery of olutisms could result in delays in the provisionooir solutions until we develop or identify,
obtain and integrate equivalent technology, whighld harm our business.

Any errors or defects in the hardware or softwaeeuse could result in errors, interruptions oritufa of our solutions. Although we
believe that there are alternatives, any signitidaerruption in the availability of all or a siicant portion of such hardware or software cc
have an adverse impact on our business unlessrdihgva can replace the functionality provided hgde products at a similar cost.
Furthermore, this hardware and software may n@Madable on commercially reasonable terms, oflaThe loss of the right to use all or a
significant portion of this hardware or softwareiltblimit access to our solutions. Additionally, wedy upon third parties' abilities to enhance
their current products, develop new products dmaly and cost-effective basis and respond to eimgrigdustry standards and other
technological changes. We may be unable to effeamges to such third-party technologies, which prayent us from rapidly responding to
evolving customer requirements. We also may be lertalreplace the functionality provided by thedhparty software currently offered in
conjunction with our solutions in the event thatlsgoftware becomes obsolete or incompatible withré versions of our solutions or is
otherwise not adequately maintained or updated.

We depend on data centers operated by third partied third-party Internet hosting providers, and grdisruption in the operation of
these facilities or access to the Internet couldvadsely affect our business.

We currently serve our customers from two thirdepdata center hosting facilities located in Ausfiexas and Carrollton, Texas. The
owners and operators of these current and futwilitiss do not guarantee that our customers' actesur solutions will be uninterrupted,
error-free or secure. We may experience websiteipli®ns, outages and other performance problemkjding problems resulting from our
anticipated data center migration. These probleiag loe caused by a variety of factors, includingastructure changes, human or software
errors, viruses, security attacks, fraud, spikesustomer usage and denial of service issues.nie $iostances, we may not be able to identify
the cause or causes of these performance probléis an acceptable period of time. We do not cairttie operation of these data center
facilities, and such facilities are vulnerable tthge or interruption from human error, intentidvead acts, power loss, hardware failures,
telecommunications failures, fires, wars, terragigacks, floods, earthquakes, hurricanes, torreadosimilar catastrophic events. They also
could be subject to break-ins, computer virusdsotsae, intentional acts of vandalism and othecamiduct. The occurrence of a natural
disaster or an act of terrorism, a decision toectbe facilities without adequate notice or terrtenaur hosting arrangement or other
unanticipated problems could result in lengthyirintgtions in the delivery of our solutions, caugstem interruptions, prevent our customers'
account holders from accessing their accounts enteputational harm and loss of critical dataypn¢ us from supporting our solutions or
cause us to incur additional expense in arrangingéw facilities and support.
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We also depend on third-party Internet-hosting fghers and continuous and uninterrupted accesstinternet through third-party
bandwidth providers to operate our business. Ifose the services of one or more of our Intetretting or bandwidth providers for any rea
or if their services are disrupted, for example thueiruses or denial of service or other attaaksheir systems, or due to human error,
intentional bad acts, power loss, hardware failuedecommunications failures, fires, wars, tegbaittacks, floods, earthquakes, hurricanes,
tornadoes or similar catastrophic events, we cexfikerience disruption in our ability to offer owligtions and adverse perception of our
solutions' reliability, or we could be requiredrégain the services of replacement providers, whalld increase our operating costs and harn
our business and reputation.

We derive all of our revenues from customers in tiirancial services industry, and any downturn oogsolidation in the financial
services industry could harm our busines

All of our revenues are derived from RCFls. RCRisénexperienced significant pressure in recentsyéiae to economic uncertainty,
liquidity concerns and increased regulation. Irergg/ears, many RCFIs have failed, merged or beguiteed. Failures and consolidations are
likely to continue, and there are very few new RCIBéing created. Further, if our customers mergle @viare acquired by other entities suc
financial institutions that have in-house develop#tlal banking solutions or that are not our ousérs or use fewer of our solutions, our
customers may discontinue, reduce or change thestef their use of our solutions. It is also polesthat the larger RCFIs that result from
mergers or consolidations could have greater |geeiranegotiating terms with us or could decidesfgace some or all of our solutions. In
addition, any downturn in the financial servicedustry may cause our customers to reduce theidgpgion virtual banking solutions or to
seek to terminate or renegotiate their contractis us. Any of these developments could have anradwedfect on our business, results of
operations and financial condition.

Because we recognize revenues from our virtual bigugksolutions over the terms of our customer agresmts, the impact of changes
in the subscriptions for our solutions will not benmediately reflected in our operating results, anapid growth in our customer base may
adversely affect our operating results in the shtagtm since we expense a substantial portion of iempentation costs as incurred.

We generally recognize revenues monthly over thragef our customer agreements. The initial termawfcustomer agreements
averages over five years, although it varies byatnsr. As a result, the substantial majority of séenues we report in each quarter are re
to agreements entered into during previous quar@assequently, a change in the level of new custagreements or implementations in any
guarter may have a small impact on our revenu#sainquarter but will affect our revenues in futgrearters. Accordingly, the effect of
significant downturns in sales and market acceg@afour solutions, or changes in our rate of raalswnay not be fully reflected in our results
of operations until future periods. Our subscriptinodel also makes it difficult for us to rapidhcrease our revenues through additional sale:
in any period.

Additionally, we recognize our expenses over vagyperiods based on the nature of the expense riicydar, we recognize a portion of
implementation expenses as incurred even thougteeagnize the related revenues over extended eriada result, we may report poor
operating results in periods in which we are incgyhigher implementation expenses related to reeeithat we will recognize in future
periods, including implementations for larger cas#os that have heightened levels of complexith@&irthardware, software and network
infrastructure needs. Alternatively, we may refmmtter operating results in periods due to lowegsl@mentation expenses, but such lower
expenses may be indicative of slower revenue grawthture periods. As a result, our expenses ratfate as a percentage of revenues ant
changes in our business generally may not be imatedgireflected in our results of operations.

As the number, size and complexity of customers tiva serve increase, we may encounter implementatioallenges, and we may
have to delay revenue recognition for some compdegagements, which would harm our business and apieg results.

We may face unexpected implementation challendeterkto the complexity of our customers' impleraéinh and integration
requirements, particularly implementations for &rgustomers that have heightened levels of corplextheir hardware, software and
network infrastructure needs. Our implementatiopemses increase when customers have unexpectedhaateare or software technology
challenges, or complex or unanticipated businegsirements. In addition, our customers typicallguiee complex acceptance testing relate
the implementation of our solutions. Implementatiehays may also require us to delay revenue rétogmunder the related customer
agreement longer than expected. Further, becausi®wet fully control our customers' implementatsmmedules, if our customers do not
allocate the internal resources necessary to mggémentation timelines or if there are unanti@pamplementation delays or difficulties, our
revenue recognition may be delayed. Losses oftargid users or any difficulties or delays in impéeration processes could cause
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customers to delay or forgo future purchases ofolutions, which would adversely affect our busmeperating results and financial
condition.

Shifts over time in the number of account holderadaregistered users of our solutions, their useanfr solutions and our customers'
implementation and customer support needs could aweely affect our profit margins.

Our profit margins can vary depending on numeragofs, including the scope and complexity of euplementation efforts, the
number of account holders and registered usersioeadutions, the frequency and volume of their ofseur solutions and the level of custol
support services required by our customers. Famel@ our services offerings typically have a mbhayher cost of revenues than subscripti
to our solutions, so any increase in sales of sesvais a proportion of our subscriptions would tevadverse effect on our overall gross
margin and operating results. If we are unabl@todase the number of registered users and theetuwhlransactions they perform on our
solutions, the types of RCFIs that purchase owtswis changes, or the mix of solutions purchasedus customers changes, our profit
margins could decrease and our operating resulisl &@ adversely affected.

If we fail to provide effective customer trainingnoour virtual banking solutions and high-quality cstomer support, our business and
reputation would suffer.

Effective customer training on our virtual banksgutions and high-quality, ongoing customer suppog important to the successful
marketing and sale of our solutions and for thewal of existing customer agreements. Providing titsiining and support requires that our
customer training and support personnel have filahgervices knowledge and expertise, making fiadift for us to hire qualified personnel
and scale our training and support operations.demeand on our customer support organization wildase as we expand our business and
pursue new customers, and such increased suppidt rmuire us to devote significant developmentises and support personnel, which
could strain our team and infrastructure and readueeprofit margins. If we do not help our customa@uickly resolve any post-implementation
issues and provide effective ongoing customer suppor ability to sell additional solutions to sting and future customers could suffer and
our reputation would be harmed.

If we fail to respond to evolving technological rejements or introduce adequate enhancements anarieatures, our virtual
banking solutions could become obsolete or less petitive.

The market for our solutions is characterized tpiddechnological advancements, changes in custoegeirements and technologies,
frequent new product introductions and enhancemardschanging regulatory requirements. The lifdessyof our solutions are difficult to
estimate. Rapid technological changes and thedattion of new products and enhancements by neaxisting competitors or large financial
institutions could undermine our current marketifias. Other means of digital or virtual banking yrize developed or adopted in the future,
and our solutions may not be compatible with thesg technologies. In addition, the technologicadegeof, and services provided by, RCFls
may change if they or their competitors offer n@mwges to account holders. Maintaining adequatearch and development resources to
the demands of the market is essential. The prafedsveloping new technologies and solutions imgiex and expensive. The introduction of
new solutions by our competitors, the market acrep of competitive solutions based on new orratére technologies or the emergence of
new technologies or solutions in the broader fimgrservices industry could render our solutionsadéte or less effective.

The success of any enhanced or new solution defmensisveral factors, including timely completiodequate testing and market releast
and acceptance of the solution. Any new solutibas we develop or acquire may not be introducesltimely or cost-effective manner, may
contain defects or may not achieve the broad mad@tptance necessary to generate significantuegeif we are unable to anticipate
customer requirements or work with our customecgasssfully on implementing new solutions or feattrea timely manner or enhance our
existing solutions to meet our customers' requirgs)eur business and operating results may beselyeffected.

If we fail to effectively expand our sales and mating capabilities and teams, including through paer relationships, we may not be
able to increase our customer base and achieve bevanarket acceptance of our solutions.

Increasing our customer base and achieving broadetet acceptance of our virtual banking solutifisdepend on our ability to
expand our sales and marketing organizations aidabilities to obtain new customers and sell fdidal solutions and services to existing
customers. We believe there is significant comioetifor direct sales professionals with the slkalfel knowledge that we require, and we may
be unable to hire or retain sufficient numberswdldied individuals in the future. Our ability tchieve significant future revenue growth will
depend on our success in recruiting, training ataiming a sufficient number of direct sales prsi@sals. New hires require significant train
and time before they become fully
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productive and may not become as productive akiyués we anticipate. As a result, the cost ofrigirand carrying new representatives cannc
be offset by the revenues they produce for a signit period of time. Our growth prospects willliermed if our efforts to expand, train and
retain our direct sales team do not generate @gponding significant increase in revenues. Addlily, if we fail to sufficiently invest in our
marketing programs or they are unsuccessful intioigganarket awareness of our company and solutimmsbusiness may be harmed and our
sales opportunities limited.

In addition to our direct sales team, we also ekiaur sales distribution through formal and informedationships with referral partners.
While we are not substantially dependent upon rafefrom any partner, our ability to achieve sfgpaint revenue growth in the future will
depend upon continued referrals from our partnedsgrowth of the network of our referral partnérsese partners are under no contractual
obligation to continue to refer business to us,dmthese partners have exclusive relationshigs wdtand may choose to instead refer pote
customers to our competitors. We cannot be cetiti@inthese partners will prioritize or provide adatg resources for promoting our solutions
or that we will be successful in maintaining, exgiag or developing our relationships with refepaltners. Our competitors may be effective
in providing incentives to third parties, includingr partners, to favor their solutions or prevanteduce subscriptions to our solutions either
by disrupting our relationship with existing custens or limiting our ability to win new customersstgblishing and retaining qualified partners
and training them with respect to our solutionauiess significant time and resources. If we areblm$o devote sufficient time and resource
establish and train these partners, or if we asblento maintain successful relationships with thes may lose sales opportunities and our
revenues could suffer.

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

Our success and future growth depend upon therz@diservices of our management team, in particulaChief Executive Officer, at
other key employees, including in the areas ofaedeand development, marketing, sales, servicggeaneral and administrative functions.
From time to time, there may be changes in our igpament team resulting from the hiring or deparbifrexecutives, which could disrupt our
business. We also are dependent on the continmeidesef our existing development professionalsause of the complexity of our solutions,
including complexity arising as a result of theulegory requirements that are applicable to outarasrs and the pace of technology changes
impacting our customers and their account hold&es may terminate any employee's employment atiamg, with or without cause, and any
employee may resign at any time, with or withoutseg however, our employment agreements with oonedaexecutive officers provide for
the payment of severance under certain circumssafii¢e have also entered into employment agreemsétitour other executive officers
which provide for the payment of severance undailar circumstances as in our named executive effleemployment agreements. The loss
of one or more of our key employees could harmbusiness.

Because competition for key employees is intensevay not be able to attract and retain the higldigilled employees we need to
support our operations and future growtl

Competition for executive officers, software deysos and other key employees in our industry &nisé. In particular, we compete with
many other companies for executive officers, fdtveare developers with high levels of experiencedsigning, developing and managing
software, as well as for skilled sales and openatjrofessionals and knowledgeable customer suppafessionals, and we may not be
successful in attracting the professionals we n@ed.research and development organization is ipaitlg located in Austin, Texas, where
competition for software development and enginggpi@arsonnel is intense. We may have difficultyrigrand retaining suitably skilled
personnel or expanding our research and developongahization. In addition, job candidates andtégsemployees often consider the actual
and potential value of the equity awards they rexas part of their overall compensation. Thuthéfperceived value or future value of our
stock declines, our ability to attract and retadihly skilled employees may be adversely affectediddition many of our existing employees
may exercise vested options or vest in outstanaisticted stock units and sell our stock, whictymmake it more difficult for us to retain key
employees. If we fail to attract and retain new Eyges, our business and future growth prospectis dze harmed.

Our failure to comply with laws and regulations r&ted to the Internet and mobile usage could advérsdfect our business and
results of operations, increase costs and imposest@ints on the way we conduct our business.

We and our customers are subject to laws and régisaapplicable to doing business over the Inteane through the use of mobile
devices. It is often not clear how existing lawsgming issues such as property ownership, sakkoter taxes apply to the Internet and
mobile usage, as these laws have in some cased faikeep pace with technological change. Lawggong the Internet could also impact
business or the business of our customers. Fariost existing and future regulations on taxingrimet use, pricing, characterizing the types
and quality of services and products or restrictggexchange of information over the Internet obite devices could result in reduced gro
of our business, a general decline in
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the use of the Internet by financial service ingiins or their account holders, diminished viapitif our solutions and could significantly
restrict our customers' ability to use our solusioBhanging federal and state laws and regulatindestry standards and industry self-
regulation regarding the collection, use and dmale of certain data may have similar effects anamd our customers' businesses. Any such
constraint on the growth in Internet and mobilegeseould decrease its acceptance as a medium ohgpitation and commerce or result in
increased adoption of new modes of communicatiehcammerce that may not be supported by our soisitidny such adverse legal or
regulatory developments could substantially harmoperating results and our business.

Legislation relating to consumer privacy may affeatir ability to collect data that we use in providj our customers' account holder
information, which, among other things, could negeaely affect our ability to satisfy our customensteds.

We collect and store personal and identifying infation regarding our customer's account holdeem#le certain functionality of our
solutions and provide our customers with data abwit account holders. The enactment of new omal®eé legislation or industry regulations
pertaining to consumer or private sector privasyés could have a material adverse impact on dlecton, storage and sharing of such
information. Legislation or industry regulationgaeding consumer or private sector privacy isswegdcplace restrictions upon the collection,
sharing and use of information that is currentbyaldy available, which could materially increase oast of collecting some data. These types
of legislation or industry regulations could alsolgbit us from collecting or disseminating certéypes of data, which could adversely affect
our ability to meet our customers' requirements @mndprofitability and cash flow targets. While dfates and the District of Columbia have
enacted data breach notification laws, there isuah federal law generally applicable to our busses. These legislative measures impose
strict requirements on reporting time frames faviling notice, as well as the contents of suclicest The costs of compliance with, and o
burdens imposed by, such laws and regulations eey/tb significant fines, penalties or liabilitfes any noncompliance with such privacy
laws. Even the perception of privacy concerns, tviiedr not valid, may inhibit market adoption of solutions.

In addition to government activity, privacy advogagoups and the technology and other industriecansidering various new,
additional or different self-regulatory standardattmay place additional burdens on us. If theectithg, storing and processing of personal
information were to be curtailed, our solutions Vbloe less effective, which may reduce demand @orsolutions and adversely affect our
business.

Any use of our virtual banking solutions by our ctemers in violation of regulatory requirements calbdamage our reputation and
subject us to additional liability

If our customers or their account holders use atmal banking solutions in violation of regulataquirements and applicable laws, we
could suffer damage to our reputation and couleivecsubject to claims. We rely on contractual ail@ns made to us by our customers that
their use and their account holders' use of owtiswis will comply with applicable laws. Howeverewlo not audit our customers or their
account holders to confirm compliance. We may bexeabject to or involved with claims for violatiobg our customers or their account
holders of applicable laws in connection with these of our solutions. Even if claims assertedreggais do not result in liability, we may incur
costs in investigating and defending against sl&iims. If we are found liable in connection withr@wstomers' or their account holders'
activities, we could incur liabilities and be reepd to redesign our solutions or otherwise expesdurces to remedy any damages caused by
such actions and to avoid future liability.

Any future litigation against us could be costly driime-consuming to defend.

We may become subject, from time to time, to lggateedings and claims that arise in the ordinatyse of business such as claims
brought by our customers in connection with comna¢disputes or employment claims made by our curoe former employees. Litigation
might result in substantial costs and may divemaggment's attention and resources, which mighdusdy harm our business, overall
financial condition and operating results. Insuentdght not cover such claims, might not providffisient payments to cover all the costs to
resolve one or more such claims and might not naetto be available on terms acceptable to usa#ndbrought against us that is uninsure
underinsured could result in unanticipated cokesgby reducing our operating results and leadiadyats or potential investors to reduce thei
expectations of our performance, which could redhedrading price of our stock.

Lawsuits by third parties against us and our custers for alleged infringement of the third partiegroprietary rights or for other
intellectual property related claims could results significant expenses and harm our operating rdsu

Our industry is characterized by the existencelafge number of patents, copyrights, trademarksietsecrets and other intellectual
property and proprietary rights. Companies in adustry are often required to defend against liiigea
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claims based on allegations of infringement or oth@ations of intellectual property rights. Fugtimore, our customer agreements typically
require us to indemnify our customers againstliigds incurred in connection with claims allegiogr solutions infringe the intellectual
property rights of a third party. From time to timee have been involved in disputes related torpiated other intellectual property rights of
third parties, none of which have resulted in matdiabilities. We expect these types of disputesontinue to arise in the future. Our busines
could be adversely affected by any significant disp between us and our customers as to the apifiticar scope of our indemnification
obligations to them. There can be no assurancésutlyaexisting limitations of liability provisioria our contracts would be enforceable or
adequate, or would otherwise protect us from aich $iabilities or damages with respect to any pattr claim. If such claims are successful,
or if we are required to indemnify or defend oustauners from these or other claims, these matterisi de disruptive to our business and
management and have an adverse effect on our kasimgerating results and financial condition.

Furthermore, our technologies may not be able thstand any third-party claims or rights againsirtiise. As a result, our success
depends upon our not infringing upon the intellatproperty rights of others. Our competitors, &l &s a number of other entities and
individuals, may own or claim to own intellectuabperty relating to our industry. We have a venyited patent portfolio, which will likely
prevent us from deterring patent infringement cliand our competitors and others may now andditittture have significantly larger patent
portfolios than we have. From time to time, we heageived and may continue to receive threatergtigrs or notices or in the future may be
the subject of claims that our solutions and unydegltechnology infringe or violate the intellectyaoperty rights of others, and we may be
found to be infringing upon such rights. The riglpatent litigation has been amplified by the irrme in the number of non-practicing patent
asserting entities, or patent trolls. Any claimditigation could cause us to incur significant erpes and, if successfully asserted against us
our customers whom we indemnify, could require thatpay substantial damages or ongoing royalty gays) prevent us from offering our
solutions or require that we comply with other wafi@ble terms. Even if the claims do not resulitigation or are resolved in our favor, these
claims and the time and resources necessary ttveetbem, could divert the resources of our managgrand harm our business and operatin
results.

The frequency of these types of claims may incraasge continue to add new customers and as d oégulr being a public company.
If we are unable to protect our intellectual propgr our business could be adversely affected.

Our success depends upon our ability to protectrdellectual property, which may require us tounsignificant costs. We have
developed much of our intellectual property intdsnand we rely on a combination of confidentialitbligations in contracts, patents,
copyrights, trademarks, service marks, trade sémnet and other contractual restrictions to esshldind protect our intellectual property and
other proprietary rights. In particular, we entaoiconfidentiality and invention assignment agreets with our employees and consultants
enter into confidentiality agreements with the jgsrivith whom we have business relationships irctvtihey will have access to our
confidential information. We also rely upon liceage intellectual property from third parties. Nssarance can be given that these agreemen
or other steps we take to protect our intellecpmaperty or the third party intellectual propersed in our solutions will be effective in
controlling access to and distribution of our siolu$ and our confidential and proprietary inforraatiWe will not be able to protect our
intellectual property if we are unable to enforce dghts or if we do not detect unauthorized usfesur intellectual property.

Despite our precautions, it may be possible fadtparties to copy our solutions and use infornmatiat we regard as proprietary to
create solutions and services that compete with. dinird parties may also independently developrietogies that are substantially equivalen
to our solutions. Some license provisions protgcéigainst unauthorized use, copying, transfer &uogure of our solutions may be
unenforceable under the laws of certain jurisdittio

In some cases, litigation may be necessary to eafour intellectual property rights or to proteat trade secrets. Litigation could be
costly, time consuming and distracting to manageraed could result in the impairment or loss oftipms of our intellectual property.
Furthermore, our efforts to enforce our intelletfur@perty rights may be met with defenses, cowteéns and countersuits attacking the
validity and enforceability of our intellectual grerty rights and exposing us to significant damagesjunctions. Our inability to protect our
intellectual property against unauthorized copyingise, as well as any costly litigation or diversof our management's attention and
resources, could delay sales or the implementafi@ur solutions, impair the functionality of owlstions, delay introductions of new
solutions, result in our substituting less-advanmenhore-costly technologies into our solutiondiarm our reputation. In addition, we may be
required to license additional intellectual propdrom third parties to develop and market new sohs, and we cannot assure you that we
could license that intellectual property on comriadhg reasonable terms or at all.
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We cannot be certain that any patents will be isdweith respect to our current or future patent apgdtions.

As of December 31, 2014 , we had one U.S. patepiicaion pending and two issued U.S. patents. Waat know whether our pending
patent application will result in the issuance @iagent or whether the examination process williequs to narrow the scope of our claims. Tc
the extent that our pending patent applicationngr@ortion of such application proceeds to issuasca patent, any such future patent may be
opposed, contested, circumvented, designed aropadHird party or found to be invalid or unenfabke. In addition, our existing and any
future issued patents may be opposed, contestednoiented, designed around by a third party ondicio be invalid or unenforceable. The
process of seeking patent protection can be lergtikdyexpensive. We rely on a combination of patapyright, trade secret, trademark and
other intellectual property laws to protect ouelt@ctual property, and much of our technologydscovered by any patent or patent
application.

We use "open source" software in our solutions, vehi may restrict how we use or distribute our sotuts, require that we release the
source code of certain software subject to openrsedicenses or subject us to litigation or othections that could adversely affect ol
business.

We currently use in our solutions, and may usé&énftiture, software that is licensed under "opanc®" "free” or other similar licenses
where the licensed software is made availabled¢ag#neral public on an "as-is" basis under thederia specific nomegotiable license. Sor
open source software licenses require that softeagect to the license be made available to thdigand that any modifications or derivat
works based on the open source code be licensalinge code form under the same open source liseAkBough we monitor our use of of
source software, we cannot assure you that all eparce software is reviewed prior to use in olutsms, that our programmers have not
incorporated open source software into our solgtion that they will not do so in the future. Irdé&n, some of our products may incorporate
third-party software under commercial licenses. &&lienot be certain whether such third-party softviazerporates open source software
without our knowledge. In the past, companies itharporate open source software into their proglhetve faced claims alleging
noncompliance with open source license terms oingdment or misappropriation of proprietary softeval herefore, we could be subject to
suits by parties claiming noncompliance with opeurse licensing terms or infringement or misappiatfon of proprietary software. Because
few courts have interpreted open source liceneesnanner in which these licenses may be intemgp@atd enforced is subject to some
uncertainty. There is a risk that open source soivicenses could be construed in a manner thaises unanticipated conditions or
restrictions on our ability to market or provider @olutions. As a result of using open source safénsubject to such licenses, we could be
required to release our proprietary source codedpaages, re-engineer our products, limit or difoae sales or take other remedial action,
any of which could adversely affect our business.

The market data and forecasts included in this repmay prove to be inaccurate, and even if the metkin which we compete achieve
the forecasted growth, we cannot assure you that business will grow at similar rates, or at all.

The market data and forecasts included in thisrtepeluding the data and forecasts published Ayé8Financial, Celent, Forrester,
Gartner, International Data Corporation, Javelimategy & Research and Verizon, among others, anthternal estimates and research are
subject to significant uncertainty and are basedssumptions and estimates that may not prove dztgrate. If the forecasts of market gro
or anticipated spending prove to be inaccuratebasmess and growth prospects could be adverffelsted. Even if the forecasted growth
occurs, our business may not grow at a similar, catat all. Our future growth is subject to maagtbrs, including our ability to successfully
implement our business strategy, which itself isjsct to many risks and uncertainties. The repbetcribed in this report speak as of their
respective publication dates and the opinions esgam in such reports are subject to change. Acglsdipotential investors in our common
stock are urged not to put undue reliance on soithsts and market data.

Uncertain or weakened economic conditions may acedy affect our industry, business and results gleoations.

Our overall performance depends on economic camditiwhich may remain challenging or uncertairtltierforeseeable future. Financ
developments seemingly unrelated to us or our ingusay adversely affect us. Domestic and inteoreti economies have been impacted by
threatened sovereign defaults and ratings downgrdalding demand for a variety of goods and sevjcestricted credit, threats to major
multinational companies, poor liquidity, reducedpmrate profitability, volatility in credit, equitgnd foreign exchange markets, bankruptcies
and overall uncertainty. These conditions affeetrite of technology spending and could adverdégteour customers' ability or willingness
to purchase our virtual banking solutions, delayspective customers' purchasing decisions, redigceaiue or duration of their subscriptions
or affect renewal rates, any of which could advgra#fect our operating results. We cannot prettiettiming, strength or duration of the
economic recovery or any subsequent economic shawdio the U.S. or in our industry.
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We may not be able to utilize a significant portiaf our net operating loss carryforwards, which clouadversely affect our operating
results and cash flows.

As of December 31, 2014 , we had approximately $68llion of U.S. federal net operating loss caoryfards. Utilization of these net
operating loss carryforwards depends on many factocluding our future income, which cannot beuass. Our loss carryforwards begin to
expire in 2027. In addition, Section 382 of theelial Revenue Code generally imposes an annuaationi on the amount of net operating |
carryforwards that may be used to offset taxalderime when a corporation has undergone an ownecbhipge. An ownership change is
generally defined as a greater than 50% changguiityeownership by value over a 3-year period. Vdeehundergone one or more ownership
changes as a result of prior financings, and mag ldergone an ownership change as a result afitiai public offering on March 20,
2014, or IPO, and any such change in ownershighendorresponding annual limitation may prevenfrom using our current net operating
losses prior to their expiration. Future ownersttipnges or future regulatory changes could fulth@r our ability to utilize our net operating
loss carryforwards. To the extent we are not be abbffset our future income against our net ojrggdoss carryforwards, this would
adversely affect our operating results and cashsflid we attain profitability.

Our business may be subject to additional obligasdo collect and remit sales tax and other taxasd we may be subject to tax
liability for past sales. Any successful action btate, local or other authorities to collect additial or past sales tax could adversely harm
our business.

We file sales tax returns in certain states withimU.S. as required by law and certain custometracts for a portion of the solutions
that we provide. Our sales tax liabilities withpest to sales and use taxes in various statesaabjurisdictions were $0.2 million as of
December 31, 2014 . From time to time we face dabeaudits, and we will likely continue to do sothe future, and our liability for these
taxes could exceed our estimates as state taxrdigha@ould still assert that we are obligatedadect additional amounts as taxes from our
customers and remit those taxes to those autheoritie

We do not collect sales or other similar taxestireostates and many of the states do not appg salsimilar taxes to certain of our
solutions. State and local taxing jurisdictionséndiffering rules and regulations governing salesd ase taxes, and these rules and regulation:
are subject to varying interpretations that mayngesover time. In particular, the applicabilitysafles taxes to our virtual banking solutions in
various jurisdictions is unclear. We review thagles and regulations periodically and, when weeveliwe are subject to sales and use taxes
a particular state, we may voluntarily engage stateuthorities to determine how to comply withittrules and regulations. A successful
assertion by one or more states, including statewliich we have not accrued tax liability, requirius to collect sales or other taxes with
respect to sales of our solutions or customer stigpald result in substantial tax liabilities fpast transactions, including interest and
penalties, discourage customers from purchasingalutions or otherwise harm our business and tipgreesults.

Changes in financial accounting standards or pracéis may cause adverse, unexpected financial repgrfluctuations and affect our
reported results of operations.

Financial accounting standards may change or itieirpretation may change. A change in accountiagdards or practices can have a
significant effect on our reported results and reegn affect our reporting of transactions complétefre the change becomes effective.
Changes to existing rules or the re-examining ofenit practices may adversely affect our reporiegiicial results or the way we conduct our
business. Accounting for revenues from sales ofolutions is particularly complex, is often thédgat of intense scrutiny by the Securities
and Exchange Commission, or SEC, and will evolvihad=inancial Accounting Standards Board, or FAGBitinues to consider applicable
accounting standards in this area.

We may acquire or invest in companies, or pursuesimgss partnerships, which may divert our managert®attention, result in
ownership dilution to our stockholders, and we mlg unable to integrate acquired businesses and tetdbgies successfully or achieve the
expected benefits of such acquisitions or investisen

We may evaluate and consider potential strategitstictions, including acquisitions of, or investtaen, businesses, technologies,
services, products and other assets in the fuflecalso may enter into relationships with otherifiesses to expand our solutions, which coul
involve preferred or exclusive licenses, additiactannels of distribution, discount pricing or istraents in other companies. Negotiating tl
transactions can be time-consuming, difficult arplemsive, and our ability to close these transastinay be subject to approvals that are
beyond our control. In addition, we have limiteghesience in acquiring other businesses. We map@aible to find and identify desirable
acquisition targets, we may incorrectly estimateuhlue of an acquisition target, and we may nauseessful in entering into an agreement
with any particular target. Consequently, thesadaations, even if undertaken and announced, magiose.
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If we acquire additional businesses, we may noieaehthe anticipated benefits from the acquiredriess due to a number of factors,
including:

« our inability to integrate or benefit from acquirethnologies or servict

 unanticipated costs or liabilities associated i acquisitior

« incurrence of acquisitiorelated cost

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

- difficulties and additional expenses associateti sitpporting legacy solutions and hosting infradtme of the acquired busine

« difficulty converting the customers of the aagdli business to our solutions and contract temmefyding disparities in the revenues,
licensing, support or professional services modlghe acquired company;

« diversion of management's attention from otherrmss concerr
 adverse effects to our existing business relatipsshith business partners and customers as & gfghe acquisitior
» use of resources that are needed in other paasrdiusines:
« the issuance of additional equity securities thatle dilute the ownership interests of our stocklieod
« the use of a substantial portion of our cash treatvay need to operate our busin
« incurrence of debt on terms unfavorable to us at e are unable to rep
« incurrence of large charges or substantial liabgi
« difficulties retaining key employees of the acqdimmpany or integrating diverse software coddsusiness culture; a
« become subject to adverse tax consequences, stidlsti@preciation or deferred compensation cha
In addition, a significant portion of the purchgsi&e of companies we acquire may be allocateddoiaed goodwill and other intangible
assets, which must be assessed for impairmenasttdenually. In the future, if our acquisitionsruu yield expected returns, we may be
required to take charges to our operating resaléedh on this impairment assessment process, whidth adversely affect our results of
operations.
We may not be able to secure sufficient additiofiabncing on favorable terms, or at all, to meet ofuture capital needs.
We may require additional capital in the futurgtosue business opportunities or acquisitions gpard to challenges and unforeseen
circumstances. We may also decide to engage ityeguudebt financings or enter into credit facdiifor other reasons. We may not be able tc
secure additional debt or equity financing in agiyrmanner, on favorable terms, or at all. Any det#ncing we obtain in the future could

involve restrictive covenants relating to our cabitising activities and other financial and opiersal matters, which may make it more
difficult for us to obtain additional capital andrgue business opportunities, including potensgussitions.

Risks Related to Ownership of Our Common Stock
Our stock price could decline due to the large nuemlof outstanding shares of our common stock eligilfor future sale.

Sales of substantial amounts of our common stotkdrpublic market following our IPO or the perdeptthat these sales could occur,
could cause the market price of our common stodetdine. These sales could also make it morecdifffor us to sell equity or equity-related
securities in the future at a time and price thatdeem appropriate. We have 34,937,128
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shares of common stock outstanding as of Januar®5b , excluding shares issuable upon the exeofisur outstanding stock options or
vesting of restricted stock units and shares otiservgsuable pursuant to our stock plans. The stsmid in the IPO were immediately tradable
without restriction, except for any shares purchdseour affiliates as defined in Rule 144 of thee@ities Act or by immediate family
members of our directors and officers in the dedcthare program. Shares beneficially owned bfiiliates and employees are subject to
volume and other restrictions under Rules 144 @idunder the Securities Act of 1933, as amendetheoBecurities Act, various vesting
agreements, our insider trading policy and anyieaple 10b5-1 trading plan.

On May 15, 2014, we registered 8,960,341 sharesioEommon stock that we have issued or may issderwur stock plans. These
shares can be freely sold in the public market ugsmance, subject in some cases to volume and me$ieictions under Rules 144 and 701
under the Securities Act, and various vesting ageses and trading windows under our insider tragiolicy. In addition, some of our
employees, including some of our named executifieas§, have entered into 10b5-1 trading plansndigg sales of shares of our common
stock. If any of these additional shares are smidf, it is perceived that they will be sold, iretipublic market, the trading price of our common
stock could decline.

As of January 31, 2015, holders of approximately%d.of our common stock were entitled to rightshwiéspect to the registration of
their shares under the Securities Act. If we regititeir shares of common stock, these stockholdrrisl sell those shares in the public marke
without being subject to the volume and other retstns of Rule 144 and Rule 701.

In the future, we may issue securities in connecliith investments and acquisitions. The amourmsfcommon stock issued in
connection with an investment or acquisition catddstitute a material portion of our then outstagditock. Due to these factors, sales of a
substantial number of shares of our common stotkerpublic market could occur at any time. Thedess or the perception in the market tha
the holders of a large number of shares intenéltskares, could reduce the market price of ourronon stock.

If securities or industry analysts publish unfavabée or misleading research about our business, ease coverage of our company,
our stock price and trading volume could decline.

The trading market for our common stock dependsit on the research and reports that securitigsdastry analysts publish about u:
our business. If one or more of the securitiesidustry analysts who covers us downgrades our stopkblishes unfavorable or misleading
research about our business, our stock price wikgly decline. If one or more of these analystasas coverage of our company or fails to
publish reports on us regularly, we could losehyiity in the market for our stock, and demanddar stock could decrease, which could caust
our stock price or trading volume to decline.

We have incurred and will continue to incur signdant increased expenses and administrative burdass public company, which
could have a material adverse effect on our opesas and financial results.

We face increased legal, accounting, administragi other costs and expenses as a public companweé did not incur as a private
company, prior to our IPO in March 2014. The Sadsa®xley Act of 2002, or the Sarbanes-Oxley Aatluding the requirements of
Section 404, as well as rules and regulations sulesely implemented by the SEC, the Public Compargounting Oversight Board and the
New York Stock Exchange, impose additional repgrénd other obligations on public companies. Coamgié with public compar
requirements have and will increase our costs askersome activities more time-consuming. SincelBQr, we have created new board
committees and have adopted new internal contralsdésclosure controls and procedures. In additi@have and will continue to incur
additional expenses associated with our SEC remgpréquirements. In connection with our IPO, weaapied a new chief financial officer and
hired several finance and accounting personnebkant individuals have only worked for us for a tiedi period of time and have limited
experience in managing public companies. Furthegribwe identify any issues in complying with teagquirements (for example, if our
financial systems prove inadequate or we or ouitansdidentify deficiencies in our internal contmler financial reporting), we could incur
additional costs rectifying those issues, and #igtence of those issues could adversely affeabwsteputation or investor perceptions of u:
is also more expensive to maintain director angteifliability insurance as a public company. Riaksociated with our status as a public
company may make it more difficult for us to attrand retain qualified persons to serve on ourdofdirectors or as executive officers. The
additional reporting and other obligations imposadis by these rules and regulations have and pecewill continue to increase our legal
and financial compliance costs and the costs ofelated legal, accounting and administrative @ais. These costs require us to divert a
significant amount of money that we could otherwise to expand our business and achieve our stratejgctives. Proposals submitted by
stockholders at our annual meeting or other adyoetforts by stockholders and third parties may @irompt additional changes in governe
and reporting requirements, which could furtheréase our costs.

In addition, changing laws, regulations and statisiaelating to corporate governance and publidalisce are creating uncertainty for
public companies, increasing legal and financiahpliance costs and making some activities more torsuming. These laws, regulations
standards are subject to varying interpretationsjany cases due to their lack of
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specificity, and, as a result, their applicatiopractice may evolve over time as new guidancedsiged by regulatory and governing bodies.
This situation could result in continuing uncertgiregarding compliance matters and higher costesstated by ongoing revisions to
disclosure and governance practices. We intenaviest resources to comply with evolving laws, ragahs and standards, and this investmer
may result in increased general and administraigeEnses and a diversion of management's timetterdian from revenue-generating
activities to compliance activities. If our effottscomply with new laws, regulations and standaitfer from the activities intended by
regulatory or governing bodies due to ambiguitedated to their application and practice, regulatarthorities may initiate investigations,
inquiries, administrative proceedings or legal pemtings against us and our business may be advafssited.

Insiders continue to have substantial control oves, which may limit our stockholders' ability to fluence corporate matters and del
or prevent a third party from acquiring control oveis.

As of January 31, 2015, our directors, executifieefs and holders of more than 5% of our commouolsttogether with their affiliates,
beneficially owned, in the aggregate, approximaéy% of our outstanding common stock. This sigaift concentration of ownership may
adversely affect the trading price for our commtmtls because investors often perceive disadvaniagesning stock in companies with one
or more large stockholders. In addition, theseldtolders will be able to exercise significant ihece over all matters requiring stockholder
approval, including the election of directors appmval of corporate transactions, such as a mengether sale of our company or its assets.
This concentration of ownership could limit otheyckholders' ability to influence corporate mattensl may have the effect of delaying or
preventing a change in control, including a mergensolidation or other business combination inW@ws, or discouraging a potential
acquirer from making a tender offer or otherwigerapting to obtain control, even if that changeantrol would benefit our other
stockholders.

Our management has broad discretion over the us¢hef proceeds we received in our IPO and might apply those proceeds in ways
that increase the value of our common stock.

Our management has broad discretion to use theroeteds from our IPO. Our management might ndiapp net proceeds of the IPO
in ways that increase the value of our common stéék used approximately $6.2 million of our netqeeds to repay outstanding indebtednes
under our credit facility with Wells Fargo Bank, tmal Association, or Credit Facility, and exp&xuse the balance for general corporate
purposes, including working capital and capitalengtitures, which may in the future include investiaén, or acquisitions of, complementary
businesses, services or technologies. Our managemnigint not be able to yield a significant retuifrany, on any use of these net proceeds.

If we fail to maintain proper and effective interdaontrols, our ability to produce accurate and taty financial statements could be
impaired, which could harm our operating resultsupability to operate our business and investorgws of us.

Ensuring that we have adequate internal financidlaccounting controls and procedures in placéavwe can produce accurate
financial statements on a timely basis is a caatly time-consuming effort that needs to be re-aetatlifrequently. Our internal control over
financial reporting is a process designed to preve&hsonable assurance regarding the reliabilitinafcial reporting and preparation of
financial statements in accordance with GAAP. Weiarthe process of documenting, reviewing and awmg our internal controls and
procedures for compliance with Section 404(a) ef$larbane®xley Act, which requires annual management assa#sof the effectiveness
our internal control over financial reporting. Ieviail to maintain proper and effective internahtols, our ability to produce accurate and
timely financial statements could be impaired, whiould harm our operating results, harm our ahititoperate our business and reduce the
trading price of our stock.

Our stock price may be volatile.

The trading price of our common stock has beenispdpected to continue to be highly volatile andld be subject to wide fluctuations
in response to various factors, including the fésttors described in this report, and other fadb@ond our control. Factors affecting the
trading price of our common stock include:

« variations in our operating results or the operatisults of similar companit

« announcements of technological innovations, selutions or enhancements or strategic partnersiipgreements by us or by our
competitors;
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< changes in the estimates of our operating resolir financial guidance or changes in recommeénmugaby any securities analysts that
follow our common stock;

« the gain or loss of customers, particularly ougésircustomer

« adoption or maodification of regulations, policigspcedures or programs applicable to our busined®ar customers' busine

« marketing and advertising initiatives by us or oampetitors

« threatened or actual litigatic

« changes in our senior managem

* recruitment or departure of key person

« market conditions in our industry, the industrié®or customers and the economy as a w

« the overall performance of the equity mark

« sales of shares of our common stock by existingkstolders

« volatility in our stock price, which may lead liggher stockdased compensation expenses under applicable drgpatandards; ai

 the market's reaction to our reduced disclosuerasult of being an emerging growth company utiedOBS Ac

In addition, the stock market in general and theketsfor technology companies in particular, haxpegienced extreme price and volt
fluctuations that have often been unrelated orrdizprtionate to the operating performance of ttamapanies. Broad market and industry
factors may harm the market price of our commonlstegardless of our actual operating performaBeeh of these factors, among others,
could adversely affect your investment in our comratock. Some companies that have had volatile ebariices for their securities have had
securities class action lawsuits filed against thiém suit were filed against us, regardless @hiterits or outcome, it could result in substantial

costs and divert management's attention.

We currently do not intend to pay dividends on aaommon stock, and, consequently, your only oppoityrio achieve a return on
your investment is if the price of our common stoagpreciates

We have never declared nor paid cash dividendsiogapital stock. We currently do not plan to deeldividends on shares of our
common stock in the foreseeable future. We cuiyeénténd to retain any future earnings to finartee dperation and expansion of our busir
Any payment of future dividends will be at the detoon of our board of directors, subject to commptie with certain covenants contained in
Credit Facility, which limit our ability to pay digends, and will depend on our financial conditimesults of operations, capital requirements,
general business conditions and other factorsatimaboard of directors may deem relevant. Consetyygmur only opportunity to achieve a
return on your investment in our company will béhé market price of our common stock appreciatelsyau sell your shares at a profit. There
is no guarantee that the price of our common stioakwill prevail in the market will ever exceecktprice that you paid for your common
stock.

As an "emerging growth company" under the JOBS Aegte are relying on permitted exemptions from centaisclosure requirement
which could make our common stock less attractigearnvestors.

As an "emerging growth company" under the JOBS Wetare relying on permitted exemptions from certfisclosure requirements. In
particular, we have not included all of the exegitompensation related information that woulddwguired in this report if we were not an
emerging growth company. We are also only providimge years of selected financial data instedtefive years of selected financial data
required for companies that do not qualify for egirg growth company status. In addition, for sogl@s we are an emerging growth compi
we will not be required to:

* have an auditor report on our internal contr@rdinancial reporting pursuant to Section 404(bjhe Sarbane®xley Act;
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« comply with any requirement that may be adoptethleyPublic Company Accounting Oversight Board rdgey mandatory audit firr
rotation or a supplement to the auditor's repavisling additional information about the audit ghd financial statements (auditor
discussion and analysis); and

« submit certain executive compensation mattersacksiolder advisory votes, such as "say on pay™aag on frequency
Because of these exemptions and the other reduseldslire obligations for emerging growth companies stock may appear less
attractive to investors and could cause our stoidepo decline.

Although we intend to rely on certain of the exeimps provided in the JOBS Act, the exact implicat@f the JOBS Act for us are still
subject to interpretations and guidance by the S&Cother regulatory agencies. Also, as our busigeswvs, we may no longer satisfy the
conditions of an emerging growth company. We végthain an "emerging growth company" until the eatlaf (i) the last day of the fiscal ye
during which we have total annual gross revenuéldfillion or more; (ii) the last day of the fisgeear following the fifth anniversary of our
IPO; (iii) the date on which we have, during theypous three-year period, issued more than $bohiilh non-convertible debt; and (iv) the date
on which we are deemed to be a "large accelerdéstidinder the Exchange Act. We will be deemedrgé accelerated filer on the first day of
the fiscal year after the market value of our comraquity held by non-affiliates exceeds $700 millimeasured on June 30. If investors find
our common stock less attractive as a result of@liance on certain of the JOBS Act exemptionstéhmay be a less active trading market fol
our common stock, and our stock price may be molatile.

In addition, Section 107 of the JOBS Act also pdesi that an emerging growth company can take aagartf the extended transition
period provided in Section 7(a)(2)(B) of the Setesi Act for complying with new or revised accoumgtistandards. In other words, an emer
growth company can delay the adoption of certagoanting standards until those standards wouldraile apply to private companies.
However, we have chosen to "opt out" of such ex@dridansition period, and as a result, we will chynwith new or revised accounting
standards on the relevant dates on which adopfion o
such standards is required for non-emerging gr@ethpanies. Section 107 of the JOBS Act providesdbadecision to opt out of the
extended transition period for complying with nesrevised accounting standards is irrevocable.

Anti-takeover provisions in our charter documents@ Delaware law could discourage, delay or prevarghange in control of our
company and may affect the trading price of our coran stock.

We are a Delaware corporation and the anti-takepraiisions of the Delaware General Corporation LaWwich apply to us, may
discourage, delay or prevent a change in contrg@rbhibiting us from engaging in a business comtmnavith an interested stockholder for a
period of three years after the stockholder beccaanédaterested stockholder, even if a change itrobwould be beneficial to our existing
stockholders. In addition, our amended and resizeificate of incorporation and amended and tedthylaws may discourage, delay or
prevent a change in our management or control esénat stockholders may consider favorable. Odificate of incorporation and bylaws:

 authorize the issuance of "blank check" preféstck that could be issued by our board of dimscto help defend against a takeover
attempt;

« establish a classified board of directors, essalt of which the successors to the directorssetierms have expired will be elected to
serve from the time of election and qualificationtilthe third annual meeting following their elext;

« require that directors only be removed from officecause and only upon a supermajority stockholdéez

 provide that vacancies on the board of dire¢toduding newly created directorships, may bledilonly by a majority vote of
directors then in office rather than by stockhaodgler

 prevent stockholders from calling special meeti

« include advance notice procedures for stockhslttenominate candidates for election as direaiotwing matters before an annual
meeting of stockholders;

« prohibit stockholder action by written consent,uigipg all actions to be taken at a meeting ofgtoezkholders; ar

« provide that certain litigation against us can dmdybrought in Delawai

34




Table of Contents

Item 1B. Unresolved Staff Comments.
Not applicable.
Item 2. Properties.

Our principal executive offices are located in AnusTexas, where we lease approximately 86,000rsdfeat of office space under a le.
with an initial term that expires on April 30, 2Q24ith the option to extend the lease for an adddl five year term. In July 2014, we entered
into a new agreement to lease approximately 70a0@tional square feet in an office building lochtaljacent to our current headquarters. Wi
anticipate that approximately 55,000 square fe¢h@hew space will become available in Novembds2ihd the remaining approximately
15,000 square feet August 2016. We also leasecddfiace near Atlanta, Georgia. We believe our oufeeilities will be adequate for our
needs for the foreseeable future.

Item 3. Legal Proceedings.

From time to time, we may become involved in lggaiceedings arising in the ordinary course of ausifiess. Management believes tha
there are no claims or actions pending agains€tdmpany, the ultimate disposition of which would/&a@ material impact on our business,
financial condition, results of operations or célstws.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART Il - OTHER INFORMATION
Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters, and Issuer Purchases of Edty Securities.

Market Information and Holders

Our common stock has been listed on the New YaoklSExchange under the symbol “QTWOQO” since MarchZilL4. Prior to that date,
there was no public trading market for our commimels Our common stock was priced at $13.00 petesimaour IPO. The following table
sets forth for the periods indicated the high awl intra-day sale prices per share of our commocksas reported on the New York Stock
Exchange:

High Low
First Quarter (from March 20, 2014) $ 17.3¢  $ 14.41
Second Quarter 2014 16.9¢ 9.62
Third Quarter 2014 16.8¢ 12.4¢
Fourth Quarter 2014 20.4¢ 13.0¢

As of December 31, 2014, we had 61 holders of ceobour common stock. The actual number of holdéommon stock is greater
than this number of record holders and includesksitolders who are beneficial owners, but whoseeshare held in street name by brokers
nominees. The number of holders of record also doesclude stockholders whose shares may beihétdst by other entities.

Dividend Policy

We have never declared or paid any cash dividendsiocommon stock. Any future determination toldexcash dividends on our
common stock will be made at the discretion of lmoaird of directors and will depend on our financiahdition, results of operations, capital
requirements, general business conditions and &dhtors that our board of directors may deem @iéwVe do not anticipate paying cash
dividends on our common stock for the foreseealtleré.

Use of Proceeds From Registered Securities

On March 25, 2014, we completed our IPO of 7,760 @Tares of common stock, at a price of $13.0Gpare, before underwriting
discounts and commissions, and on April 2, 2014 wmapleted the sale of an additional 1,164,131 shaffeur common stock, at a price of
$13.00 per share, before underwriting discountscamdmissions, as a result of the underwriters'@serof their over-allotment option to
purchase additional shares. We sold 7,414,131alf shares and existing stockholders sold an aggredd.,510,870 of such shares. The IPO
generated net proceeds to us of $86.3 milliony aéelucting $10.1 million in underwriting discount®mmissions and offering expenses. We
did not receive any proceeds from the sale of shayehe selling stockholders in the IPO. The joiainaging underwriters of the offering were
J.P. Morgan Securities LLC and Stifel, Nicolaus &pany, Incorporated.

There have been no material changes in the plamsedf proceeds from our IPO from that describetiénfinal prospectus filed with the
SEC pursuant to Rule 424(b) on March 20, 2014. Wigtortion of the proceeds of the IPO, we repajat@aamately $6.2 million of our
outstanding indebtedness under our Credit Facility.

Equity Compensation Plan Information

Information regarding the securities authorizedi$suance under our equity compensation plansoilhcluded in our Proxy Statement
relating to our 2015 annual meeting of stockholderse filed with the SEC within 120 days after #éma of our fiscal year ended December
2014, and is incorporated herein by reference.

Performance Graph

The graph set forth below compares the cumulatited stockholder return on our common stock betwdarch 20, 2014 (the date of our
IPO) and December 31, 2014, with the cumulativel tegturn of (i) the Russell 2000 Index and (ig &P 1500 Application Software Index.
This graph assumes the investment of $100 on M20¢014 in our common stock at our IPO offeringg@of $13.00 per share, the Russell
2000 Index and the S&P 1500 Application Softwarelky and assumes the reinvestment of dividendsyif Note that historic stock price
performance is not necessarily indicative of futsieck price performance.
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extent we specifically incorporate it by referema® such filing.

The information contained in the Stock Performa@caph shall not be deemed to be soliciting materiab be filed with the SEC nor
shall such information be incorporated by referente any future filing under the Securities Actl&33 or the Exchange Act, except to the
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Issuer Purchases of Equity Securities
Total Number
of Shares Approximate
Purchased as  Dollar Value of
Part of a Shares That
Publicly May Be
Total Number ] Announced Purchased
of Shares E’A\;\/ifirggeer} grr:gree Plans or Under the Plans
(1)
Purchased @ Programs or Programs
— % — — % —
1,03i 19.4¢ — —
— % —

November 1 - 30, 2014
December 1 - 31, 2014
Total

1)
exercised.

@)

October 1 - 31, 2014
Total shares purchased are attributable to sh&esumon stock tendered to us by one or more hsldecommon stock options to cover the exerciseepf options

1031 3 19.4¢

Reflects the closing price of Q2 shares as repantettie New York Stock Exchange on the date ofase
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Item 6. Selected Financial Data.

The following selected consolidated statementpefations data for the years ended December 314 2@D13 and 2012 , and the
selected consolidated balance sheet data as ofrbleee31, 2014 and 2013 are derived from our auditeusolidated financial statements
included elsewhere in this Annual Report on ForrK1@ he selected consolidated statement of opersititata for the year ended December
31, 2011 and the balance sheet data as of Dece81he&2012 and 2011 were derived from our auditedsobdated financial statements not
included in this Annual Report on Form 10-K. Thiesied consolidated financial data should be reagkther with "Management's Discussion
and Analysis of Financial Condition and Result©gpkrations," our consolidated financial statementtated notes, and other financial
information included elsewhere in this Annual Repor Form 10-K. Our historical results are not nssarily indicative of our results to be
expected in any future period. All amounts arehimusands, except per share data.

Year Ended December 31,

2014 2013 2012 2011
Consolidated Statements of Operations Data:

Revenues $ 79,12¢ $ 56,87 $ 41,100 $ 26,98
Cost of revenue®® 46,05¢ 36,26 25,17( 14,79¢
Gross profit 33,07t 20,61 15,93: 12,187

Operating expenses:
Sales and marketirg 23,06¢ 16,72¢ 8,96: 5,58¢
Research and developméht 12,08¢ 9,02¢ 5,31 3,42¢
General and administrativé 16,99: 11,742 8,78( 4,857
Unoccupied lease charg@s — 23€ — —
Total operating expenses 52,14¢ 37,73 23,05¢ 13,87
Loss from operations (29,07) (17,127 (7,129 (1,687
Total other expense, net (492) (499 (228) (76)
Loss before income taxes (19,567 (17,627 (7,35€) (1,769
Provision for income taxes (71) (55) (164) (132)
Loss from continuing operations (19,639 (17,67¢) (7,520 (1,89
Loss from discontinued operations, net of tax — (199 (1,259 (1,137
Net loss $ (19,639 $ (17,87H $ (8,779 $ (3,027)

Net loss per common share:

Loss from continuing operations per common shaasicbhand diluted $ (0.67) $ 149 $ (0.66) $ (0.17)
Loss from discontinued operations per common slisic and diluted $ — % (0.0 % (011 % (0.10
Net loss per common share, basic and diluted $ (0.67) $ (151 $ 0.77) $ (0.2%)
Weighted average common shares outstanding:
Basic and diluted 29,25 11,86¢ 11,34¢ 11,32¢
Other Financial Data:
Adjusted EBITDA® $ (10,419 $ (12,310 $ (4,400 $ (277)

@ Includes reclassified costs of research and dewsdop personnel who performed certain implementagiuh customer support servi

as follows:
Year Ended December 31,
2014 2013 2012 2011
Research and development costs classified intoofasvenues $ 141: $ 157: $ 1,39C $ 434
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@ Includes stockased compensation expenses as foll

Year Ended December 31,

2014 2013 2012 2011
Cost of revenues $ 62 $ 264 $ 187 $ 52
Sales and marketing 774 274 12: 52
Research and development 527 257 19t 57
General and administrative 2,64¢ 81C 52¢ 23€
Total stock-based compensation expenses $ 457C $ 1,60 $ 1,031 % 397

®  Unoccupied lease charges include costs relatedrtearly exit from our previous headquarters, plytioffset by anticipated sublease
income from that facility.

@ We previously had a subsidiary which we fully diteesin March 2013. Loss from discontinued operatjoret of tax reflects the
financial results of this divested subsidiary.

®  We define adjusted EBITDA as net loss before deatien, amortization, loss from discontinued opierat, stock-based
compensation, provision for income taxes, totabo#xpense, net, unoccupied lease charges andriatisposal of long-lived assets.

The following table presents a reconciliation of less to adjusted EBITDA for each of the periaudi¢cated:

Year Ended December 31,

2014 2013 2012 2011

Reconciliation of Net Loss to Adjusted EBITDA:

Net loss $ (19639 $ (17,87) $ (8,779 $ (3,029
Depreciation and amortization 4,08: 2,971 1,69 1,01z
Stock-based compensation expense 4,57( 1,60¢ 1,031 397
Loss from discontinued operations, net of tax — 19¢ 1,25¢ 1,132
Provision for income taxes 71 55 164 132
Total other expense, net 497 49¢ 22¢ 76
Unoccupied lease charges — 23€ — —

Adjusted EBITDA $ (10,419 $ (12,310 $ (4,400 $ (277)

Year Ended December 31,

2014 2013 2012 2011
Consolidated Balance Sheet Data:
Cash and cash equivalents $ 67,97¢ $ 18,67F $ 9,111 $ 15,36:
Total current assets 104,52: 33,87: 19,13¢ 22,724
Deferred solution and other costs, total 12,21¢ 8,48 5,394 4,32¢
Deferred implementation costs, total 7,374 6,374 5,13: 3,71¢
Total current liabilities 32,881 29,19: 19,08: 12,56:
Deferred revenues, total 36,72¢ 27,50 17,84( 13,50¢
Total redeemable preferred and common stock — 42,05 21,73( 21,73(
Total stockholders' equity (deficit) 78,94( (36,31¢) (18,98) (12,250
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with our
consolidated financial statements and related notefsided elsewhere in this Annual Report on Fofi¥K1 In addition to historical
consolidated financial information, the followingsdussion contains forward-looking statements th#lect our plans, estimates and beliefs.
Our actual results could differ materially from #®discussed in the forwaldeking statements. Factors that could cause otrdmute to thes
differences include those discussed below and bBErwn this Annual Report on Form 10-K, particljain the section titled “Risk Factors.”

Overview

We are a leading provider of secure, cloud-basedalibanking solutions. We enable regional androomity financial institutions, or
RCFIs, to deliver a robust suite of integratedudttbanking services and engage more effectivelly thieir retail and commercial account
holders who expect to bank anytime, anywhere anahgrdevice. Our solutions are often the most feagjpoint of interaction between our
RCFI customers and their account holders. As swelpurpose-built our solutions to deliver a comipgll consistent user experience across
digital channels and drive the success of our coste by extending their local brands, enabling mmpd account holder retention and creating
incremental sales opportunities.

The effective delivery and management of secureaaivdnced virtual banking solutions in the com@eg heavily-regulated financial
services industry require significant resourcessqanel and expertise. We provide virtual bankiolgtions that are designed to be highly
configurable, scalable and adaptable to the sjpendfeds of our RCFI customers. Our solutions detivaccount holders a unified virtual
banking experience across online, mobile, voicetabtkt channels by leveraging a common platforat ititegrates our solutions with each
other and with our customers' other internal airditparty systems. In addition, we design our sohg and our data center infrastructure to
comply with stringent security and technical regjolas applicable to financial institutions and sdeguard our customers and their account
holders through features such as real-time riskfendi analytics.

We deliver our solutions to the substantial mayooit our customers using a software-as-a-servic€aaS, model under which our
customers pay subscription fees for the use obolutions. A small portion of our customers host snlutions in their own data centers under
term license and maintenance agreements. Our castdmve numerous account holders, and those adoolders can represent one or more
registered users on our solutions. We price owrtigwis based on the number of solutions purchagedibcustomers and the number of
registered users utilizing our solutions. We ealtditfonal revenues based on the number ofg@lf-and certain other transactions that regis
users perform on our virtual banking solutionsxness of the levels included in our standard sibisan fee. As a result, our revenues grov
our customers buy more solutions from us and irserélae number of registered users utilizing ouwntgmhs and as those users increase their
number of transactions on our solutions.

We have achieved significant growth since our itioep During each of the past three years, ourayenumber of registered users per
installed customer has grown, and we have beentalskell additional solutions to existing custom&sr revenues per installed customer and
per registered user vary period-to-period basetherength and timing of customer implementatiamsnges in the average number of
registered users per customer, sales of additgwiations to existing customers, changes in thebmurof transactions on our solutions by
registered users and variations among existingpmests and new customers with respect to the mpuathased solutions and related pricing.

We believe we have a significant opportunity totomare to grow our business, and we intend to ingesbss our organization to increase
our revenues and improve our operating efficiendiégse investments will increase our costs orbaolate dollar basis, but the timing and
amount of these investments will vary based onrdle at which we expect to add new customers nipdeimentation and support needs of our
customers, our software development plans, ountdolyy infrastructure requirements and the intengads of our organization. Many of th
investments will occur in advance of our realizargy resultant benefit which may make it difficdtdetermine if we are effectively allocating
our resources.

If we are successful in growing our revenues byeasing the number and scope of our customeragakdtips, we anticipate that greater
economies of scale and increased operating leveviigenprove our margins over the long term. Weahnticipate that increases in the
number of registered users for existing customdismprove our margins. However, we do not havg aantrol or influence over whether
account holders elect to become registered usersrafustomers' virtual banking services.

We sell our solutions primarily through our profiessl sales organization. Our target market of apipnately 13,000 RCFls is well-
defined as a result of applicable governmentallegguns. As a result, we are able to effectivelpaentrate our
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sales and marketing efforts on these readily-ifiabte financial institutions. We intend to addesatepresentatives for both banks and credit
unions across the U.S. We also expect to increasewnber of sales support and marketing persoasedkell as our investment in marketing
initiatives designed to increase awareness of autiens and generate new customer opportunities.

We seek to help our RCFI customers succeed by d¢iryadvanced virtual banking solutions that allmw customers to distinguish
themselves from competing financial institutionsl ¥etter engage with their account holders. Weslbelithat we successfully compete in our
market due to our deep domain expertise, reputébioimnovation and the quality, breadth and in&igin of our solutions and common
platform. We have made significant investments, iatehd to increase investments, in technologywation and software development as we
enhance our solutions and platform and increassmand the number of solutions that we offer to R@hd their account holders.

We believe that delivery of consistent, high-qyatiistomer support is a significant driver of R@kFchasing and renewal decisions. To
develop and maintain a reputation for high-quadiyvice, we seek to build deep relationships withaustomers through our customer service
organization, which we staff with personnel who m@tivated by our common mission of using techngltmghelp RCFIs succeed and who are
knowledgeable with respect to the regulated andpbexmature of the financial services industry.wesgrow our business, we must continue
to invest in and grow our services organizatiosupport our customers' needs and maintain our agput

On March 25, 2014, we completed our IPO of 7,760 @Tares of common stock at a price of $13.00 lperes before underwriting
discounts and commissions, and on April 2, 2014 wmapleted the sale of an additional 1,164,131 shaffeur common stock, at a price of
$13.00 per share, before underwriting discountscamdmissions, as a result of the underwriters'@serof their over-allotment option to
purchase additional shares. We sold 7,414,131alf shares, and existing stockholders sold an agtgeg 1,510,870 of such shares. The IPC
generated net proceeds to us of approximately $86li®n, after deducting $10.1 million in undentimg discounts and commissions and
offering costs, which have been recorded agaimspthceeds received from the IPO. We did not recaiy proceeds from the sale of share
the selling stockholders in the IPO.

There have been no material changes in the plamsedf proceeds from our IPO from that describatiénfinal prospectus filed with the
SEC pursuant to Rule 424(b) on March 20, 2014. Wiglortion of the proceeds of the IPO, we repajat@aamately $6.2 million of our
outstanding indebtedness under our Credit Facility.

Key Operating Measures

In addition to the GAAP measures described beloVivianagement's Discussion and Analysis of Finar€@idition and Results of
Operations—Components of Operating Results," weitmothe following operating measures to evaluataugh trends, plan investments and
measure the effectiveness of our sales and magketiarts:

Installed Customer:

We define installed customers as the number obawsts from which we are currently recognizing rexes The average size of our
installed customers, measured in both registeretsyser installed customer and revenues per iadtalistomer, has increased over time as o
existing installed customers continue to add regist users and buy more solutions from us, andeaesdd larger RCFls to our installed
customer base. The rate at which we add installstbmers varies based on our implementation capaicé size and unique needs of our
customers and the readiness of our customers temgnt our solutions. We had 361, 334 and 299liestaustomers as of December 31,
2014 , 2013 and 2012 , respectively.
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Registered User

We define a registered user as an individual rdlegean account holder of an installed customer hd®registered to use one or more of
our solutions and has current access to use tlohsoss as of the last day of the reporting pepoglsented. We price our solutions based on
the number of registered users, so as the numbregistered users of our solutions increases,exanues grow. Our average number of
registered users per installed customer grows eeasting customers add more registered useraamee add larger RCFIs to our installed
customer base. We anticipate that the number @ftergd users will grow at a faster rate than aumiper of installed customers. The rate at
which our customers add registered users and thenrental revenues we recognize from new regisigsers vary significantly period-to-
period based on the timing of our implementatiohsew customers and the timing of registration @fvrusers. Our installed customers had
approximately 4.3 million, 3.1 million and 2.4 niilh registered users as of December 31, 2014 , a0d2012 , respectively.

Revenue Retention Ra

We believe that our ability to retain our installagstomers and expand their use of our productsandces over time is an indicator of
the stability of our revenue base and the lterga value of our customer relationships. We assesperformance in this area using a metric
refer to as our revenue retention rate. We calewdat revenue retention rate as the total reveinuesalendar year from customers who were
installed customers as of December 31 of the pgar, expressed as a percentage of the total reseturing the prior year from those insta
customers. Our revenue retention rate provideghignto the impact on current year revenues ohtlmaber of new customers implemented
during the prior year, the timing of our implemeita of those new customers in the prior year, ghow the number of registered users and
changes in their usage of our solutions, salegwfproducts and services to our existing instatiestomers during the current year and
customer attrition. The most significant driverscbnges in our revenue retention rate each year Hiatorically been the number of new
customers in the prior year and the timing of aaplementation of those new customers. The timingusfimplementation of new customer:
the prior year is significant because we do nat s&zognizing revenues from new customers ungythecome installed customers. If
implementations are weighted more heavily in th&t for second half of the prior year, our reveretention rate will be lower or higher,
respectively. Our revenue retention rate was 1228% and 136% for the years ended December 31, 22043 and 2012 , respectively.

Churn

We utilize churn to monitor the satisfaction of @lients and evaluate the effectiveness of ourrtass strategies. We define churn as the
amount of any monthly recurring revenue lossestdweistomer cancellations and downgrades, netgfages and additions of new solutions,
during a year, divided by our monthly recurringerue at the beginning of the year. Cancellatiofes te customers that have either stopped
using our services completely or remained a custdmaeterminated a particular service. Downgradesaaresult of customers taking less of a
particular service or renewing their contract figrntical services at a lower price. Our annual clnas ranged from 5.4% to 3.5% over the las
four years, and we had annual churn of 4.8%, 3.686326% for the years ended December 31, 20143 a0d 2012 , respectively. Our use of
churn has limitations as an analytical tool, angegiors should not consider it in isolation. Otb@mpanies in our industry may calculate churr
differently, which reduces its usefulness as a @mamve measure.

Adjusted EBITDA

We define adjusted EBITDA as net loss before deatien, amortization, loss from discontinued opierad, stock-based compensation,
provision for income taxes, total other expensg, umeoccupied lease charges and disposal of lmegHassets. We believe that adjusted
EBITDA provides useful information to investors asttiers in understanding and evaluating our ogegagsults for the following reasons:

» adjusted EBITDA is widely used by investors @edurities analysts to measure a company's opgiagiriormance without regard to
items that can vary substantially from companydmpany depending upon their financing, capitalcites and the method by whi
assets were acquired;

* our management uses adjusted EBITDA in conjonatiith GAAP financial measures for planning pugmsn the preparation of our

annual operating budget, as a measure of our apgetrformance, to assess the effectiveness dfsiness strategies and to
communicate with our board of directors concerrangfinancial performance;
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 adjusted EBITDA provides more consistency anagarability with our past financial performance;ifidates period-to-period
comparisons of our operations and also facilitatesparisons with other companies, many of whichsirsdar non-GAAP financial
measures to supplement their GAAP results; and

« our investor and analyst presentations includesaeUEBITDA as a supplemental measure of our ovepairating performanc

Adjusted EBITDA should not be considered as arrmdiive to net loss or any other measure of firelmmrformance calculated and
presented in accordance with GAAP. The use of &eljluSBITDA as an analytical tool has limitationgksas:

 depreciation and amortization are non-cash @sarand the assets being depreciated or amortileaften have to be replaced in the
future and adjusted EBITDA does not reflect casjuiements for such replacements;

- adjusted EBITDA may not reflect changes in, or casfuirements for, our working capital needs ornt@stual commitment
« adjusted EBITDA does not reflect the potentiailutive impact of stockbased compensatic
« adjusted EBITDA does not reflect interest or tayrpants that could reduce cash available for usd

» other companies, including companies in our §idy might calculate adjusted EBITDA or similatitfed measures differently, which
reduces their usefulness as comparative measures.

Because of these and other limitations, you shoaitsider adjusted EBITDA together with our GAAPditial measures including cash
flow from operations and net loss. The followingleapresents a reconciliation of net loss to adui&BITDA for each of the periods indicated
(in thousands):

Year Ended December 31,

2014 2013 2012

Reconciliation of Net Loss to Adjusted EBITDA:

Net loss $ (19639 $ (17879 $ (8,779
Depreciation and amortization 4,08: 2,971 1,697
Stock-based compensation expense 4,57( 1,60t 1,031
Loss from discontinued operations, net of tax — 19¢ 1,25¢
Provision for income taxes 71 55 164
Total other expense, net 492 49¢ 22¢
Unoccupied lease charges — 23€ —

Adjusted EBITDA $ (10419 $ (12310 $ (4,400

Components of Operating Results
Revenue:

All of our revenue-generating activities directlate to the sale, implementation and support ofolutions within a single operating
segment. We derive the substantial majority ofrevenues from subscription fees for the use ofsolutions hosted in our data centers as we
as revenues for implementation and customer sugpovices related to our solutions. A small portddour customers host our solutions in
their own data centers under term license and mr@amce agreements, and we recognize the corresigamienues over the term of those
customer agreements.

Subscription fees are based on the number of sakippurchased by our customers, the number ofteegitusers and the number of bill-
pay and certain other transactions those useraucbnding our solutions in excess of the leveltuished in our standard subscription fee.
Subscription fees are billed and recognized mortkibr the term of our customer agreements. Thialinérm of our customer agreements
averages over five years, although it varies byaraer. We begin recognizing subscription fees end#te a solution is implemented and mad
available to the customer. The timing of our impéstations
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vary period-to-period based on our implementati@pacity, the number of solutions purchased by aatamers, the size and unique needs of
our customers and the readiness of our customéngpiement our solutions. We recognize any relétgaementation services revenues
ratably over the initial agreement term beginninglee date we commence recognizing subscription #eounts that have been invoiced but
not paid are recorded in accounts receivable anevienues or deferred revenues, depending on whatdineevenue recognition criteria have
been met.

We consider subscription fees to be fixed or deitgaibie unless the fees are subject to refund arsadent or are not payable within our
standard payment terms. In determining whetheectidin of subscription fees is reasonably asswredsonsider financial and other
information about customers, such as a customemsrt credit-worthiness and payment history oiraet Historically, our bad debt expenses
have not been significant.

Cost of Revenues

Cost of revenues is comprised primarily of salasied other personnel-related costs, including eygadenefits, bonuses and stock-
based compensation, for employees providing sesviweur customers. This includes the costs ofraptementation, customer support, data
center and customer training personnel as wellraslassification of costs related to researchadeetlopment personnel who perform
implementation and customer support services. Gfaglvenues also includes the direct costs ofgall-and other third-party intellectual
property included in our solutions, the amortizatad deferred solution and services costs, co-londacility costs and depreciation of our date
center assets, an allocation of general overhesid end referral fees. We allocate general overbgpenses to all departments based on the
number of employees in each department, which weider to be a fair and representative means atation.

The amount of research and development costs s#f@aisto cost of revenues was $1.4 million , $hi6ion and $1.4 million for the
years ended December 31, 202013 and 2012 , respectively.

We capitalize certain personnel costs directlyteeldo the implementation of our solution to thée@x those costs are considered to be
recoverable from future revenues. We amortize tiséscfor a particular implementation once revemoegnition commences, and we amortize
those implementation costs over the remaining @frthe customer agreement. Other costs not direetgverable from future revenues are
expensed in the period incurred. We capitalizedemgntations costs in the amount of $3.8 millié3.2 million and $2.6 milliorior the year:
ended December 31, 2014, 2013 and 2012 , resplgctive

We intend to continue to increase our investmantaur implementation and customer support teamgeaithology infrastructure to
serve our customers and support our growth. Weaqusst of revenues to continue to grow in absaiotéars as we grow our business but to
fluctuate as a percentage of revenues based paihycgn the level and timing of implementation asupport activities and other related costs.
We expect our gross margins to decrease in thetaearas we add larger customers requiring highezl$ of implementation and customer
support services.

Operating Expenses

Operating expenses consist of sales and marke&esgarch and development and general and admiiistexpenses. We intend to
continue to hire new employees and make other imesss to support our anticipated growth. As altesie expect our operating expenses to
increase in absolute dollars but to decrease ascaiptage of revenues over the long term as we guowusiness.

Sales and Marketing

Sales and marketing expenses consist primarilplafies and other personmelated costs, including commissions, benefitsulses ani
stock-based compensation. Additional expenseserédaadvertising, lead generation, promotional épengrams, corporate communications,
travel and allocated overhead.

Sales and marketing expenses as a percentagealafelee¢nues will change in any given period basedaveral factors including the
addition of newly-hired sales professionals, thmbear and timing of newly-installed customers areldmount of sales commissions expense
amortized related to those customers. Commissiangenerally capitalized and then amortized ovellitk of the customer agreement.

Sales and marketing expenses are also impactdtehinting of significant marketing programs sucloasannual user conference wh
we typically hold during the second quarter. Wengilacontinue investing in sales and marketing by
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increasing our number of sales and marketing pesand expanding our sales and marketing actvitide believe these investments will
help us build brand awareness, add new customdrexgand sales to our existing customers as theynce to buy more solutions from us,
the number of registered users utilizing our sohdigrows and those users increase the numbemsfatctions on our solutions.

Research and Development

We believe that continuing to improve and enhangesolutions is essential to maintaining our repartafor innovation and growing our
customer base and revenues. Research and develogxpenses include salaries and personnel-relagd,dncluding benefits, bonuses and
stock-based compensation, third-party contractpenges, software development costs, allocated eadraind other related expenses incurrec
in developing new solutions and enhancing exissioigtions. Research and development expenses peased as incurred. To date, software
development costs eligible for capitalization hawe been significant. Accordingly, we have not talfied any software development costs,
and we do not anticipate capitalizing any suchswsthe foreseeable future.

General and Administrative

General and administrative expenses consist piliynafrsalaries and other personnel-related costduding benefits, bonuses and stock-
based compensation, of our administrative, finaammeaccounting, information systems, legal and hureaources employees. Additional
expenses include consulting and professional feesrance and travel. Our general and adminisgaipenses have increased as a result of
our operating as a public company since our IP@s&rexpenses include costs to comply with Sectidnod the Sarbanes-Oxley Act and othel
regulations governing public companies, increasetiscof directors' and officers' liability insuranincreased professional services expenses
and costs associated with enhanced investor refatiotivities.

Unoccupied Lease Charges

Unoccupied lease charges include costs relatdtktedrly exit from our previous headquarters faggipartially offset by anticipated
sublease income from that facility.

Total Other Expense, Net

Total other expense, net, consists primarily ofii@st income and expense. We earn interest incanoerrocash, cash equivalents and
investments, and expect interest income to incrdasdo the increase in our cash, cash equivaderttsnvestments as a result of our IPO.
Interest expense consists primarily of the inteire=irred on outstanding borrowings under our Gredcility. We expect interest expense to
decrease in future periods as we have utilizedriopoof the proceeds from our IPO to pay down gipo of our Credit Facility.

Provision for Income Taxe:

As a result of our current net operating loss pasjtincome tax expenses consist primarily of stateme taxes. We incurred minir
state income taxes for each of the years endednite=e31, 2014, 2013 and 201@ur net operating loss carryforwards for fed@rabme ta
purposes were $69.9 million at December 31, 201 will expire at various dates beginning in 2026dt utilized. We also held state
credits of $0.2 million and federal alternative miom tax credits of $0.1 million at December 31120The state tax credits will expire
2027 if not utilized, and the federal alternativeimum tax credits have an indefinite carryforwaetiod.

Critical Accounting Policies and Significant Judgmeats and Estimates

Our management’s discussion and analysis of oantial condition and results of operations is basedur consolidated financial
statements, which have been prepared in accordeitit€&AAP. The preparation of these consolidatediicial statements requires us to mak
estimates and assumptions that affect the repartemlints of assets and liabilities, disclosure otiogent assets and liabilities at the date ©
consolidated financial statements, and the rep@medunts of revenues and expenses. In accordatit&WAP, we base our estimates on
historical experience and on various other assumgtihat we believe are reasonable under the cgtaunmes. Actual results might differ from
these estimates under different assumptions oritonsl
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Our significant accounting policies are describetlote 2 to our consolidated financial statemepfsearing elsewhere in this Annual
Report on Form 10-K, and we believe that the actiogmolicies discussed below involve the greadesfree of complexity and exercise of
significant judgments and estimates by our manageriée methods, estimates and judgments that eéuspplying our accounting policies
have a significant impact on our results of operatiand, accordingly, we believe the policies desdrbelow are the most critical for
understanding and evaluating our financial condidad results of operations.

Revenue Recoghnitio

All of our revenue-generating activities directbfate to the sale, implementation and support ofolutions within a single operating
segment. We derive the substantial majority ofrevenues from subscription fees for the use ofsolutions hosted in our data centers as we
as revenues for implementation and customer sugpovices related to our solutions. A small portddour customers host our solutions in
their own data centers under term license and ewamce agreements, and we recognize the corresigamdienues monthly over the term of
those customer agreements.

Revenues are recognized net of sales credits fowdazices. We begin to recognize revenue for a oustavhen all of the following
conditions are satisfied:

« there is persuasive evidence of an arrange!

« the service has been or is being provided to tstoower

« the collection of the fees is reasonably assuned

» the amount of fees to be paid by the customexé&ifor determinabl

Determining whether and when these criteria haes lmeet can require significant judgment and estsidh general, revenue
recognition is commenced when our solutions ardempnted and made available to the customers.

Subscription fees are billed and recognized mordkir the agreement term. The initial term of austomer agreements averages over
five years, although it varies by customer. We bagcognizing subscription fees on the date a isnlus implemented and made available to
the customer. The timing of our implementationsaeriod-to-period based on our implementation capathe number of solutions
purchased by our customers, the size and uniquisradeur customers and the readiness of our ces®ta implement our solutions. We
recognize any related implementation services ng@gmatably over the initial agreement term begigmin the date we commence recognizing
subscription fees. Amounts that have been invosredecorded in accounts receivable and deferrezhues or revenues, depending on
whether our revenue recognition criteria have baeh

We enter into arrangements with multipteliverables that generally include multiple sul@ns and implementation services. We
consider subscription fees to be fixed or deterivimanless the fee is subject to refund or adjustraeis not payable within our standard
payment terms. In determining whether collectiothef subscription fees is reasonably assured, wsider financial and other information
about customers, such as a customer’s currentteveatithiness and payment history over time. Histdlycaur bad debt expenses have not
been significant.

For multiple-deliverable arrangements, arrangement consideristiaiiocated to deliverables based on their nedagielling price. In
order to treat deliverables in a multiple-delivdeatrrangement as separate units of accountingleliverables must have standalone value
upon delivery. If the deliverables have standaleslee upon delivery, each deliverable must be atwalifor separately. Subscription services
have standalone value as such services are ofigdseggarately. In determining whether implementatiervices have standalone value apart
from the subscription services, we consider fadtuehiding the availability of the services fronhet vendors. To date, we have concluded th:
the implementation services included in our mugtipleliverable arrangements do not have standalonevak a result, when implementation
services are sold in a multipldeliverable arrangement we capitalize any feegiipfementation services and recognize such amoatably
over the period of performance for the initial amser agreement term.

When multiple-deliverables included in an arrangement are seguhiato different units of accounting, the consédiem is allocated to
the identified separate units based on a rela#lliasng price hierarchy. The selling price for aidetable is based on its vendspecific
objective evidence of selling price, or VSOE, ihdable, third-party evidence of selling price, or TPE, if VSOt available or best estim
of selling price, or BESP, if neither VSOE nor TREvailable. We have not established VSOE forsulnscription services due to lack of
pricing consistency, the introduction of new seegi@nd other factors. We have determined that $RBtia practical alternative due to
differences in our service offerings compared teeoparties and the lack of availability of relevtrird-party pricing information.
Accordingly, we use BESP to

46




Table of Contents

determine the relative selling price. The amountestnues allocated to delivered items is limitedetvenues that are not contingent.

We determined BESP by considering our overall pgabjectives and market conditions. Significanmtipg practices taken into
consideration include our discounting practices,gize and number of our transactions, customepgdeaphics, price lists, gdo—-market
strategy, historical standalone sales and agreepniesis. As our geto-market strategies evolve, we may modify our prigingctices in the
future, which could result in changes in relatiedlisg prices, and include both VSOE and BESP.

Deferred Revenue

Deferred revenues consist primarily of amounts tizae been billed to customers for implementatimaintenance and other services in
advance of revenue recognition and prepayment$veztérom customers in advance for implementatioaintenance and other services, as
well as initial subscription fees. We recognizeedefd revenues as revenues when our corresporelirgue recognition criteria are met.
Customer prepayments are generally applied agawvsices issued to customers when services arenpeed and billed. Deferred revenues
that are expected to be recognized as revenuasydine succeeding twelve month period are recordedrrent liabilities as deferred revent
current portion and the remaining portion is reearéh long-term liabilities as deferred revenues, net of qurportion.

Deferred Implementation Cosl

We capitalize certain personnel and other costda@lto the implementation of our solutions. We dim@ the costs for a particular
implementation once revenue recognition commerargbwe amortize those implementation costs overdimaining term of the customer
agreement. We analyze implementation costs thathmaapitalized to assess their recoverability, waanly capitalize costs that we
anticipate to be recoverable. The portion of cédipiéd implementation costs expected to be amortikethg the succeeding twelve-month
period is recorded in current assets as deferrpteimentation costs, current portion, and the redeiis recorded in longerm assets as
deferred implementation costs, net of current parti

Deferred Solution and Other Cos

We capitalize sales commissions and certain Hpiagity costs related to our customer agreementseltmsts are amortized over the term
of the related customer agreements. We analyzé@uwuand other costs that may be capitalized sessstheir recoverability, and we only
capitalize costs that we anticipate to be recoverdthe portion of capitalized costs expected tammertized during the succeeding twelve-
month period is recorded in current assets as mefeolution and other costs, current portion, thedremainder is recorded in loftgrm asset
as deferred solution and other costs, net of cugertion.

Accounts Receivable, N

Accounts receivable are stated at net realizableeyancluding both billed and unbilled receivabtesustomers. Unbilled receivable
balances arise primarily when we perform servietsted to subscription fee agreements in advanbdliofy. Billing for such services
typically occurs one month in arrears.

We assess the collectability of outstanding accoteteivable on an ongoing basis and maintainlawaice if accounts receivable are
deemed uncollectable. This allowance is recordedrasluction of accounts receivable. At Decembef814 and 2013, we did not provide for
an allowance for doubtful accounts, as all amoontstanding were deemed collectable. Historically, collection experience has not varied
significantly and bad debt expenses have beennifigignt.

Stock-Based Compensation

Stock-based awards are measured at fair value at eachdgte. We recognize stodhased compensation expenses ratably over the
requisite service period of the option award.

Determination of the Fair Value of Stc-Based Compensation Grants
The determination of the fair value of stetlased compensation arrangements is affected bgnhenof variables, including estimates of
the fair value of our common stock, expected sfmate volatility, risk-free interest rate and the expected life of therdwa&/e value stock

options using the BlackScholes optionapricing model, which was developed for use in eating the fair value of traded options that aréyful
transferable and have no vesting restrictions. Bi&choles and
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other option valuation models require the inputighly subjective assumptions, including the expédttock price volatility. If we made
different assumptions, our stodkased compensation expenses, net loss, and ngtlosemmon share could be significantly different.

We have assumed no dividend yield because we dexpetct to pay dividends in the foreseeable futwhech is consistent with our past
practice. The riskfree interest rate assumption is based on obsénterst rates for U.S. Treasury securities wittiuriges consistent with tt
expected life of our stock options. The expectidrigpresents the period of time the stock optamesexpected to be outstanding and is based
on the simplified method. Under the simplified nteththe expected life of an option is presumedetthie midpoint between the vesting date
and the end of the agreement term. We used thdiadpnethod due to the lack of sufficient histmai exercise data to provide a reasonable
basis upon which to otherwise estimate the expdiftedf the stock options. Expected volatilityiased on historical volatilities for publicly
traded stock of comparable companies over the astirexpected life of the stock options. The lfstamparable companies we used to
determine expected volatility was consistent whihse used to determine the corresponding fair vafloeir common stock at each grant date.

We based our estimate of pre-vesting forfeiture$oideiture rate, on historical forfeiture rat&¥e apply the estimated forfeiture rate to
the total estimated fair value of the awards, ai/dd from the Black-Scholes model, to computedfoek-based compensation expenses, net
pre-vesting forfeitures, to be recognized in oursmidated statements of operations.

Determination of the Fair Value of Common Stockzmant Dates

Prior to our IPO, we were a private company withantive public market for our common stock. Ourroloaf directors periodically
determined for financial reporting purposes théestied per share fair value of our common stockaaibus dates using independent third-
party valuations.

We performed these valuations as of March 31, 28&ptember 30, 2011, December 31, 2011, March@12,2une 30, 2012, Septem
30, 2012, December 31, 2012, March 31, 2013, JOn2@L3, October 17, 2013 and December 31, 201Bytlized the probability weighted
expected return model, or PWERM, approach to afléooar equity value to our common shares. The PWERproach employs various
market, income or cost approach calculations depgrzh the likelihood of various liquidation sceioat In conducting the valuations, our
board of directors considered all objective andestlve factors that they believed to be relevantfach valuation conducted, including
management’s estimate of our business conditiaspgrcts and operating performance at each valudditn Within the valuations performed
by our management, a range of factors, assumpgiotsnethodologies were used. Significant factorsiciered were:

* independent thirgrarty valuations performed contemporaneously ortishbefore the grant date, as applica
« the fact that we were a privately held technologmpany and our common stock was illig

« the nature and history of our busin

 our discounted future cash flows, based on oueptigns of future operating results at the t

« valuations of comparable public compar

« the potential impact on common stock of prefaattiquidation and redemption rights of our redwble convertible preferred stock
under different valuation scenarios;

« current and forecasted economic conditions, bottleigdly and specific to our indust

« the estimated likelihood of achieving a liquydévent for shares of our common stock such asitialipublic offering or a sale of our
company, given prevailing market conditions, or agmmg a private company; and

« the state of the initial public offering market &milarly situated privately held technology comjees

There were significant judgments and estimatesr@fién these contemporaneous valuations. Thesggrjedts and estimates included
assumptions regarding our future operating perfamaathe timing of an initial public offering ortar liquidity event and the determination:
the appropriate valuation methods. If we made difieassumptions, our stock-based compensatiomsg&penet loss and net loss per commo
share could be significantly different.

Since the completion of our IPO in March 2014, board of directors has approved stock option graitts exercise prices based on the
closing market price of our common stock on thenydate.
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Income Taxes

We account for income taxes under the asset abititifamethod. We record deferred tax assets aatuilities for the future tax
consequences attributable to differences betweefirthncial statement carrying amounts of existingets and liabilities and their respective
tax bases, as well as for operating loss and &ditccarryforwards. We measure deferred tax assetdiabilities using enacted tax rates
expected to apply to taxable income in the yeavshith we expect to recover or settle those tempatidferences. We recognize the effect of
a change in tax rates on deferred tax assets @nitities in the results of operations in the péribat includes the enactment date. We asse:
likelihood that deferred tax assets will be realizend we recognize a valuation allowance if inre likely than not that some portion of the
deferred tax assets will not be realized. Thissssent requires judgment as to the likelihood andumts of future taxable income by tax
jurisdiction. To date, we have provided a valuatidiowance against our deferred tax assets as lievéehe objective and verifiable evider
of our historical pretax net losses outweighs amsitive evidence of our forecasted future resétthough we believe that our tax estimates
reasonable, the ultimate tax determination invokigaificant judgment. We will continue to monitiie positive and negative evidence and
will adjust the valuation allowance as sufficiebjactive positive evidence becomes available.

We account for uncertain tax positions by recogmjzhe financial statement effects of a tax positialy when, based upon technical
merits, it is more likely than not that the pogitiwill be sustained upon examination. We recogpential accrued interest and penalties
associated with unrecognized tax positions withinglobal operations in income tax expense.

Results of Operations
Consolidated Statements of Operations Data

The following table sets forth our consolidatedestzents of operations data for each of the peiiimtisated (in thousands):

Year Ended December 31,

2014 2013 2012
Revenues $ 7912¢ $ 56,87 $ 41,10
Cost of revenue®® 46,05« 36,26 25,17(
Gross profit 33,07t 20,61 15,93:
Operating expenses:
Sales and marketirg 23,06¢ 16,72¢ 8,96:
Research and developméht 12,08¢ 9,02¢ 5,317
General and administratiye 16,99 11,74 8,78(
Unoccupied lease charg@s — 23€ —
Total operating expenses 52,14¢ 37,73: 23,05¢
Loss from operations (19,079 (17,12 (7,129
Total other expense, net (492 (499 (22¢)
Loss before income taxes (19,569 (17,62 (7,35¢6)
Provision for income taxes (72) (55) (164)
Loss from continuing operations (19,639 (17,67¢ (7,520
Loss from discontinued operations, net of tax — (199 (1,259
Net loss $ (19639 $ (17,87) $ (8,779

@ Includes reclassified costs of research and dewsdop personnel who performed certain implementagizh customer support servi

as follows:
Year Ended December 31,
2014 2013 2012
Research and development costs classified intoofasvenues $ 1,412 $ 1572 $ 1,39(
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@ Includes stockased compensation expenses as foll

Year Ended December 31,

2014 2013 2012
Cost of revenues $ 62: $ 264 $ 187
Sales and marketing 774 274 12:
Research and development 527 257 19t
General and administrative 2,64¢ 81C 52¢
Total stock-based compensation expenses $§ 457C. § 1608 $ 1,08

®  Unoccupied lease charges include costs relatedrtearly exit from our previous headquarters, plytioffset by anticipated sublease
income from that facility.

@ We previously had a subsidiary which we fully diteesin March 2013. Loss from discontinued operatjoret of tax reflects the
financial results of this divested subsidiary.

The following table sets forth our consolidatedestgents of operations data as a percentage ofuesdor each of the periods indicated:

Year Ended December 31,

2014 2013 2012
Revenues 100.C% 100.C% 100.C %
Cost of revenue®® 58.2% 63.£% 61.2%
Gross margin 41.€% 36.2% 38.8 %
Operating expenses:
Sales and marketirg 29.2% 29.4% 21.€%
Research and developméht 15.2% 15.€% 12.¢%
General and administrative 21.E% 20.€% 21.4%
Unoccupied lease charg@s — % 0.4% — %
Total operating expenses 66.C % 66.5 % 56.1%
Loss from operations (24.29% (30.1% (17.9%
Total other expense, net (0.€)% (0.9% (0.6)%
Loss before income taxes (24.9% (31.0% (17.9%
Provision for income taxes (0.2)% (0.1)% (0.4)%
Loss from continuing operations (24.9% (31.)% (18.9%
Loss from discontinued operations, net of tax — % (0.9% (3.)%
Net loss (24.9% (31.9% (21.9%

@ Includes reclassified costs of research and dewedop personnel who performed certain implementatinh customer support services as

follows:
Year Ended December 31,
2014 2013 2012
Research and development costs classified intoof@svenues 1.8% 2.8% 3.4%

50




Table of Contents

@ Includes stockased compensation expenses as foll

Year Ended December 31,

2014 2013 2012
Cost of revenues 0.8% 0.5% 0.5%
Sales and marketing 1.C% 0.5% 0.2%
Research and development 0.7% 0.4% 0.5%
General and administrative 3.2% 1.4% 1.3%
5.8% 2.8% 2.6%

Total stock-based compensation expenses

®  Unoccupied lease charges include costs relatedrtearly exit from our previous headquarters, plytioffset by anticipated sublease
income from that facility.

@ We previously had a subsidiary which we fully diteesin March 2013. Loss from discontinued operatjoret of tax reflects the
financial results of this divested subsidiary.

Comparison of Year Ended December 31, 2014 and 201and the Year Ended December 31, 2013 and 2012
Revenue

The following table presents our revenues for exdhe periods indicated (dollars in thousands):

Year Ended December 31, Change Year Ended December 31, Change
2014 2013 $ (%) 2013 2012 $ (%)
Revenues $ 79,12¢ % 56,87: $ 22,25} 39.1% $ 56,87 $ 41,10: $ 15,77 38.4%

Year Ended December 31, 2014 Compared to the YrededEDecember 31, 201Revenues increased by $22.3 million , or 39.1%mfr
$56.9 million for the year ended December 31, 2@1879.1 million for the year ended December 31,2This increase was primarily
attributable to an $18.2 million increase from gnewth in new registered users from a combinatiostrong client retention and growth from
existing customers and the addition of registeataifrom new installed customers. The remaining #4llion increase was generated from
increases in the number of transactions processiad our solutions. In particular, the number afistered users on our solutions increased
from 3.1 million at December 31, 2013 to 4.3 milliat December 31, 2014 .

Year Ended December 31, 2013 Compared to the YiededEDecember 31, 201Revenues increased by $15.8 million , or 38.4%mfr
$41.1 million for the year ended December 31, 201%56.9 million for the year ended December 31,2@f this increase, $12.7 million was
generated from the growth in new registered usera i combination of strong client retention anovgh from existing customers and the
addition of registered users from new installed@wers. The remaining $3.1 million increase wasegated from increases in the number of
transactions processed using our solutions. Iriqodat, the number of registered users on our gwlatincreased from 2.4 million at December
31, 2012 to 3.1 million at December 31, 2013 .

Cost of Revenues

The following table presents our cost of revenwestch of the periods indicated (dollars in thoadisx:

Year Ended December 31, Change Year Ended December 31, Change

2014 2013 $ (%) 2013 2012 $ (%)
Cost of revenues $ 46,05« $ 36,26 $ 9,79 27.% $ 36,26: $ 2517 $ 11,09 44.1%
Percentage of
revenues 58.2% 63.£% 63.£% 61.2%

Year Ended December 31, 2014 Compared to the fededDecember 31, 201Bost of revenues increased by $9.8 million , 002,
from $36.3 million for the year ended DecemberZ11,3 to $46.1 million for the year ended Decemlier2®14. This increase was primarily
attributable to a $4.3 million increase in persdrsts due to an increase in the number of perdanino provide implementation and
customer support and maintain our data center@tuz technical infrastructure. The increase irspenel costs includes a $0.4 million
increase in stock-based compensation expense t@tbttacost of
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revenue for the increase in the number of stocledbasvards vesting during the period and the ineck&asr value of the awards vesting due to
the increase in our stock price. In addition, theas a $3.8 million increase in direct costs reladtebill-pay transaction processing and other
third-party intellectual property included in owlgtions which was related to the increase in ti@loer of new registered users and
transactions processed on our solutions, a $0l®mihcrease in co-location facility costs and asgiation of our data center assets resulting
from the increased infrastructure necessary to@umprr expanding customer base and a $0.5 milliorease in facilities and other overhead
costs.

Year Ended December 31, 2013 Compared to the YededEDecember 31, 201Qost of revenues increased by $11.1 million , or
44.1% , from $25.2 million for the year ended Debem31, 2012 to $36.3 million for the year ended@&meber 31, 2013. This increase was
primarily attributable to a $4.4 million increasegdersonnel costs due to our growth in the numbpesonnel who provide implementation
and customer support and maintain our data ceatet®ther technical infrastructure, including a2$@illion increase in reclassified research
and development costs. Also, direct costs relaidiilitpay transaction processing and other thiadtypintellectual property included in our
solutions represented $2.9 million of this increasehe number of new registered users and traosagirocessed on our solutions increased,
coocation facility costs and depreciation of ouraleénter assets increased by $2.8 million as wearelqdl our data centers and other tech
infrastructure to support our expanding customeeband we incurred an additional $1.0 millionanilities and other overhead costs.

We defer certain payroll costs directly relatedh® implementation of our solutions to the extéioise costs are considered to be
recoverable from future revenues. However, a sahatgortion of our implementation costs are rigible for deferral and, as a result, are
expensed in the period incurred. Costs relatethfddmentations that have been deferred are amamizer the same period in which the
related revenue is recognized. Additionally, weessted in personnel, business processes and syistieassructure to standardize our business
processes and drive future efficiency in our impdatations, customer support and data center opesatiVe expect these investments in
capacity and process improvement to provide oppii#s for future expansion of our gross marginvasbegin to achieve economies of scale.

Operating Expenses
The following tables present our operating expeifisesach of the periods indicated (dollars in thands):

Sales and Marketing

Year Ended December 31, Change Year Ended December 31, Change

2014 2013 $ (%) 2013 2012 $ (%)
Sales and marketing $ 23,06¢ $ 16,72¢ $ 6,34 37.%% $ 16,72t % 8,96: $ 7,76¢ 86.€%
Percentage of
revenues 29.2% 29.4% 29.8% 21.8%

Year Ended December 31, 2014 Compared to the ViededEDecember 31, 2018ales and marketing expenses increased by $6.3
million , or 37.9% , from $16.7 million for the yeanded December 31, 2013 to $23.1 million forytear ended December 31, 2014. This
increase was primarily attributable to a $5.3 millincrease in personnel costs due to the growtiuo§ales and marketing organizations. The
increase in personnel costs includes a $0.5 milliorease in stock-based compensation expensetdtbto sales and marketing for the
increase in the number of stock-based awards edtiring the period and the increased fair valuthefawards vesting due to the increase in
our stock price. In addition, there was a $0.5imlincrease in travel and entertainment coststdurgcreased employee travel to attract new
customers and efforts to support our sales andetiatkinitiatives, a $0.3 million increase in fabds and other overhead costs, a $0.2 million
increase in discretionary marketing spend as dtrekincreased advertising to drive brand awarsraesl expanded marketing efforts to attrac
new customers and retain and grow existing custenivie anticipate that sales and marketing expem#lesontinue to increase in absolute
dollars in the future as we add personnel to supporrevenue growth and as we increase discretianarketing spend to attract new
customers, retain and grow existing customers aine Brand awareness. We expect such expenseslinalas a percentage of our revenues
over time as our revenues grow.

Year Ended December 31, 2013 Compared to the ViededEDecember 31, 2012ales and marketing expenses increased by $7.8
million , or 86.6% , from $9.0 million for the yeanded December 31, 2012 to $16.7 million for tearyended December 31, 2013. This
increase was primarily attributable to a $5.1 millincrease in personnel costs due to the growtiuogales and marketing organizations. £
discretionary marketing spend increased by $1.Ramihs a result of
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increased advertising to drive brand awarenes®apanded marketing efforts to attract new custorardsretain and grow existing customers
travel and other miscellaneous expenses increas&d.B million as a result of these activities, avelincurred a $0.8 million increase in
facilities and other overhead costs.

Research and Development

Year Ended December 31, Change Year Ended December 31, Change

2014 2013 $ (%) 2013 2012 $ (%)
Research and
development $ 12,08t $ 9,02¢ $ 3,057 33.¢% $ 9,02¢ % 5317 $ 3,71 69.8%
Percentage of
revenues 15.2% 15.% 15.% 12.%%

Year Ended December 31, 2014 Compared to the fededEDecember 31, 201Research and development expenses increased by $:
million , or 33.9% , from $9.0 million for the yeanded December 31, 2013 to $12.1 million for tearyended December 31, 2014. This
increase was primarily attributable to a $2.8 millincrease in personnel costs as a result ofrthetly in our research and development
organization for continued enhancements to ourtiemis. The increase in personnel costs include® aillion increase in stock-based
compensation expense allocated to research antbgdevent for the increase in the number of stocledasvards vesting during the period anc
the increased fair value of the awards vestingtduke increase in our stock price. In additioeréhwas a $0.3 million increase in facilities i
other overhead costs. We anticipate that researdhi@velopment expenses will increase in absolitarg in the future as we continue to
support and expand our platform and enhance ostiegisolutions.

Year Ended December 31, 2013 Compared to the fededEDecember 31, 201Research and development expenses increased by $:
million , or 69.8% , from $5.3 million for the yeanded December 31, 2012 to $9.0 million for tharyended December 31, 2013. This
increase was attributable to a $3.2 million inceciaspersonnel costs as a result of the growthuiresearch and development organization for
continued enhancements to our solutions, a $0I®mihcrease in facilities and other overhead €@std a $0.2 million increase in travel and
other development costs. We reclassified to costw#nues an additional $0.2 million of costs eab research and development personnel
who perform services related to implementation eustomer support.

General and Administrative

Year Ended December 31, Change Year Ended December 31, Change

2014 2013 $ (%) 2013 2012 $ (%)
General and
administrative $ 1699 $ 11,74 $ 5,24¢ 447% $ 11,74 % 8,78C $ 2,967 33.%%
Percentage of
revenues 21.5% 20.€% 20.6% 21.4%

Year Ended December 31, 2014 Compared to the fededEDecember 31, 201General and administrative expenses increased By $&
million , or 44.7% , from $11.7 million for the yeanded December 31, 2013 to $17.0 million forytear ended December 31, 2014. The
increase in general and administrative expensegpuimsgrily attributable to a $4.0 million increasepersonnel costs to support the growth of
our business. The increase in personnel costsdesla $1.8 million increase in stock-based compiemsexpense allocated to general and
administrative expenses for the increase in thebmurof stockbased awards vesting during the period and theased fair value of the awa
vesting due to the increase in our stock price. fEngaining increase was attributable to a $0.8anilincrease in corporate insurance expense
due to our IPO in March 2014, a $0.2 million ingean facilities and other overhead costs, a $Glllomincrease in information technology
and other corporate expenses associated with atinaed efforts to enhance and improve our infadtire, and a $0.1 million increase in
executive travel associated with developing refetirith the investor community. We anticipate tipaberal and administrative expenses will
increase in absolute dollars in the future as altre$ being a public company. General and admiaiste expenses include costs to comply
Section 404 of the Sarbanes-Oxley Act and otharlagigns governing public companies, increasedscoftlirectors' and officers' liability
insurance, and increased professional servicemegpeand costs associated with enhanced invettions activities. We expect such
expenses to decline as a percentage of our revereesime as our revenues grow.
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Year Ended December 31, 2013 Compared to the fededEDecember 31, 201G@eneral and administrative expenses increased By $:
million , or 33.7% , from $8.8 million for the yeanded December 31, 2012 to $11.7 million for theryended December 31, 2013. The
increase in general and administrative expensesttrisutable to a $2.0 million increase in persalroosts to support the growth of our
business and preparation for our initial publiceaffig process, a $0.7 million increase in professiservices costs related to accounting and
tax services, legal services and other professieraices related to internal systems implementatand a $0.3 million increase in facilities
and other overhead costs.

Seasonality and Quarterly Resul

Our overall operating results fluctuate from quartequarter as a result of a variety of factans|uding the timing of investments in
growing our business. The timing of our implemeptatctivities and corresponding revenues from nestomers are subject to fluctuation
based on the timing of our sales. Sales may tebe tower in the first quarter of each year thaaubsequent quarters for such year, but any
resulting impact on our results of operation hasnbaifficult to measure due to the timing of ouplementations and overall growth in our
business. The timing of our implementations alsty yeriod-to-period based on our implementatioracity, the number of solutions
purchased by our customers, the size and uniquisradeur customers and the readiness of our ces®ta implement our solutions. Our
solutions are often the most frequent point ofraxtéon between our customers and their accountehsl As a result, we and our customers at
very deliberate and careful in our implementatiotivities to help ensure a successful roll-outh& solutions to account holders and increase
the registration of new users. Unusually long a@rshmplementations, for even a small number ofauers, may result in short-term quarterly
variability in our results of operations.

Our quarterly results of operations may vary sigaiitly in the future, and period-to-period compans of our operating results may not
be meaningful and should not be relied upon asdication of future results.

Liquidity and Capital Resources
Sources of Liquidity

Since our inception, we have financed our operatfpmmarily through the proceeds from the issuafaaur preferred stock, issuance of
common stock in our IPO, borrowings under creditliites and cash flows from operations. At DecemRik, 2014 , our principal sources of
liquidity were cash, cash equivalents and investmeh$88.9 million and $22.0 million of availabderrowings under our Credit Facility.
Cash Flows

The following table summarizes our cash flows far periods indicated (in thousands):

Year Ended December 31,

2014 2013 2012
Net cash provided by (used in):
Operating activities $ (5,286 $ (1,507) $ (3,009
Investing activities (26,735 (12,309 (2,606€)
Financing activities 81,32¢ 22,38( (637)
Net increase (decrease) in cash and cash equivalent $ 4930/ % 956¢ $ (6,259

Cash Flows from Operating Activities

Cash used in operating activities is primarily irgfhced by the amount and timing of customer regeiptl vendor payments and by the
amount of cash we invest in personnel and infratire to support the anticipated growth of our bess and increase the number of installed
customers.

For the year ended December 31, 2014, our netazaslcash equivalents used in operating activitieeew5.3 million , which consisted
of a net loss of $19.6 million , offset by casHamfs from changes in operating assets and liasliaf $1.1 million and nonash adjustments |
$13.3 million . Cash inflows were the result of&aZsmillion increase in deferred revenue due togased payments and deposits received froi
customers prior to the recognition of revenue ftbose related payments and a $4.0 million decneaaecounts receivable due to the timin
billings at the end of the prior year and
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increased collection efforts. Cash outflows arerd®ilt of a $9.2 million increase in deferred soluand implementation costs due to our
increased customer growth and new and existinggmests undergoing implementations during the peadb?.2 million decrease in accounts
payable and accrued liabilities due to the timihgayments in support of our expanding customee laasl related growth in our technical
infrastructure and a net change in other assetsianitities of $0.7 million. Non-cash items cortgid primarily of $4.4 million of amortization
of deferred implementation and deferred solutioa attner costs, $4.1 million of depreciation and eination expense due to growth in our
fixed asset base, and $4.6 million of stock-basedpensation expense.

For the year ended December 31, 2013, our netaraslcash equivalents used by operating activifid & million primarily consisted
a net loss of $17.9 million, partially offset by.68nillion of cash provided by changes in operatisgets and liabilities and $8.0 million
attributable to non-cash items. Increases in deferevenues of $9.7 million, offset by a $3.3 raillincrease in accounts receivable, are the
result of increases in customer prepayments anglthrim the number of registered users and trarmasiprocessed on our solutions. Increase:
in deferred implementation costs and deferred molignd other costs of $3.2 million and $4.0 millioespectively, are due to an increase i
number of new customers for whom solutions weraedpenplemented during the period. Net increasesarued liabilities of $5.5 million are
attributable to increased spending in support ofesypanding customer base and related growth inemimical infrastructure. Non-cash items
consisted primarily of $3.0 million of depreciatiand amortization expense due to growth in ourdfiasset base and data center and other
technical infrastructure to support our customemgh, $2.8 million of amortization of deferred inephentation and deferred solution and othe
costs and $1.6 million of stock based compensabqense attributable to staffing increases andela¢ed increase in option grants.

For the year ended December 31, 2012, our netaraslcash equivalents used by operating activifig@® million consisted of a net Ic
of $8.8 million, partially offset by $1.0 millionf@ash provided by changes in operating assetdiamitities and $5.9 million in adjustments 1
non-<cash items. Increases in deferred revenues ofrdli8n, offset by a $2.0 million increase in acctsireceivable, are the result of increi
in customer prepayments and growth in the numbeggibtered users and transactions processed @ohtions. Increases in deferred
implementation costs and deferred solution andratbsts of $2.6 million and $1.7 million, respeetiware due to an increase in the number o
new customers undergoing implementation duringptiréod. Net increases in accounts payable and eddiabilities of $1.9 million and
$1.1 million, respectively, are attributable tore@sed spending in support of our expanding custbame and infrastructure growth. Non-cask
items consisted primarily of $1.7 million of depigon and amortization expense due to growth infixed asset base and increased custome
activity, $1.9 million of amortization of deferr@giplementation and deferred solution and otherscastl $1.0 million of stock based
compensation expense attributable to staffing esme and the related increase in option grantsal8éencurred a non-cash charge of
$1.3 million from loss from discontinued operatiaifset by $1.1 million in cash used in discontidugperations.

Cash Flows from Investing Activities

Our investing activities have consisted primarifyparchases of investments and purchases of psoped equipment to support our
growth. Purchases of property and equipment may fvam period to period due to the timing of theparsion of our operations and data
center and other technical infrastructure.

For the year ended December 31, 2014, net cashiugegesting activities was $26.7 million , cortsig primarily of $23.2 million for
the purchase of investments, partially offset by2$gillion in maturities of investments, $5.0 nwli for the purchase of property and
equipment, and a $0.7 million increase in restddash for the deposit securing the lease forxparesion of our corporate headquarters.

For the year ended December 31, 2013, net cashugegesting activities was $11.3 million , of whi$11.1 million was for the
purchase of property and equipment and $0.1 milkas for acquired technology and related intangiiskeets. During the second quarter of
2013, we incurred capital expenditures relatedutonoove to our new corporate offices. During thedtigquarter of 2013, we made significant
investments in our data center and other techiméalstructure.

For the year ended December 31, 2012, net cashiugmebsting activities was $2.6 million, of whidti.8 million was for equipment
purchases and $0.4 million was for acquired teamohlnd related intangible assets.
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Cash Flows from Financing Activities

Our financing activities have consisted primarifynet proceeds from the issuance of common stockiiiPO, proceeds from the
issuance of preferred stock prior to our IPO, pedisefrom the exercises of options to purchase camstark and payments on capital lease
obligations as well as proceeds from, and repaysnamt our Credit Facility.

For the year ended December 31, 2014, net caslidebby financing activities was $81.3 milliponsisting primarily of proceeds frc
the completion of our IPO in March 2014. We recdi$86.3 million in net proceeds from our IPO afteducting the payment of underwriters'
discounts and commissions and offering costs. ditiat, we made draws of $12.5 million on our Ctdeacility, and we received $2.0 million
from the exercise of stock options, which wereipHytoffset by payments of $18.7 million on ouredit Facility and $0.7 million on capital
lease obligations.

For the year ended December 31, 2013, net caslideabiyy financing activities was $22.4 million, sisting primarily of proceeds from
the issuance of preferred stock and borrowingsusriime of credit. We raised $19.0 million, netisuance costs, from the issuance of our
Series C preferred stock, and increased our lireeegfit borrowings by $3.7 million. We also recelv&0.4 million from the exercise of stock
options and made payments of $0.7 million on chfgtse obligations.

For the year ended December 31, 2012, net cashbysfmancing activities was $0.6 million, consmgiprimarily of $0.7 million for
payments on capital lease obligations.

Contractual Obligations and Commitments

Our principal commitments consist of obligationslenour credit facility, non-cancellable capitatlasperating leases related to our
facilities and equipment and minimum purchase camets for our third-party products, co-locatioedeother product costs and data centel
hardware and software purchases. We are partyw&vaeurchase commitments for third-party prodticéd contain both a contractual
minimum obligation and a variable obligation basedn usage or other factors which can change oordhiy basis. The estimated amounts
for usage and other factors are not included withéntable below.

The following table summarizes our contractual gdions and commitments at December 31, 2014 ¢usénds):

Payment due by period

More Than 5
Contractual Obligations: Less Than1Year  1to3 Years 3to5 Years Years Total
Interest payments - line of credit $ — $ 13 % — 3 — 3 13
Operating lease obligations 2,05¢ 6,31: 6,82 13,44¢ 28,63"
Capital lease obligations 41¢ 16¢ — — 58€
Purchase commitments 10,46 10,84¢ 8,32¢ 4,09: 33,727
Total $ 12,937 $ 17,34C  $ 15,14¢  $ 17,53¢ $ 62,96

In April 2013, we entered into a secured creditlitgovith Wells Fargo which provides a line of dieup to $25.0 million and is
described in Note 8 to our consolidated finandialesnents appearing elsewhere in this Annual RepoRorm 10-K. The amount that can be
borrowed under the line of credit is limited to theser of $25.0 million or 75% of our trailing thwe-month recurring revenues. Access to tota
borrowings available under the line of credit istrieted based on covenants related to our minitiguidity, trailing twelve-months recurring
revenues and adjusted EBITDA. Amounts borrowed wtiaeline of credit accrue interest, on our elattiat either (i) the per annum rate ec
to the LIBOR rate plus an applicable margin, drtfie current base rate plus the greater of the Ee8eral Funds rate plus one percentage
point, the one month LIBOR plus one percentagetpoirthe lending financial institution's primeeat

In August 2014, we entered into an amendment tdCoedit Facility which modified the Credit Facility add an accordion feature and
modified or eliminated certain of our financial @mants and fees under the Credit Facility. The amemt also removed the requirement fc
to maintain advances of any minimum amount. Wegaynthly fee based on the total unused borrowiadgnce, an annual administrative
fee and the initial closing fee, which is paidlimge equal installments over the first three yeathe credit facility. The Credit Facility matures
in April 2017, at which time any outstanding borings and accrued interest become payable. As of@ber 31, 2014, we had no borrowi
outstanding, only a secured letter of credit oD$8illion against the line, leaving an availabléapae of $22.0 million. The line of credit is
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collateralized by substantially all of our assetd eequires that we maintain certain financial cargs as defined in the Credit Facility, as
amended. As of December 31, 2014, we were in camgdi with all such covenants.

Off-Balance Sheet Arrangements

As of December 31, 2014 , we did not have any afébce sheet arrangements, as defined in Iltem §8R{8 of SEC Regulation S-K,
such as the use of unconsolidated subsidiariesstated finance, special purpose entities or végiatierest entities.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting StandardsrBadssued Accounting Standards Update No. 2014R@9enue from Contracts with
Customers (Topic 606), or ASU 2014-09, which amehdsexisting accounting standards for revenuegrition. ASU 2014-09 is based on
principles that govern the recognition of reventiaraamount an entity expects to be entitled tonwgreducts are transferred to customers.
ASU 2014-09 will be effective for us beginning ta first quarter of 2017. Early adoption is notrpéted. The new revenue standard may be
applied retrospectively to each prior period préseior retrospectively with the cumulative effeetognized as of the date of adoption. We ar
currently evaluating the impact of adopting the mewenue standard on our consolidated financi&stants.

JOBS Act

The Jumpstart Our Business Startups Act of 20120®S Act, contains provisions that, among othiegh reduce certain reporting
requirements for qualifying public companies. A§ikd in the JOBS Act, a public company whose ahipiublic offering of common equity
securities occurred after December 8, 2011 and evhoeual gross revenues are less than $1.0 billibrin general, qualify as an "emerging
growth company" until the earliest of:

« the last day of its fiscal year following the fifilmniversary of the date of its initial public affeg of common equity securitie

« the last day of its fiscal year in which it has aalhgross revenue of $1.0 billion or mc

« the date on which it has, during the previousehyear period, issued more than $1.0 billionan-convertible debt; ar

« the date on which it is deemed to be a "largelecated filer,” which will occur at such timeths company (a) has an aggregate
worldwide market value of common equity securitied by non-affiliates of $700 million or more dstloe last business day of its
most recently completed second fiscal quarterhés)been required to file annual and quarterlyntispmder the Exchange Act for a
period of at least 12 months and (c) has filecdéast one annual report pursuant to the Exchange Act

Under this definition, we are an "emerging grombimpany” and could remain one until as late as Déeerd1, 2019.

As an "emerging growth company" we have choseelyoan such exemptions and are therefore not requa, among other things, (i)
provide an auditor's attestation report on ouresyistf internal controls over financial reportingguant to Section 404 of the Sarbanes-Oxley
Act, (ii) provide all of the compensation disclosuhat may be required of non-emerging growth putdimpanies under the Dodd-Frank Wall
Street Reform and Consumer Protection Act, (iinpty with any requirement that may be adopted leyRhbblic Company Accounting
Oversight Board regarding mandatory audit firm tiotaor a supplement to the auditor's report primgjchdditional information about the audit
and the financial statements (auditor discussi@haralysis) and (iv) disclose certain executive gensation-related items such as the
correlation between executive compensation andpaence and comparisons of the Chief Executivec®ffs compensation to median
employee compensation.

In addition, Section 107 of the JOBS Act also pdes that an emerging growth company can take aagardf the extended transition
period provided in Section 7(a)(2)(B) of the Setesi Act for complying with new or revised accoumgtistandards. In other words, an emer
growth company can delay the adoption of certagoanting standards until those standards wouldraile apply to private companies.
However, we have chosen to "opt out" of such ex@dridansition period, and as a result, we will chynwith new or revised accounting
standards on the relevant dates on which adoptienah standards is required for non-emerging gnaempanies. Section 107 of the JOBS
Act provides that our decision to opt out of théeexled transition period for complying with newrevised accounting standards is irrevoce
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Market risk is the risk of loss to future earningalues or future cash flows that may result frdrarges in the price of a financial
instrument. The value of a financial instrumentimighange as a result of changes in interest ratebange rates, commodity prices, equity
prices and other market changes. We do not useadieg financial instruments for speculative, hedgor trading purposes, although in the
future we might enter into exchange rate hedgingnarements to manage the risks described below.

Interest Rate Risl

We are exposed to market risk related to changigdrest rates. Borrowings under our Credit Fgchiear interest at rates that are
variable. Increases in the LIBOR or prime rate widntrease the amount of interest payable on mdstg borrowings on our Credit Facility.
For the years ended December 31, 2014, 2013 ar®y] a10% change in either the LIBOR or prime ratell not have had a material impact
on our interest expense or cash flows. We do nah\eethat an increase or decrease in interess t&00-basis points would have a material
effect on our operating results or financial coiodit

Foreign Currency Risk

Our results of operations and cash flows are nojestito fluctuations due to changes in foreigrrency exchange rates. We bill our
customers in U.S. dollars and receive payment # dollars, and substantially all of our operatxgenses are denominated in U.S. dollars. |
we grow sales of our solutions outside the U.S: agueements with foreign customers may not be m@mated in U.S. dollars, and we may
become subject to changes in currency exchange rate

Inflation Risk

We do not believe that inflation has had a matefifg@ct on our business, financial condition owufesof operations. We continue to
monitor the impact of inflation in order to reduteeffects through pricing strategies, producgiwhprovements and cost reductions. If our
costs were to become subject to significant irdleiry pressures, we may not be able to fully oseh higher costs through price increases.
Our inability or failure to do so could harm oursiness, financial condition and results of operetio

Item 8. Financial Statements and Supplementary Data

The information required by this item is incorpedby reference to the consolidated financial statés and accompanying notes set
forth on pages F-1 through F-30 of this Annual Repa Form 10-K.

Item 9. Change in and Disagreements With Accountaston Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Disclosure Controls and Procedures

The term "disclosure controls and procedures,"ediseld in Rules 13a-15(e) and 15d-15(e) under tteh&nge Act refers to controls and
procedures that are designed to ensure that infameequired to be disclosed by a company in éports that it files or submits under the
Exchange Act is recorded, processed, summarizedegmited, within the time periods specified in 8&C's rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensure dichtiaformation is accumulated and
communicated to a company's management, inclutbngrincipal executive and principal financial o#frs, as appropriate to allow timely
decisions regarding required disclosure.

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer, fesluated the effectiveness of our
disclosure controls and procedures as of Decenthe2@® 4, the end of the period covered by this AhReport on Form 10-K. Based upon
such evaluation, our Chief Executive Officer ande€Rinancial Officer have concluded that our distire controls and procedures were
effective as of such date.
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Management’'s Annual Report on Internal Control overFinancial Reporting
This Annual Report on Form 1K-does not include a report of management's assgggegarding internal control over financial rejpa

or an attestation report of our registered puldimoainting firm due to a transition period estaldisivy rules of the SEC for newly public
companies and our status as an "emerging growtipaoyi under the JOBS Act.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dwancial reporting that occurred during the quaeteded December 31, 2014 that have
materiality affected, or are reasonably likely tatervially affect, our internal control over finaatreporting.

Limitations on Controls

Our disclosure controls and procedures and intewatrol over financial reporting are designed tovide reasonable assurance of
achieving their objectives as specified above. Man@ent does not expect, however, that our disatosomtrols and procedures or our internal
control over financial reporting will prevent ortdet all error and fraud. Any control system, naterahow well designed and operated, is
based upon certain assumptions and can providereaspnable, not absolute, assurance that itstadgisavill be met. Further, no evaluation
controls can provide absolute assurance that resseants due to error or fraud will not occur orttldcontrol issues and instances of fraud, if
any, within the Company have been detected.

Iltem 9B. Other Information.

Not applicable.
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PART III
Item 10. Directors, Executive Officers and Corpora¢ Governance.

Information required by Part Ill, Item 10, will liecluded in our Proxy Statement relating to our®@hnual meeting of stockholders tc
filed with the SEC within 120 days after the enduaf fiscal year ended December 31, 2014 , amitizrporated herein by reference.

Item 11. Executive Compensation.

Information required by Part Ill, Item 11, will liecluded in our Proxy Statement relating to our®@hnual meeting of stockholders tc
filed with the SEC within 120 days after the enduaf fiscal year ended December 31, 2014 , amtizrporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Mattet

Information required by Part I, ltem 12, will liecluded in our Proxy Statement relating to our®@hnual meeting of stockholders tc
filed with the SEC within 120 days after the enduaf fiscal year ended December 31, 2014 , amitizrporated herein by reference.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence.

Information required by Part Ill, Item 13, will liecluded in our Proxy Statement relating to our®@hnual meeting of stockholders tc
filed with the SEC within 120 days after the enduaf fiscal year ended December 31, 2014 , amitizrporated herein by reference.

Item 14. Principal Accounting Fees and Services.

Information required by Part I, Item 14, will iecluded in our Proxy Statement relating to our£8tnual meeting of stockholders tc
filed with the SEC within 120 days after the enduaf fiscal year ended December 31, 2014 , amitizrporated herein by reference.
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Part IV.
ltem 15. Exhibits, Financial Statement Schedules.
(a) Documents Filed with Report
(1) Financial Statements.

Report of Independent Registered Public Accourféing F-2
Consolidated Balance Sheets F-3
Consolidated Statements of Comprehensive Loss F-4
Consolidated Statements of Changes in Stockhol&epsity (Deficit) F-5
Consolidated Statements of Cash Flows F-6
Notes to Consolidated Financial Statements F-7

(2) Financial Statement Schedules.

Schedules required by this item have been omittex shey are either not required or not applicalbecause the information required
is included in the consolidated financial stateraémtluded elsewhere herein or the notes thereto.

(3) Exhibits.

The information required by this Item is set footihthe exhibit index that follows the signature @af this Annual Report on Form 10-K.
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SIGNATURES

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

Date: Q2 HOLDINGS, INC.
February 12, 2015 By: /sl MATTHEW P. FLAKE

Matthew P. Flake
President and Chief Executive Officer

SIGNATURES AND POWER OF ATTORNEY

Each person whose individual signature appearswbleémeby authorizes and appoints Matthew P. Fhakd, full power of
substitution and re-substitution and full powerntd without the other, as his or her true and laafiorney-in-fact and agent to act in his or hel
name, place and stead and to execute in the namnendpehalf of each person, individually and inteeapacity stated below, and to file any
and all amendments to this Annual Report on ForrK,1@nd to file the same, with all exhibits thereand other documents in connection
therewith, with the Securities and Exchange Comimisgranting unto said attorney-in-fact and agesusl each of them, full power and
authority to do and perform each and every actthimg), ratifying and confirming all that said atter-infact and agents or any of them or t
or his substitute or substitutes may lawfully daause to be done by virtue thereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on
behalf of the registrant and in the capacitiesaattid.

Name Title Date
/sl MATTHEW P. FLAKE President, Chief Executive Officer (Principal Exis Officer) and Director February 12, 2015
Matthew P. Flake
/s/ JENNIFER N. HARRIS Chief Financial Officer (Principal Financial and dauinting Officer) February 12, 2015
Jennifer N. Harris
/s/ R. H. "HANK" SEALE, IlI Executive Chairman of the Board of Directors February 12, 2015
R.H. "Hank" Seale, IlI
/sl MICHAEL M. BROWN Director February 12, 2015
Michael M. Brown
/sl JEFFREY T. DIEHL Director February 12, 2015
Jeffrey T. Diehl
/sl CHARLES T. DOYLE Director February 12, 2015
Charles T. Doyle
/s/ MICHAEL J. MAPLES, SR. Director February 12, 2015
Michael J. Maples, Sr.
/sl JAMES R. OFFERDAHL Director February 12, 2015
James R. Offerdahl
/sl CARL JAMES SCHAPER Director February 12, 2015

Carl James Schaper
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Notes to Consolidated Financial Statements
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders of Q2 Hujdi Inc.

We have audited the accompanying consolidated balsineets of Q2 Holdings, Inc. as of December 314 2and 2013, and the related
consolidated statements of comprehensive lossgesan stockholders’ equity (deficit) and cash fioler each of the three years in the period
ended December 31, 2014. These financial stateraemthe responsibility of the Company’s managem@at responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBgUnited States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ait afuithe Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contraroinancial reporting. Accordingly, we
express no such opinion. An audit also includesnixiag, on a test basis, evidence supporting thewents and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referealbove present fairly, in all material respedts,¢onsolidated financial position of Q2
Holdings, Inc. at December 31, 2014 and 2013, hadbdnsolidated results of its operations andashdlows for each of the three years in the
period ended December 31, 2014, in conformity Wwit8. generally accepted accounting principles.

/sl Ernst & Young LLP
Austin, Texas

February 12, 2015
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Q2 HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)

Assets

Current assets:
Cash and cash equivalents
Restricted cash
Investments
Accounts receivable, net
Prepaid expenses and other current assets
Deferred solution and other costs, current portion
Deferred implementation costs, current portion

Total current assets

Property and equipment, net
Deferred solution and other costs, net of currentign
Deferred implementation costs, net of current parti
Other long-term assets

Total assets

Liabilities, redeemable convertible preferred stockredeemable common stock and stockholders' equifgeficit)

Current liabilities:
Accounts payable
Accrued liabilities
Accrued compensation
Deferred revenues, current portion
Capital lease obligations, current portion
Total current liabilities
Deferred revenues, net of current portion
Capital lease obligations, net of current portion
Long-term debt, net of current portion
Deferred rent, net of current portion
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 9)

Redeemable convertible preferred stock and reddernammon stock:

Series A preferred stock: $0.0001 par value; noeshauthorized, issued or outstanding as of DeceB1he&014, and 7,908

shares authorized, issued and outstanding as efblesr 31, 2013

Series B preferred stock: $0.0001 par value; neeshauthorized, issued or outstanding as of Decefhe014, and 1,81

shares authorized, issued and outstanding as afmbeer 31, 2013

Series C preferred stock: $0.0001 par value; noesheuthorized, issued or outstanding as of Dece8he014, and 2,605

shares authorized, issued and outstanding as afneer 31, 2013

Common stock: $0.0001 par value; no shares outisigad of December 31, 2014, and 3,829 sharesaodisg as of

December 31, 2013
Stockholders' equity (deficit):

Junior convertible preferred stock: $0.0001 paueaho shares authorized, issued or outstandiofjBscember 31, 2014

and 1,251 shares authorized, issued and outstaadiofjDecember 31, 2013

Preferred stock: $0.0001 par value; 5,000 sharé®adred, no shares issued or outstanding as oéidker 31, 2014, and

no shares authorized, issued and outstanding @eagmber 31, 2013

Common stock: $0.0001 par value; 150,000 sharémared, 34,697 shares issued, and 34,696 shatgamding as of

December 31, 2014, and 35,000 shares authoriz288 8hares issued and outstanding as of Decemp2033
Treasury stock at cost; 1 and zero shares at Dezre®ib 2014 and 2013, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders' equity (deficit)

December 31,

2014 2013
67,97¢ $ 18,67
82¢ 11€
20,95t —
5,007 9,06:
2,60t 1,07¢
5,06( 3,12¢
1,99¢ 1,81
104,52; 33,87
18,52: 14,83
7,15¢ 5,35¢
5,37¢ 4,56(
1,22¢ 2,48¢
136,80 $ 61,10¢
1,98 $ 4,08t
9,26¢ 7,28¢
3,93¢ 4,37¢
17,28¢ 12,72
40¢ 714
32,88 29,19
19,43¢ 14,77
167 57¢

— 6,28¢
4,69 4,44
682 101
57,86t 55,37:
— 10,81¢

— 10,91

— 18,99:

— 1,32

— 1,74¢

3 1

(20) —
143,33 6,67
(14) —
(64,36¢) (44,73
78,94( (36,31)




Total liabilities, redeemable convertible preferstock, redeemable common stock and stockholdgugyg(deficit) $ 136,80 $ 61,10¢

The accompanying notes are an integral part oethessolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in thousands, except per share data)

Revenues

Cost of revenued

Gross profit

Operating expenses:
Sales and marketiry
Research and developmént
General and administrative
Unoccupied lease charges

Total operating expenses

Loss from operations

Other income (expense):
Interest and other income
Interest and other expense

Total other expense, net

Loss before income taxes

Provision for income taxes

Loss from continuing operations

Loss from discontinued operations, net of tax

Net loss

Other comprehensive loss:
Unrealized loss on available-for-sale investments

Comprehensive loss

Net loss per common share:
Loss from continuing operations per common shaasictand diluted
Loss from discontinued operations per common shasc and diluted
Net loss per common share, basic and diluted

Weighted average common shares outstanding:

Basic and diluted

Q2 HOLDINGS, INC.

@ Includes stockased compensation expenses as foll

Cost of revenues

Sales and marketing
Research and development
General and administrative

Total stock-based compensation expenses

Year Ended December 31,

2014 2013 2012
79,12¢ $ 56,87: $ 41,10:
46,05¢ 36,26: 25,17(
33,07t 20,61 15,93
23,06¢ 16,72¢ 8,96:
12,08t 9,02¢ 5,313
16,99 11,74 8,78(

— 23¢ —
52,14¢ 37,73 23,05¢
(19,07) (17,12) (7,129)

65 6 4
(557) (508) (232)
(492) (499 (22
(19,569 (17,62) (7,356)
(71) (55) (164)
(19,639 (17,679 (7,520)
— (199 (1,259
(19,63) $ (17,879 $ (8,779
(14) = =
(19,649 $ (17,879 $ (8,779
(067 $ (149 $ (0.66)
— % 0.0 $ (0.1)
(067 $ (151 $ (0.77)
29,25° 11,86t 11,348

Year Ended December 31,

2014 2013 2012
62 $ 264 $ 187
774 274 12t
527 257 198
2,64¢ 81( 52¢€
457C $ 1608 $ 1,031

The accompanying notes are an integral part oethessolidated financial statements.
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Q2 HOLDINGS, INC.
CONSOLIDATED STATEMENTS CHANGES IN STOCKHOLDERS' EQ UITY (DEFICIT)
(in thousands)

Junior Convertible Preferred Total
Stock Common Stock Additional Accgmi'?[ed Stockholder's
Treasury Paid-In Comprehensive  Accumulated Equity
Shares Amount Shares Amount Stock Capital Loss Deficit (Deficit)
Balance at January 1, 2012 1251 $ 1,74 11,330 $ 1 8 — 3 5081 $ — $ (18079 $ (11,250
Stock-based compensation — — — — — 1,031 — — 1,031
Exercise of stock options — — 42 — — 17 — — 17
Net loss — — — — — — — (8,779 (8,779
Balance at December 31, 2012 1,25] 1,74( 11,37¢ 1 — 6,13¢ — (26,857 (18,987
Stock-based compensation — — — — — 1,60¢ — — 1,60¢
Reclass to redeemable common stock — — (3,829 — — (1,327 — — (1,327)
Exercise of stock options — — 73¢ — — 43¢ — — 43¢
Distribution associated with spin-off — — — — — 179 — — (179)
Net loss — — — — — — — (17,879 (17,87%)
Balance at December 31, 2013 1,257 1,74C 8,28¢ 1 — 6,67¢ — (44,737) (36,316
Stock-based compensation — — — — — 4,57( — — 4,57(

Conversion of Series A, B, C Preferred Stock,
Redeemable Common Stock, and Junior Preferred Stock

into Common Stock on initial public offering (1,251 (1,740 17,41 1 — 43,79( — — 42,05.
Initial public offering, net of issuance costs — — 7,41 1 — 86,28t — 86,28¢
Exercise of stock options — — 1,58¢ — — 2,017 — — 2,011
Shares acquired to settle the exercise of stodkrpt — — @) — (20) — — — (20)
Other comprehensive loss — — — — — — (14 — (14
Net loss — — — — — — — (19,639 (19,639
Balance at December 31, 2014 — $ — 34,69¢ $ 3 $ (20) $ 14333 $ (149 $ (6436 $ 78,94(

The accompanying notes are an integral part otthessolidated financial statements.
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Q2 HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Year Ended December 31,

2014 2013 2012

Cash flows from operating activities:
Net loss $ (19,639 $ 17,879 $ (8,779

Adjustments to reconcile net loss to net cash ursegerating activities:

Amortization of deferred implementation, solutiardaother costs 4,43t 2,831 1,86¢
Depreciation and amortization 4,08 2,971 1,697
Amortization of debt issuance costs 96 68 —
Amortization of premiums on investments 17 — —
Stock-based compensation expenses 4.57( 1,60% 1,031
Loss from discontinued operations — 19¢ 1,25¢
Allowance for sales credits 65 57 51
Loss on disposal of long-lived assets — 18 24
Unoccupied lease charges — 23€ —

Changes in operating assets and liabilities:

Accounts receivable, net 3,991 (3,267) (2,013
Prepaid expenses and other current assets (62¢) (419 124
Deferred solution and other costs (5,329 (4,017 (1,728
Deferred implementation costs (3,847 (3,15%) (2,625)

Other long-term assets (244) (1,539 (182)
Accounts payable (842) 1,32¢ 1,94¢
Accrued liabilities (1,399 5,62% 1,09¢
Deferred revenue 9,22¢ 9,70¢ 4,29¢
Deferred rent and other long-term liabilities 15C 4,44 41

Net cash used in continuing operations (5,28¢€) (1,27)) (1,889
Net cash used in discontinued operating activities — (236) (1,120
Net cash used in operating activities (5,28¢) (1,507 (3,009

Cash flows from investing activities:

Purchases of investments (23,21¢) — —
Maturities of investments 2,23( — —
Purchases of property and equipment (5,03€) (11,139 (1,804
Acquisitions and purchase of intangible assets — (125) (425)
Increase in restricted cash (719) — (11€)
Cash included in distribution of spin-off — (46) —
Net cash used in continuing investing activities (26,73Y) (11,309 (2,34%)
Net cash used in discontinued investing activities — — (261)
Net cash used in investing activities (26,73Y) (11,309 (2,606€)

Cash flows from financing activities:

Proceeds from issuance of preferred stock, nessofince costs — 18,99¢ —
Proceeds from borrowings on line of credit 12,50( 6,35( —
Payments on line of credit (18,710 (2,682 —
Payments on capital lease obligations (74¢) (718) (654)
Proceeds from the issuance of common stock, niesolnce costs 86,28¢ — —
Proceeds from exercise of stock options to purchasemon stock 2,017 43t 17
Shares acquired to settle the exercise of stodkropt (20) — —
Net cash provided by (used in) financing activities 81,32¢ 22,38( (637)
Net increase (decrease) in cash and cash equisalent 49,30« 9,56¢ (6,252)
Cash and cash equivalents, beginning of period 18,67¢ 9,111 15,36

Cash and cash equivalents, end of period $ 67,97¢ $ 18,67 $ 9,111
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Cash paid for taxes $ 55 164 19¢
Cash paid for interest $ 41¢ % 377 184
Supplemental disclosure of non-cash investing actties:

Equipment acquired under capital lease $ — 3 97¢ 1,18¢
Data center assets acquired under financing armaewes $ 5,20¢ = =

The accompanying notes are an integral part okthessolidated financial statements.
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Q2 HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts and unlestherwise indicated)

1. Organization and Description of Business

Q2 Holdings, Inc., or the Company, is a leadingvjater of secure, cloud-based virtual banking sohgi The Company enables regional
and community financial institutions, or RCFIs deliver a robust suite of integrated virtual bagkgervices and more effectively engage with
their retail and commercial account holders whoeexpo bank anytime, anywhere and on any device.ddmpany delivers its solutions to the
substantial majority of its customers using a safwas-a-service, or SaaS, model under which itSIRGstomers pay subscription fees for the
use of the Company's solutions.

The Company, formerly known as CBG Holdings, Im@as incorporated in Delaware in March 2005 andtislding company that owns
100% of the outstanding capital stock of Q2 Sofeyémc. On March 1, 2013, the Company reorganiigedusiness operations in conjunction
with the private placement of its Series C rededenabnvertible preferred stock. Prior to the reaigation, the Company owned 100% of the
outstanding capital stock of cbanc Network Inccleanc. Pursuant to the reorganization, the Compatsibuted all shares of cbanc to its
stockholders in a spin-off, and the Company waamed Q2 Holdings, Inc.

The Company's headquarters are located in Austixad.
2. Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidati

As used in this report, the terms "the Company &,"Wus," or "our" refer to Q2 Holdings, Inc. artd wholly-owned subsidiary. These
consolidated financial statements have been prdpargccordance with accounting principles gengtadicepted in the United States, or
GAAP, and Securities and Exchange Commission, &, $&quirements. The consolidated financial statémieclude the accounts of the
Company and its wholly-owned subsidiaries. All netampany accounts and transactions have been alietirin consolidation.

Use of Estimates

The preparation of the accompanying consolidateahitial statements in conformity with GAAP requineanagement to make estimates
and assumptions that affect the reported amourdss#ts and liabilities, disclosure of contingessess and liabilities at the date of the
consolidated financial statements, and the rep@medunts of revenues and expenses. Significansigerject to such estimates include stock
based compensation, the useful lives of propertiyezuipment and income taxes. In accordance witAlgAnanagement bases its estimates
on historical experience and on various other aptioms that management believes are reasonable tireleircumstances. Management
regularly evaluates its estimates and assumptisimg tnistorical experience and other factors; haweactual results could differ significantly
from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investmeaxtguired with an original maturity of ninety daysless at the date of purchase to b
cash equivalents. Cash equivalents are statedstbcéair value based on the underlying security.
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Restricted Casl
Restricted cash consists of deposits held in chgcknd money market accounts for leased officeespac
Investments

Investments consist primarily of U.S. governmergrayy bonds, corporate bonds, commercial papeificatts of deposits and money
market funds. All investments are considered abkigléor sale and are carried at fair value.

Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consistagh and cash equivalents, restricted
cash, investments and accounts receivable. The @wytgcash and cash equivalents and restrictedacagilaced with high credit quality
financial institutions and issuers, and at timey evxceed federally-insured limits. The Company matsexperienced any loss relating to cash
and cash equivalents or restricted cash in thessuats. The Company provides credit, in the noroalse of business, to a number of its
customers. The Company performs periodic crediluatimns of its customers' financial condition ayeherally does not require collateral. No
individual customer accounted for 10% or more wkraies for each of the years ended December 34,,280113 and 2012 . No individual
customer accounted for 10% or more of accountsvaleke, net, as of December 31, 2014 or 2013.

Accounts Receivabl

Accounts receivable are stated at net realizablleeyincluding both billed and unbilled receivabtesustomers. Unbilled receivable
balances arise primarily when the Company provégesices in advance of billing for these servioas also when the Company earns reve
based on the number of registered users and thberurh bill-pay and certain other transactions that registeseds perform on the Compan
virtual banking solutions in excess of the levalduded in the Company's minimum subscription @enerally, billing for such revenues
related to the number of registered users anduh®er of transactions processed by our registesedswccurs one month in arrears. Includec
in the accounts receivable balances as of Decegihe2014 and 2013 were unbilled receivables of ##lBon and $1.8 million , respectively.

The Company assesses the collectability of outgtgraitcounts receivable on an ongoing basis andtaias an allowance for doubtful
accounts for accounts receivable deemed uncolliectahbis allowance is recorded as a reduction agaiccounts receivable. As of
December 31, 2014 and 2013, the Company did neigedor an allowance for doubtful accounts, asaalounts outstanding were deemed
collectable. Historically, the Company's collectiExperience has not varied significantly, and balot @xpenses have been insignificant.

The Company maintains a reserve for estimated sadelits issued to customers for billing disputestber service-related reasons. This
allowance is recorded as a reduction against cupenind revenues and accounts receivable. In astimthis allowance, the Company
analyzes prior periods to determine the amounsalefs credits issued to customers compared tetemues in the period that related to the
original customer invoice. This estimate is anatyqearterly and adjusted as necessary.

The following table shows the Company's allowararestiles credits as follows:

Beginning Balance Additions Deductions Ending Balance
Year Ended December 31, 2012 $ —  $ 51 % — 3 51
Year Ended December 31, 2013 51 29C (239) 10¢
Year Ended December 31, 2014 $ 106 $ 39¢ % (339 $ 178

F-8




Table of Contents

Q2 HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts and unlestherwise indicated)

Deferred Implementation Cosl

The Company capitalizes certain personnel and aibss, such as employee salaries, benefits arabHueiated payroll taxes that are
direct and incremental to the implementation okdhitions. The Company analyzes implementatiotsdbsit may be capitalized to assess
recoverability, and only capitalizes costs thainticipates to be recoverable. The Company ass#ssescoverability of its deferred
implementation costs by comparing the greater efattmount of the non-cancellable portion of a custtsrcontract and the non-refundable
customer prepayments received as it relates tepeeific implementation costs incurred. The Compagins amortizing the deferred
implementation costs for an implementation onceréfvenue recognition criteria have been met an€Ctrapany amortizes those deferred
implementation costs ratably over the remainingitef the customer agreement. The portion of defieémplementation costs expected to be
amortized during the succeeding twelve-month peisaécorded in current assets as deferred impl&tien costs, current portion, and the
remainder is recorded in long-term assets as a@efémplementation costs, net of current portion.

Deferred Solution and Other Cos

The Company capitalizes sales commissions and tildrparty costs, such as third party license$maintenance related to its
customer agreements. The Company capitalizes satesiissions because the commission charges atessdycrelated to the revenues from
the non-cancellable customer agreements that thmyld be recorded as an asset and charged to expeasthe same period that the related
revenue is recognized. The Company begins amayttéfierred solution and other costs for a particclstomer agreement once the revenue
recognition criteria are met and amortizes thoderded costs over the remaining term of the custcageesement. The Company analyzes
solution and other costs that may be capitalizeastess their recoverability and only capitalizegscthat it anticipates to be recoverable. The
portion of capitalized costs expected to be ameditizuring the succeeding twelve-month period isné®d in current assets as deferred
solution and other costs, current portion, andrémeainder is recorded in long-term assets as éefawlution and other costs, net of current
portion. Deferred commissions were $7.0 million &4d6 million as of December 31, 2014 and 2013eetvely.

Property and Equipmen

Property and equipment are stated at cost lessragated depreciation and amortization. Depreciagaralculated on a straight-line
basis over the estimated useful lives of the rdlagsets. Leasehold improvements are amortizedtioweshorter of the lease term or the
estimated useful lives of the related assets. Maarice and repairs that do not extend the lifer ohprove an asset are expensed in the perioc

incurred.

The estimated useful lives of property and equipraes as follows:

Computer hardware and equipment 3 -5 years

Purchased software and licenses 3 -5years

Furniture and fixtures 7 years

Leasehold improvements Lesser of estimated useful life or lease term

Deferred Revenue

Deferred revenues primarily consist of amounts ltaate been billed to or received from customeisdivance of revenue recognition and
prepayments received from customers in advancienjplementation, maintenance and other servicewgtisas initial subscription fees. The
Company recognizes deferred revenues as revenu@stivb services are performed and the correspomefggue recognition criteria are met.
Customer prepayments are generally applied agawvsices issued to customers when services arenpeetl and billed. Deferred revenues
that are expected to be recognized as revenueasdine succeeding twelve month period are recoirdedrrent liabilities as deferred revent
current portion and the remaining portion is reearéh long-term liabilities as deferred revenues,af current portion.
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Revenues

All revenue-generating activities are directly tethto the sale, implementation and support ofdbmpany's solutions within a single
operating segment. The Company derives the sultamdjority of its revenues from subscription féesthe use of its solutions hosted in the
Company's data centers as well as revenues foemmgaitation and customer support services relatdtet@ompany's solutions. A small
portion of the Company's customers host the Companjutions in their own data centers under técenke and maintenance agreements, ar
the Company recognizes the corresponding reverai@isly over the term of those customer agreements.

Revenues are recognized net of sales credits dowlagices. The Company begins to recognize reveiou@scustomer when all of the
following criteria are satisfied:

« there is persuasive evidence of an arrange!

« the service has been or is being provided to tséoower

« the collection of the fees is reasonably assunad

« the amount of fees to be paid by the customekéifor determinabl

Determining whether and when these criteria haem lmeet can require significant judgment and estsdh general, revenue
recognition commences when the Company's soluiemémplemented and made available to the customers

The Company's software solutions are availableigerin hosted application arrangements under sphisarfee agreements.
Subscription fees from these applications, inclgdiglated customer support, are recognized rataldy the customer agreement term
beginning on the date the solution is made avail&bthe customer. Amounts that have been invaatedecorded in accounts receivable and
deferred revenues or revenues, depending on whibita€@ompany's revenue recognition criteria hawanmet.

The Company considers subscription fees to be faretbterminable unless the fees are subject tmdebr adjustment or are not payable
within the Company's standard payment terms. lard@hing whether collection of subscription feesdasonably assured, the Company
considers financial and other information aboutamners, such as a customer's current credit-wasisiand payment history over time.
Historically bad debt expenses have not been sogmif.

The Company enters into arrangements with mulijgkverables that generally include multiple sulg@ns and implementation
services. Additional agreements with existing costcs that are not in close proximity to the ori¢isaiangements are treated as separate
contracts for accounting purposes.

For multiple-deliverable arrangements, arrangernensideration is allocated to deliverables basethein relative selling price. In order
to treat deliverables in a multiple-deliverableaagement as separate units of accounting, theedlables must have standalone value upon
delivery. If the deliverables have standalone vaipen delivery, each deliverable must be accouftieseparately. The Company's
subscription services have standalone value assareites are often sold separately. In determinihgther implementation services have
standalone value apart from the subscription sesyithe Company considers various factors inclutiagavailability of the services from ot}
vendors. To date, the Company has concluded thatrthlementation services included in multiple-dedable arrangements do not have
standalone value. As a result, when implementaé@wices are sold in a multiple-deliverable arranget, the Company defers any
arrangement fees for implementation services acagrézes such amounts ratably over the period dbpaance for the initial agreement te

When multiple-deliverables included in an arranget@age separated into different units of accountihg arrangement consideration is
allocated to the identified separate units based lative selling price hierarchy. The sellingcprfor a deliverable is based on its vendor-
specific objective evidence of selling price, orQ if available, third-party evidence of sellindge, or TPE, if VSOE is not available or best
estimate of selling price, or BESP, if neither VS@d TPE is available.
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The Company has not established VSOE for its sigigmm services due to lack of pricing consistertbg introduction of new services and
other factors. The Company has determined thati$PBt a practical alternative due to differengegd service offerings compared to other
parties and the availability of relevant third-ggpticing information. Accordingly, the Company 84ESP to determine the relative selling
price. The amount of revenue allocated to delivétierds is limited by contingent revenues.

The Company determined BESP by considering itsailvpricing objectives and market conditions. Siigaint pricing practices taken
into consideration include the Company's discogntiractices, the size and volume of its transastionstomer characteristics, price lists, go-
to-market strategy, historical standalone salesagndement prices. As the Company's go-to-markategfies evolve, it may modify its pricing
practices in the future, which could result in ofga® in relative selling prices, and include botfOESand BESP.

Subscription Fee Revenues

The Company's solutions are available as hostetigo$ under subscription fee agreements withaehking perpetual rights to the
software. Subscription fees from a hosted solui@recognized monthly over the customer agreeteemtbeginning on the date the
Company's solution is made available to the custoAdditional fees for monthly usage above the lewecluded in the standard subscription
fee, which include fees for transactions proceskgihg the period, are recognized as revenue imibveth when the usage amounts are
determined and reported. Any revenues related firmmipimplementation services are recognized rgtaler the same customer agreement
term. Amounts that have been invoiced are recoirl@dcounts receivable and deferred revenues entms, depending on whether the
revenue recognition criteria have been met.

Professional Services Reveni

When professional services are not combined witfsstiption services or term licenses as a singteafimccounting, these professional
services revenues are recognized as the serviegeebrmed.

Certain out-of-pocket expenses billed to custoraezsecorded as revenues rather than an offskeé teetated expense. Revenues
recorded from out-of-pocket expense reimbursentetated approximately $0.8 million , $0.5 millioncd$0.4 million during the years ended
December 31, 2014, 2013 and 2012 , respectively.olit-of-pocket expenses are reported in costvefimges.

Term Licenses and Maintenance Revenues

A small portion of the Company's customers hostraadage the Company's solutions on-premises airih-party data centers under
term license and maintenance agreements. Ternmsbsesold with maintenance, which entitles the enstdo technical support and upgrades
and updates to the software made available on a-ahd-if-available basis, are accounted for und=rolinting Standards Codification 985-
605, "Software Revenue Recognitiéimhe Company does not have VSOE of fair valugliermaintenance and professional services so the
entire arrangement consideration is recognized hiypower the term of the software license wherofthe other revenue recognition criteria
have been met. Revenues from term licenses andenaimce agreements were not significant in theogdsmpresented.
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Cost of Revenues

Cost of revenues is comprised primarily of salagsied other personnel-related costs, including eygadenefits, bonuses and stock-
based compensation, for employees providing sesviz¢he Company's customers. Costs associatedheisle services include the costs of the
Company's implementation, customer support, dattecand customer training personnel as well dassification of certain research and
development expenses related to research and gevett personnel who perform services related tdémentation and customer support.
Cost of revenues also includes the direct coshillgpay and other third-party intellectual propemcluded in the Company's solutions, the
amortization of deferred solution and servicess;ast-location facility costs and depreciationte Company's data center assets, an allocati
of general overhead costs and referral fees. Daests of third-party intellectual property incluaimounts paid for third-party licenses and
related maintenance that are incorporated int&Ctvapany's software, with the costs amortized td absevenues over the useful lives of the
purchased assets.

The amount of research and development expensestt to cost of revenues was $1.4 million , $diléon and $1.4 million for the
years ended December 31, 202013 and 2012 , respectively.

The Company capitalizes certain personnel coststlirrelated to the implementation of its soluida the extent those costs are
considered to be recoverable from future reventies.Company amortizes the costs for a particulpiémentation once revenue recognition
commences, and the Company amortizes those imptatimencosts over the remaining term of the customgeeement. Other costs not dire
recoverable from future revenues are expenseceipehiod incurred. The Company capitalized impletai@on costs in the amount of $3.8
million , $3.2 million , and $2.6 million during ¢hyears ended December 31, 2014, 2013 and 20h2ctesly.

Software Development Cos

Software development costs include salaries aner garsonnel-related costs, including employeefitsnbonuses and stock-based
compensation, attributed to programmers, softwagéneers and quality control teams working on tleenfany's solutions. Costs related to
software development incurred between reachinghaolgical feasibility and the point at which thdta@re solution is ready for general
release have been insignificant through Decembe?@®14 , and accordingly all of the Company's safendevelopment costs have been
expensed as incurred as research and development.

Research and Development Co

Research and development costs include salariesthadpersonnel-related costs, including empldyare=fits, bonuses and stock-based
compensation, thirgharty contractor expenses, software developmeld,tan allocation of facilities and depreciatioperses and other rela
expenses incurred in developing new solutions gugglading and enhancing existing solutions. Reseamdhdevelopment costs are expense
incurred.
Advertising

All advertising costs of the Company are expenbeditst time the advertising takes place. Advertscosts were $0.5 million , ar$d.3
million for the years ended December 31, 2014 &iB2respectively, and advertising costs were insigaift for the year ended December
2012.

Sales Tax

The Company presents sales taxes and other takested from customers and remitted to governmeagthorities on a net basis and
such, excludes them from revenues.
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Comprehensive Loss

Comprehensive loss includes net loss as well & atimnges in stockholders' equity that result fa@nsactions and economic events
other than those with stockholders. Other comprsierioss consists of net loss and unrealized gaiddosses on investments.

Stock-Based Compensation

Stock options and restricted stock units awardeshiployees, directors and consultants are measitifai value at each grant date. The
Company recognizes compensation expense ratabhtloyeequisite service period of the option otrieted stock unit award. Generally,
options vest 25% on the one -year anniversaryegtant date with the balance vesting monthly ¢verfollowing 36 months, and restricted
stock unit awards vest in four annual installmerit®5% beginning on the one-year anniversary ofgiaait date.

The Company values stock options using the Bladief®s option-pricing model, which requires the inplusubjective assumptions,
including the risk-free interest rate, expected, léxpected stock price volatility and dividenddié he risk-free interest rate assumption is
based upon observed interest rates for constaniritydt).S. Treasury securities consistent withéhpected term of the Company's employee
stock options. The expected life represents thimgaf time the stock options are expected to bstanding and is based on the simplified
method. Under the simplified method, the expedfedlf an option is presumed to be the mid-poiriiveen the vesting date and end of the
contractual term. The Company used the simplifiethmd due to the lack of sufficient historical eciee data to provide a reasonable basis
upon which to otherwise estimate the expectedlfifine stock options. Expected volatility is basedhistorical volatilities for publicly traded
stock of comparable companies over the estimatpdatad life of the stock options. The Company agslino dividend yield because it does
not expect to pay dividends in the near future ot consistent with the Company's history of peting dividends.

Income Taxes

Deferred income taxes are provided for the taxcesfef temporary differences between the carryingants of assets and liabilities for
financial reporting purposes and the amounts ugethfome tax purposes and operating loss carrgodgvand credits using enacted tax rates
expected to be in effect in the years in whichdtiierences are expected to reverse. The Compagssss the likelihood that deferred tax
assets will be realized and recognizes a valuatiomwance if it is more likely than not that sonarton of the deferred tax assets will not be
realized. This assessment requires judgment &etlikelihood and amounts of future taxable incdyeax jurisdiction. To date, the Company
has provided a full valuation allowance againstiéferred tax assets as it believes the objectidevarifiable evidence of its historical pretax
net losses outweighs any positive evidence obitsdasted future results. Although the Companyelses that its tax estimates are reasonable
the ultimate tax determination involves significardgment that is subject to audit by tax authesitin the ordinary course of business. The
Company will continue to monitor the positive arejative evidence, and it will adjust the valuatatiowance as sufficient objective positive
evidence becomes available.

The Company evaluates its uncertain tax positi@set on a determination of whether and how muehtak benefit taken by the
Company in its tax filings or positions is moredlii than not to be realized. Potential interest padalties associated with any uncertain tax
positions are recorded as a component of incomexpgnse. Through December 31, 2014 , the Compasdt identified any material
uncertain tax positions for which liabilities woubé required to be recorded.
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Basic and Diluted Net Loss per Common Sh

The Company uses the two-class method to comptilesseper common share because the Company haslisscurities, other than
common stock, that contractually entitle the hadderparticipate in dividends and earnings of tben@any. The two-class method requires
earnings for the period to be allocated betweenncomstock and participating securities based upein tespective rights to receive
distributed and undistributed earnings. HolderthefCompany's Series A, B and C preferred stockatiled, on a pari passu basis, to receive
dividends when, as and if declared by the boawirettors, prior and in preference to any declaratir payment of any dividend on the
common stock or junior convertible preferred staokil such time as the total dividends paid on estidre of Series A, B and C preferred st
is equal to the original issue price of the sharedders of junior convertible preferred stock arntitled to receive a pro rata share of any
dividend declared, based on the number of sharesrmoimon and preferred stock outstanding. As atesllikeries of the Company's preferred
stock are considered participating securities.

Under the two-class method, for periods with nebine, basic net income per common share is comjyteldziding the net income
attributable to common stockholders by the weiglzteerage number of shares of common stock outstgraiiring the period. Net income
attributable to common stockholders is computeduitracting from net income the portion of currgedir earnings that the participating
securities would have been entitled to receiveyansto their dividend rights had all of the yeagsnings been distributed. No such adjusti
to earnings is made during periods with a net lasshe holders of the participating securitiesehaw obligation to fund losses. Diluted net
income per common share is computed under the lags-method by using the weighted-average numbsnares of common stock
outstanding plus, for periods with net income htttable to common stockholders, the potential ididuéffects of stock options and warrants
addition, the Company analyzes the potential diduéffect of the outstanding participating secesitinder the if-converted method when
calculating diluted earnings per share, in whidl @ssumed that the outstanding participatingr@siconvert into common stock at the
beginning of the period. The Company reports theenddutive of the approaches as its diluted nebime per share during the period. Due to
net losses for each of the years ended Decemb@034, 2013 and 2012 , basic and diluted net lessipare were the same, as the effect of a
potentially dilutive securities would have beeni-ailutive.
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The following table sets forth the computationsef loss per share for the periods listed:

Year ended December 31,

2014 2013 2012
Numerators:
Loss from continuing operations attributable to coon stockholders $ (19,639 $ (17,67¢ $ (7,520
Loss from discontinued operations attributabledmmon stockholders — (199 (1,259
Net loss attributable to common stockholders $ (19.639) $ (17,87H) $ (8,779
Denominator:
Weighted-average common shares outstanding, badidited 29,25] 11,86¢ 11,34¢

&

Loss from continuing operations per share, basicdiluted (0.679) $ (.49 % (0.66€)

Loss from discontinued operations per share, mawicdiluted $ —  $ (0.02) $ (0.11)
(067) $ (15) $ (0.79)

&

Net loss per common share, basic and diluted

Due to net losses for each of the years ended Dearedl, 2014, 2013 and 2012 , basic and dilutezipes share were the same, as the
effect of all potentially dilutive securities woullhve been anti-dilutive. The following table detgh the anti-dilutive common share
equivalents for the periods listed:

Year ended December 31,

2014 2013 2012

Redeemable convertible preferred stock:

Series A preferred stock — 7,90¢ 7,90¢

Series B preferred stock — 1,81¢ 1,81¢

Series C preferred stock — 2,18¢ —
Junior preferred stock — 1,251 1,251
Stock options and restricted stock units 6,13¢ 5,42 4,76¢
Total anti-dilutive common share equivalents 6,13¢ 18,58¢ 15,74

Recent Accounting Pronouncemen

In May 2014, the Financial Accounting Standardsrassued Accounting Standards Update No. 2014R@9enue from Contracts with
Customers (Topic 606), or ASU 2014-09, which amehdsexisting accounting standards for revenuegmrition. ASU 2014-09 is based on
principles that govern the recognition of reventiaraamount an entity expects to be entitled tonwgreducts are transferred to customers.
ASU 201409 will be effective for the Company beginning tis first quarter of 2017. Early adoption is notméted. The new revenue stand
may be applied retrospectively to each prior pepoesented or retrospectively with the cumulatiffeat recognized as of the date of adoption.
The Company is currently evaluating the impactdiing the new revenue standard on its consolidé&tencial statements.

Subsequent Event

The Company has evaluated subsequent events thFalghary 12, 2015, the date the financial statésneare issued.

F-15




Table of Contents

Q2 HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share amounts and unlestherwise indicated)

3. Fair Value Measurements

The carrying values of the Company's financialrinstents, principally cash equivalents, investmeatspunts receivable, restricted cast
and accounts payable, approximated their fair watlwee to the short period of time to maturity grayment. The carrying values of the
Company's debt instruments approximated theinvine based on rates currently available to the jgi2om.

Fair value is defined as the exchange price thaldvoe received for an asset or an exit price patdansfer a liability in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. Valuation
techniques used to measure fair value must maxithzese of observable inputs and minimize theofismobservable inputs. The current
accounting guidance for fair value measurementseef three-level valuation hierarchy for disclesuas follows:

» Level I—Unadjusted quoted prices in active markets fortidahassets or liabilitie

 Level ll—Inputs other than quoted prices incldaethin Level | that are observable, unadjustedtgd prices in markets that are not
active, or other inputs that are observable orbeanorroborated by observable market data; and

« Level lll—Unobservable inputs that are suppotigdittle or no market activity, which requirest€ompany to develop its own
assumptions.

The categorization of a financial instrument witttie valuation hierarchy is based upon the lowmstllof input that is significant to the
fair value measurement.

The following table details the fair value hierayaf the Company's financial assets measured ratdiie on a recurring basis as of
December 31, 2014 :

Fair Value Measurements Using:
Quoted Prices

in Active Significant
Markets for Significant Other Unobservable
) Identical Assets Observable Inputs Inputs
Cash Equivalents: Fair Value (Level 1) (Level 2) (Level 3)
Money market funds $ 17,86 $ 17,86 $ — % —
Certificates of deposit 1,45¢ — 1,45¢ —
$ 19,321 % 17,86 $ 1,45¢ $ —

Quoted Prices

in Active Significant

Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

Investments: Fair Value (Level 1) (Level 2) (Level 3)
U.S. government agency bonds $ 750z $ — 3 750z $ =
Corporate bonds and commercial paper 6,192 — 6,192 —
Certificates of deposit 7,26% — 7,26: —
$ 20,95¢ % —  $ 20,95¢ $ —

All Company assets with fair values measured agcarmring basis, which consists only of cash antl eagiivalents, as of December 31,
2013 were classified as Level 1 assets.
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The Company determines the fair value of its inmestt holdings based on pricing from our pricingdens. The valuation techniques
used to measure the fair value of financial insgnta having Level 2 inputs were derived from namdbig consensus prices that are
corroborated by observable market data or quotettehprices for similar instruments. Such markétgs may be quoted prices in active
markets for identical assets (Level 1 inputs) acipg determined using inputs other than quotedgsrthat are observable either directly or
indirectly (Level 2 inputs).

4. Cash, Cash Equivalents and Investments

The Company's cash, cash equivalents and investrasrif December 31, 2014 and 2013 consisted piynodicash, U.S. government
agency bonds, corporate bonds, commercial papeifices of deposits and money market funds.

The Company classifies investments as availabledte at the time of purchase and reevaluatesdashification as of each balance
sheet date. All investments are recorded at estitfair value. Unrealized gains and losses on abvigitfor-sale investments are included in
accumulated other comprehensive loss, a compoffistdakholders’ equity. The Company evaluatesitestments to assess whether those
with unrealized loss positions are other than teraily impaired. The Company considers impairméatse other than temporary if they are
related to deterioration in credit risk or if itlikely the Company will sell the investments befdine recovery of their cost basis. Realized gain
and losses and declines in value judged to be thhartemporary are determined based on the spéb#intification method and are reporte:
other income (expense), net, in the consolidai@istents of comprehensive loss. Interest, amddizaf premiums, and accretion of discount
on all investments classified as availabledgate are also included as a component of othenirgexpense), net, in the consolidated stater
of comprehensive loss.

As of December 31, 2014 and 2013, the Companytswas $ 48.7 million and $18.7 million , respedijve

A summary of the cash equivalents and investments Becember 31, 2014 is as follows:

Cash Equivalents: Amortized Cost  Unrealized Gains  Unrealized Losses  Fair Value
Money market funds $ 17,86 $ — — $ 17,86t
Certificates of deposit 1,45¢ — — 1,45¢
$ 19,32. % — % — % 19,32:
Investments: Amortized Cost Unrealized Gains  Unrealized Losses Fair Value
U.S. government agency bonds $ 7,50¢ $ — 6 $ 7,502
Corporate bonds and commercial paper 6,20( — (8 6,19:
Certificates of deposit 7,262 — — 7,26:
$ 20,97C $ — 8 (14 $  20,95¢

The Company may sell its investments at any timthowut significant penalty, for use in current ogténs or for other purposes, even if
they have not yet reached maturity. As a resultGbmpany classifies its investments, includingstients with maturities beyond twelve
months as current assets in the accompanying ¢dated balance sheets.
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The following table summarizes the estimated falue of the Company's investments, designatedaihbie-for-sale and classified by
the contractual maturity date of the investmentsfabe dates shown:

December 31,

2014 2013
Due within one year or less $ 9,09t $ =
Due after one year through five years 11,86: —
Total $ 20,95¢ $ —

The Company has certain available-for-sale investai@ a gross unrealized loss position, all ofehitiave been in such position for less
than twelve months. The Company reviews its detiritges classified as short-term investments osgallar basis to evaluate whether or not
any security has experienced an other than tempdeaine in fair value. The Company considersdexctuch as the length of time and exten
to which the market value has been less than tb it financial position and nei@rm prospects of the issuer and its intent tq selivhethe
it is more likely than not the Company will be régd to sell the investment before recovery ofithestment's amortized-cost basis. If the
Company determines that an other than temporanjneéeexists in one of these investments, the rdagspemvestment would be written down
fair value. For debt securities, the portion of Wiréte-down related to credit loss would be recagdito other income, net in the consolidated
statements of comprehensive loss. Any portion eleted to credit loss would be included in accutedather comprehensive loss. Because
the Company does not intend to sell any investmghish have an unrealized loss position at thigtiand it is not more likely than not that
the Company will be required to sell the investmeafore recovery of its amortized cost basis, wiicy be maturity, the Company does not
consider the investments with unrealized loss rsitto be other than temporarily impaired as ofémeber 31, 2014 .

The following table shows the fair values and thesg unrealized losses of these available-foriegkstments aggregated by investment
category as of as of December 31, 2014 :

Gross Unrealized

Fair Value Loss
U.S. government agency bonds $ 7,508 $ (6)
Corporate bonds and commercial paper 6,20( (8)
Total $ 13,70¢ $ (14)

The Company did not have any available-for-salestments as of December 31, 2013 .

5. Deferred Solution and Other Costs

Deferred solution and other costs, current poréind net of current portion, consisted of the follayv

December 31,

2014 2013
Deferred solution costs $ 3,58t % 2,17¢
Deferred commissions 1,47¢ 95(
Deferred solution and other costs, current portion $ 506( $ 3,12¢
Deferred solution costs $ 1,68, $ 1,721
Deferred commissions 5,47¢ 3,631
Deferred solution and other costs, net of currentipn $ 7,15¢  § 5,35¢
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6. Property and Equipment

Property and equipment consisted of the following:

December 31,

2014 2013

Computer hardware and equipment $ 13,37 $ 8,911
Purchased software and licenses 5,75¢ 3,501
Furniture and fixtures 3,11¢ 3,01¢
Leasehold improvements 4,06¢ 4,02(
26,30¢ 19,45:

Accumulated depreciation (7,78¢) (4,627
Property and equipment $ 18,527 § 14,83:

Depreciation expense, including amortization oe&sbeld under capital leases, was $4.0 millich 9 $illion and $1.5 million for the
years ended December 31, 202013 and 2012 , respectively. Property and equipmetuded $3.2 million for assets acquired undspital
leases at each of December 31, 2014 and 2013 .

7. Accrued Liabilities

Accrued liabilities consisted of the following:

December 31,

2014 2013
Accrued data center equipment purchases $ 3,22¢ % 51z
Accrued data center software purchases 1,48: 467
Accrued transaction processing fees 1,537 3,761
Accrued professional services 73C 721
Other 2,29( 1,827

Total accrued liabilities $ 9,26t § 7,28¢

8. Debt

In April 2013 the Company entered into a securediitrfacility agreement, or Credit Facility, withaNs Fargo Bank, National
Association, or Wells Fargonhich the Company and Wells Fargo subsequently deceon March 24, 2014 and again on August 11, 2014.
The Credit Facility, as amended, provides for a bificredit of up to $25.0 million , with an accind feature, or Accordion Feature, allowing
the Company to increase its maximum borrowingsyouan additional $25.0 million , subject to certeonditions and limitations, including
that borrowings at any time shall be limited to 76#4he Company's trailing twelve -month recurriegenues. Access to the total borrowings
available under the Credit Facility is restricteb&d on covenants related to the Company's minihquidity and adjusted EBITDA. Amounts
borrowed under the Credit Facility accrue interasthe Company's election at either: (i) the paruan rate equal to the LIBOR rate plus an
applicable margin; or (ii) the current base ratesghe greater of the U.S. Federal Funds ratequiapercentage point, the one-month LIBOR
plus one percentage point, or the lending finarin&titution's prime rate. The Company pays a migrfée based on the total unused
borrowings balance, an annual administrative fektha initial closing fee, which is paid in thregual annual installments over the first three
yearsof the Credit Facility. The Accordion Feature ergiin October 2016, at which time maximum borrowingder the Facility are reduced
to $25.0 million , and the Credit Facility maturasApril 2017, at which time any outstanding borings and accrued interest become payable
In April 2013, the Company drew an advance on tredi€ Facility of $2.5 million to pay off its exisig loan and security agreement with
another institution. In June 2013, the Company dzavadvance on the Credit Facility of $3.9 milltorfund capital expenditures and secured
letter of credit
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for the benefit of the landlord of its new corperateadquarters in the amount of $3.0 million . @brHary 26, 2014, the Company drew an
advance of $12.5 million on the Credit Facility,iethwas subsequently repaid in full on March 17120

On March 24, 2014, the Company entered into Amemtifdeamber One to the Credit Facility in connectwith, and effective upon, the
closing of the Company's initial public offering stiiares of its common stock, or IPO, which occumed/arch 25, 2014. The amendment
primarily modified the definition of "Change of Cwol" in the Credit Facility. On April 22, 2014,éiCompany paid $4.2 million on the Credit
Facility.

On August 11, 2014, the Company entered into AmaemdiNumber Two to the Credit Facility, which moddithe Credit Facility to add
the Accordion Feature and modified or eliminatedaie of the Company's financial covenants and fieewes under the Credit Facility. On
September 5, 2014, the Company paid $2.0 milliotherCredit Facility.

As of December 31, 2014 , the Company had no bangswand only a secured letter of credit of $3.0iom against the Credit Facility,
leaving an available balance of approximately $22ildon , and the interest rate applicable to @redit Facility was 4.7% The Credit Facilit
is collateralized by substantially all of the Compa assets and requires that the Company maicgaiain financial covenants as provided in
the Credit Facility. The Company was in compliangth all financial covenants as of December 31,201

9. Commitments and Contingencies
Operating and Capital Lease Commitments

The Company leases office space for its corporasgluarters in Austin, Texas under a non-cancetgideating lease that expires in
April 2021 and a regional sales office in AtlarBeorgia under a non-cancelable operating leasexmates in January 2016. In addition, the
Company leases office space for its previous catpdneadquarters in Austin, Texas under a non-tableeoperating lease that expires in
March 2015. All of the rentable space covered Iy ldase has been sublet to a tenant for subdtamtibof the remainder of the lease. Rent
expense under operating leases was $1.0 millid, ®illion , and $0.9 million for the years end@ecember 31, 2014, 2013 and 2012,
respectively. In 2013, the Company moved to itsentrheadquarters. As a result, the Company vadatéarmer leased headquarters and
recorded an estimated unoccupied lease charge»fidiion for the remaining contractual lease payns less estimated sublease income.

New Facilities Leas

On July 18, 2014, the Company entered into an@fase agreement, or the Lease, with CREF Asplkea Bailding II, LLC to lease
approximately 70,000 rentable square feet, or thenides, of an office building to be located imnag¢ely adjacent to the Company's current
headquarters in order to expand the Company's beaggs. The Lease provides for phased commencatas, with commencement of the
first phase covering approximately 55,000 rentabjleare feet anticipated to occur on November 15261 the Initial Commencement Date,
with the remaining space becoming available ninathmthereafter. The actual commencement datesulject to timely completion of the
construction of the Premises. The term of the Leasemences on the Initial Commencement Date arsl 184 months , with a five year
renewal option, and the rent obligations underLib&se begin with rents of $98 per month, which leseaver the course of the Lease to $160
per month in the final four months of the Leasefsit

The Company has entered into various capital laeas@gements to obtain property and equipmentdatata center and corporate
operations. These agreements expire over varioonstom March 2015 through May 2025 and the leasesecured by the underlying lease
property and equipment.
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Future minimum payments required under capital@etating leases that have initial or remaining-cancelable lease terms in excess
of one year at December 31, 2014 were as follows:

Operating
Capital Leases Leases
Year Ended December 31,
2015 $ 418 $ 2,05¢
2016 164 3,02
2017 4 3,28¢
2018 — 3,371
2019 — 3,45¢
Thereafter — 13,44¢
Total minimum lease payments 58¢ $ 28,63¢
Less: imputed interest (11
Less: current portion (40¢)
Capital lease obligations, net of current portion $ 167

Contractual Commitments

The Company has non-cancelable contractual commismelated to third-party products, co-locatioasfeother product costs and data
center hardware and software purchases. The Comggayty to several purchase commitments for tpaty products that contain both a
contractual minimum obligation and a variable oalign based upon usage or other factors which lsange on a monthly basis. The estim:
amounts for usage and other factors are not indlwdthin the table below.

Future minimum contractual commitments that hauéairor remaining non-cancelable terms in excdssne year were as follows:

Contractual
Commitments

Year Ended December 31,

2015 $ 10,46¢
2016 6,38:
2017 4,46
2018 4,232
2019 4,09:
Thereafter 4,09z
Total commitments $ 33,721

Legal Proceeding:

From time to time, the Company may become invoinddgal proceedings arising in the ordinary cowsis business. The Company is
not presently a party to any legal proceedings thdetermined adversely to the Company, wouldehawnaterial adverse effect on the
Company.
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10. Stockholder's Equity
Initial Public Offering
On March 25, 2014, the Company completed its IP@, 881 shares of common stock at $13.00 per siheetotal shares sold in the IPO

included 1,511 shares sold by selling stockhold&iter deducting the payment of underwriters' distts and commissions and offering costs,
the net proceeds to the Company from the salearestin the offering were approximately $72.6 oili

Underwriter's Exercise Of Option to Purchase Additial Shares

On April 2, 2014, pursuant to the terms of the Canys IPO, which occurred on March 25, 2014, thaennriters exercised their option
to purchase an additional 1,164 shares to coverali@ments. After deducting the payment of und#éews' discounts and commissions and
offering costs, the Company received net proceexas the sale of shares totaling approximately $b3llion .
Conversion of Redeemable Common and Preferred Stock

Immediately prior to the closing of the IPO, whiotcurred on March 25, 2014, each share of the Coymautstanding preferred, junior

preferred and redeemable common stock was conviettedne share of undesignated common stock. dltenfing table presents the
conversion of all classes of stock on March 254201

Prior to Subsequent to
Conversion Conversion

Convertible preferred stock
Series A 7,90¢ —
Series B 1,81¢ —
Series C 2,60¢ —
Redeemable common stock 3,82¢ —
Junior preferred stock 1,251 —
Undesignated common stock — 17,41

11. Stock-Based Compensation

In March 2014, the Company's board of directorsaygd the 2014 Equity Incentive Plan, or 2014 Planter which stock options, sta
appreciation rights, restricted stock, restrictextls units, performance shares and units and atmh-based or stock-based awards may be
granted to employees, consultants and directorereStof common stock that are issued and avaitablesuance under the 2014 Plan consist
of authorized, but unissued or reacquired sharesmimon stock or any combination thereof.

A total of 1,850 shares of the Company's commocksigas initially authorized and reserved for issteander the 2014 Plan. This
reserve will automatically increase on JanuaryOlL,®2and each subsequent anniversary through 292#h bmount equal to the smaller of (a)
4.5%o0f the number of shares of common stock issuedatgtanding on the immediately preceding DecembeoB(b) an amount determin
by the Company's board of directors. This reses\aitomatically increased to include any outstapdhmares under the Company's 2007 Stocl
Plan, or 2007 Plan, at the time of its terminatioiissuable upon expiration or termination of opsigranted under the Company's 2007 Plan
that expire or terminate without having been exsadiin full. Pursuant to the terms of the 2014 P1&7 shares available for future issuance
under the 2007 Plan were transferred to the 2044, Providing a total of 1,957 shares of commonlstdlocated for issuance under the 2014
Plan. In addition, 49 shares have been returnétet@014 Plan as a result of termination of optitvas expired or terminated without having
been exercised under the previously terminated 208, resulting in a total of 2,006 shares avéslfdr issuance under the 2014 Plan. As of
December 31, 2014 , options to purchase a totdab6fshares of common stock have been granted thel@014 Plan, 7 shares have been
returned to the 2014 Plan as a result of terminaifooptions that expired or
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terminated without having been exercised, and 1sh@res of common stock remain available for fuissgance under the 2014 Plan.

In July 2007, the Company adopted the 2007 Plaemuwtich options or stock purchase rights may lamtgd to employees, consultants
and directors. In February 2014, the board of dimsg under the authority granted to it by the 280&h, increased the number of shares
available to be granted under the plan by 1,400eshand as of December 31, 2014 , a total of Sh@fes of common stock were allocatec
issuance under the plan. Upon the completion oCitvapany's IPO in March 2014, the board of directerminated the 2007 Plan in
connection with the IPO and pursuant to the terfriea2014 Plan, 107 shares that were availabléufare issuance under the 2007 Plan at
such time were transferred to the 2014 Plan. Noeesh@main available for future issuance of awartter the 2007 Plan. The 2007 Plan will
continue to govern the terms and conditions opatstanding equity awards granted under the 208id. Mhares of common stock that are
issued and were available for issuance under th& Pan consist of authorized, but unissued orq@iaed shares of common stock or any
combination thereof.

Stock Options

The following summarizes the assumptions useddtmating the fair value of stock options granteding the periods indicated:

Year Ended December 31,

2014 2013 2012
Risk-free interest rate 1.2-1.8% 0.7 -2.2% 0.7-1.1%
Expected life (in years) 3.8-6.1 48-6.9 4.8-6.3
Expected volatility 45.1 - 46.8% 46.4 - 49.4% 52.0 - 52.5%
Dividend yield — — —
Weighted-average grant date fair value per share $5.63 $3.15 $2.65
Stock option activity was as follows:
Weighted
Number of Average
Options Exercise Price
Balance as of January 1, 2012 502: $ 1.12
Granted 1,064 5.7¢
Exercised (42 0.41
Forfeited (312 1.8¢4
Balance as of December 31, 2012 5,73 1.9¢
Granted 834 7.6¢
Exercised (73¢) 0.5¢
Forfeited (40€) 5.31
Balance as of December 31, 2013 5,42: 2.7¢€
Granted 2,331 10.1¢(
Exercised (1,589 1.27
Forfeited (59 7.5¢€
Balance as of December 31, 2014 6,111 g 5.9(C
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The summary of stock options outstanding as of Bées 31, 2014 is as follows:

Options Outstanding Options Exercisable

Weighted Weighted

Weighted Average Weighted Average

Average Remaining Average Remaining

Number of Exercise Contractual Life Number of Exercise Contractual Life

Range of Exercise Prices Options Price (in years) Options Price (in years)
$0.29 - $0.35 91¢ $ 0.3z 3.2 91¢ % 0.3¢ 3.2
$0.54 - $0.84 477 0.7z 4.8 477 0.7z 4.8
$1.74 - $3.10 1,094 2.8C 6.3 86¢€ 2.7: 6.2
$4.00 - $7.82 1,31z 6.8¢ 5.6 572 6.4¢ 5.7
$8.35 1,73 8.3t 6.1 — — —
$13.00 - $19.44 572 15.41 6.7 21 13.0¢ 6.2
6,111 ¢  5.9C 5.5 285 ¢ 24 4.9

Restricted Stock Units

The Company'’s restricted stock units vest ovena fgpear period and upon vesting, the vested staeessued to the recipient of the
restricted stock units.

The summary of restricted stock unit activity iSatows:

Weighted

Average
Number of Grant Date Fair

Shares Value

Nonvested as of January 1, 2014 —  $ =
Granted 28 19.4¢
Vested — —
Forfeited — —
Nonvested as of December 31, 2014 28 % 19.4«

The aggregate intrinsic value of stock options eised during each of the years ended December0d4, 2013 and 2012 was $17.3
million , $4.8 million and $0.2 million , respectily. The total fair value of stock options vestenling each of the years ended December 31,
2014, 2013 and 2012 was $2.2 million , $1.2 milliend $0.8 million , respectively.

As of December 31, 2014 , total unrecognized stzsded compensation expense, adjusted for estirfaafedures, related to stock
options was $14.0 million , which the Company expéa recognize over the next 3 years, and tot&aognized stock-based compensation
expense, adjusted for estimated forfeitures, reéladeestricted stock units was $0.5 million , whtbe Company expects to recognize over the
next 3.9 years .
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12. Provision for Income Taxes

The components of the Company's provision for inedaxes from continuing operations were as follows:

Year Ended December 31,

2014 2013 2012

Current taxes:

Federal $ — $ — $ —

State 67 52 162
Total current taxes $ 67 $ 52 % 162
Deferred taxes:

Federal $ — $ —  $ —

State 4 3 2
Total deferred taxes 4 3 2
Provision for income taxes $ 71 $ 55 §$ 164

As of December 31, 2014 , the Company had fedetabperating loss carryforwards of approximatel9.9@nillion , state tax credits of
approximately $0.2 million and federal alternatim@imum tax credits of $0.1 million . The net opéarg loss carryforwards will expire at
various dates beginning in 2026 if not utilized e®iate tax credits expire in 2027 if not utiliz&tie alternative minimum tax credits have an
indefinite carryforward period.

Federal and state laws impose restrictions onftilieation of net operating loss carryforwards andearch and development credit
carryforwards in the event of a change in ownershifhe Company, which constitutes an "ownershinge" as defined by Internal Revenue
Code Sections 382 and 383. Should there be an shiperhange in the future, the Company's abilitytitize existing carryforwards could be
substantially restricted.

Deferred income taxes reflect the net tax effettemporary differences between the carrying anmohassets and liabilities for
financial reporting purposes and the amounts usethfome tax purposes. The Company has estableshatuation allowance due to
uncertainties regarding the realization of defeteedassets based on the Company's lack of earhistgsy. During the year ended December
31, 2014 , the valuation allowance increased by $6llion .
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The Company's deferred tax assets and deferrdidlities were as follows:

December 31,

2014 2013
Deferred tax assets:
NOL and credit carryforwards $ 21,328 $ 16,34
Deferred revenue 2,651 1,59¢
Accrued expenses and other 3,38¢ 3,29t
Stock-based compensation 1,107 20¢
Total deferred tax assets 28,47¢ 21,44(
Deferred tax liabilities:
Deferred expenses (5,129 (3,929
Depreciation and amortization (2,972) (3,579
Total deferred tax liabilities (8,100 (7,497
Deferred tax assets less tax liabilities 20,37¢ 13,94
Less: valuation allowance (20,26¢) (13,829
Net deferred tax asset $ 11z $ 115

The Company had $9.9 million of excess stock dednstwhich are not included in deferred tax asséie.tax benefit from these
deductions will increase additional paid-in capitélen they are deemed realized under the "withvatitbut" method.

The Company's provision for income taxes from cuuitig operations differs from the amount computga@jplying the statutory fedet
income tax rate of 34% primarily as a result offilowing:

Year Ended December 31,

2014 2013 2012
Income tax at U.S. statutory rate 34.(% 34.(% 34.C%
Effect of:
Increase in deferred tax valuation allowance (32.9 (32.9) (31.5)
State taxes, net of federal benefit 1.t 1.4 (0.7)
Other permanent items (3.0 (3.0 (4.0
Income tax provision effective rate (0.9% (0.9% (2.9%

The Company files income tax returns in the U.8efal jurisdiction and several state jurisdictionsth few exceptions, the Company is
no longer subject to U.S. federal, state or locabime tax examinations by tax authorities for yéafere 2011. Operating losses generated in
years prior to 2011 remain open to adjustment timilstatute of limitations closes for the tax yi@awhich the net operating losses are utiliz
The tax years 2011 through 2014 remain open to Exdion by all major taxing jurisdictions to whithe Company is subject, though the
Company is not currently under examination by amjamtaxing jurisdiction.

The Company had not recorded any tax reservegdelatuncertain tax positions as of December 3142@013 and 2012 . The
Company's policy is to accrue interest and persatéated to uncertain tax positions as a compoofentome tax expense. For the years el
December 31, 2014 , 2013 and 2012 , the Compangatithcur any interest or penalties.
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13. Employee Benefit Plan

In January 2009, the Company adopted a 401(k)tpbéring plan, or 401(k) Plan, covering substégtal employees. Employees can
contribute between 1% and 90% of their total egmiThe 401(k) Plan also provides for employer icbuations to be made at the Company's
discretion. As of December 31, 2014 , the Compaat/iot made any discretionary contributions.

14. Discontinued Operations

On March 1, 2013, the Company distributed all & shares of a subsidiary to the Company's stockh®ld a spin-off. However, since
all shares of the subsidiary were distributed it®0he Company's consolidated statements of cdrepséve loss and statements of cash flow
have been presented to show the discontinued opesaif the subsidiary separately from continuipgrations for all periods presented. Since
the transaction was between entities under comrantral, the distribution of the shares of the sdiasiy did not result in a gain or loss on
distribution as it was recorded at historical cemgyvalues.

15. Segments and Geographic Information

All revenue-generating activities are directly tethto the sale, implementation and support ofdbmpany's solutions in a single
operating segment. The Company's chief operatiogide maker, the Chief Executive Officer, reviefivancial information presented on a
consolidated basis for purposes of allocating resmsuand evaluating financial performance. Alllif Company's principal operations, assets
and decision-making functions are located in théddinStates.

16. Related Parties

For the years ended December 31, 2014 , 2013 atitl,2be Company recorded revenues from a reladey-pustomer of $0.4 million ,
$0.3 million and $0.3 million , respectively.

For the year ended December 31, 2012, the Compaidy$0.1 million to related parties for professibservices.
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17. Selected Quarterly Financial Data (unaudited)

Selected summarized quarterly financial informafiamthe years ended 2014 and 2013 is as follows:

Three Months Ended

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

Revenues $ 1283 $ 1404 $ 1432¢ $ 1566¢ $ 16,83« $ 19,15¢ $ 20,98¢ $ 22,14¢

Cost of revenues 7,801 8,40¢ 9,167 10,87¢ 10,21: 10,83( 12,14: 12,86¢

Gross profit 5,02% 5,63¢ 5,15¢ 4,79( 6,62: 8,32¢ 8,84¢ 9,27¢

Operating expenses:

Sales and marketing 3,06( 4,13¢ 4,59¢ 4,92¢ 5,50¢ 6,03z 5,64: 5,88¢
Research and development 1,86¢ 2,15 2,25¢ 2,75z 2,73¢ 2,781 3,15¢ 3,40¢
General and administrative 2,33t 2,77¢ 3,207 3,42¢ 3,71¢ 4,05¢ 4,572 4,641
Unoccupied lease charges — 14¢ 88 — — — — —

Total operating expenses 7,261 9,21« 10,15 11,10¢ 11,96 12,87 13,37: 13,93t

Loss from operations (2,239 (3,579 (4,999 (6,31%) (5,34) (4,549 (4,52%) (4,65€)

Total other expense, net (51) (11€) 270 (162) (207) (119 (82) (84)

Loss before income taxes (2,28 (3,699 (5,16%) (6,477 (5,54¢ (4,66¢) (4,607 (4,740

Provision for income taxes 5) (24) (14) (22) (18) (15) (18) (20

Loss from continuing operations (2,290 (3,709 (5,179 (6,499 (5,56€) (4,687 (4,625 (4,760

Loss from discontinued operations, net of tax (299 — — — — — — —

Net loss $ (2489 $ (3,70 $ (5179 $ (6499 $ (5566 $ (468) $ (4625 $ (4,760

Reconciliation of net loss to adjusted EBITDA:

Net Loss $ (2489 $ (3,709 $ (5179 $ (6499 $ (5566 $ (468) $ (462 $ (4,760
Depreciation and amortization 63¢ 624 80¢ 90C 99¢ 1,031 1,092 961
Stock-based compensation expense

Cost of revenues 61 61 70 72 12¢ 147 15¢ 191
Sales and marketing 39 60 81 94 167 187 18¢ 231
Research and development 59 66 64 68 107 122 131 167
General and administrative 17t 18¢ 197 24¢ 51¢ 612 622 894

Provision for income taxes 5 14 14 22 18 15 18 20

Other expense, net 51 11€ 17C 162 207 11¢ 82 84

Unoccupied lease charge — 14¢ 88 — — — — —

Loss from discontinued operations, net of tax 19¢ — — — — — — —

Adjusted EBITDA $ (1,269 $ (2430 $ (368) $ (493) $ (3429 $ (2450 $ (233) $ (2219

Registered usef8 2,60¢ 2,90( 2,95¢ 3,124 3,445 3,941 4,12: 4,34(

M Represents registered users at the end of thedperio
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EXHIBIT 10.7

EMPLOYMENT AGREEMENT

This Employment Agreement (thisAgreement”) is made effective on February 20, 2014HKffective Date”), by and between (
Software, Inc., a Delaware corporationGmpany’) and Jennifer N. Harris (Executive”).

The parties agree as follows:

1. Employment. Company agrees to continue to employ Executivel Bxecutive agrees to accept such contir
employment on the terms and conditions set fortkihe

2. Duties

2.1 _Position Executive is employed as CompasmyChief Financial Officer and shall have the duaesl responsibilitie
assigned by Comparg/’Chief Executive Officer. Executive shall perfofaithfully and diligently all duties assigned to &outive. Compar
reserves the right to modify Executive’s positiow auties at any time in its sole and absolutereigm.

2.2 _Best Efforts/Fullime . During this Agreement, Executive will (A) expeiitkecutives best efforts on behalf
Company, and will abide by all policies and degisionade by Company, as well as all applicable #dstate and local laws, regulation:
ordinances; (B) act in the best interest of Compatngll times; and (C) devote Executisdull business time and efforts to the performani
Executive’s assigned duties for Company.

3. _Compensation

3.1 _Base Salary As compensation for Executive’'s performance oédtrives duties hereunder, Company shall pe
Executive an initial Base Salary of $22,083.33 penth ($265,000 per year), to be paid in accordavitte Companys regular payroll cycl
less required deductions for federal withholding, taocial security and all other employment taxed aayroll deductions. In the ev
Executives employment under this Agreement is terminatedither party, for any reason, Executive will edra Base Salary prorated to
date of termination.

3.2 _Incentive CompensatiorExecutive may be eligible to receive an annuahdacentive bonus of $85,000 at target
such terms and subject to such conditions as majebieled from time to time by the Company. Exeautivust be employed by the Comp
at the time such bonus is paid in order to be ldkgior such bonus. The Company reserves the taghary or terminate any bonus scherr
place from time to time, on a prospective basianfany shall pay out the cash incentive bonus,yf aithin 60 days following the end of 1
year in which the bonus is earn

3.3 _Customary Fringe Benefit&xecutive will be eligible for all customary andual fringe benefits generally availabl
Executives of Company, subject to the terms andlitions of Companys benefit plan documents. Executive shall be eutitb Paid Time O
benefits (“PTO") subject to the terms and conditions of the Conyp@PTO policy.

4. _AtWill Employment. Executive’'s employment with Company isvett and not for any specified period and may beni@ated &
any time, with or without Cause (as defined belowpdvance notice, by either Executive or Compaithough subject to the provisions
Sections 5 through 7 below. No representative ah@any, other than the Company’s Board of Directbes the authority to alter the aiil
employment relationship. Any change to thevdt-employment relationship must be by specifigjtten agreement signed by Executive anc
Company’s Board of Directors. Nothing in this Agmemnt is intended to or should be construed to edrdt, modify or alter this atll
relationship.

5. _Termination The termination provisions of this Agreement relgay the parties' respective obligations in thergvExecutive
engagement is terminated are intended to be exelasid in lieu of any other rights to which Exeeatmay otherwise be entitled by law
equity, or otherwise. This Agreement, and Execlgieagagement hereunder, may be terminated atraeyafter the Effective Date, as folloy

5.1 _Termination by Mutual ConsenfThis Agreement may be terminated at any time Hgy written mutual consent
Company and Executive.




5.2 _Termination by Company For Caus€his Agreement may be terminated by Company attang for Cause. Fi
purposes of this AgreementCause” is defined as: (a) acts or omissions constitutirasg negligence, recklessness or willful misconaur
the part of Executive with respect to Executiveldigations or otherwise relating to the busines€ofmpany; (b) Executive’material breac
of this Agreement or Company’s Employee Innovatiamsl Proprietary Rights Assignment Agreement (tHEIPRA ”); (c) Executives
conviction or entry of a plea of nolo contendere flfaud, misappropriation or embezzlement, or algrfy or crime of moral turpitude; |
Executive’s willful neglect of duties as determiriadhe sole and exclusive discretion of the Conypé®) Executive is cited by the Compasiy’
Chief Executive Officer, in writing, at least twa)(times during any 12-month period for unsatisiacperformance; (f) Executive'failure tc
perform the essential functions of Executs/gosition, with or without reasonable accommodhgtaue to a mental or physical disability; or
Executive’s death.

5.3 _Termination by Company Without Caus€his Agreement may be terminated by Company, auittCause, with «
without notice, by the delivery to Executive of ten notice of termination.

5.4 _Resignation by ExecutiveExecutive shall have the right to terminate higpyment hereunder by providing
Company with a notice of termination at least th{80) days prior to such termination.

6. _Payments Upon TerminatiorlJpon termination of employment for any reasonediive shall receive payment of his B
Salary, pro-rated to the date of termination, a#i @@ any other accrued, but unpaid benefits (ctitely the “ Accrued Compensatiori).
Accrued Compensation will be paid in a lump suntlan date required under applicable law. Exceptxpsessly stated in this Agreement,
other employment related obligations of CompanyEsecutive shall be automatically terminated and metely extinguished with t
termination of Executive’s employment.

7. _Severance

7.1 _Severance Paymerih the event Company terminates Execuswemployment without Cause, Company shall prc
Executive with a Severance Payment equivalent &viev(12) months of Executive’then Base Salary, payable in equal installmewts &
twelve (12) month period, with the first installmigpayment made on the first payday occurring 30sdafyer the termination date and
remaining installments made on the following Compgaydays. The Company’s obligation to pay and Hiee's right to receive tf
Severance Payment shall cease in the event of Exesubreach of any of his obligations under tAgreement or the EIPRA. The Compasy’
obligation to provide Executive with the Severafayment is conditioned precedent upon Execidiexecution of a full general release
form acceptable to the Company and such releasebdéa@me effective in accordance with its terms rptio the 30th day following tt
termination date. For the sake of clarity, Exeaitbhall not be eligible to receive severance imection with any other form of terminatis
other than a termination without Cause.

7.2 _Application of Section 409A

(8) Notwithstanding anything set forth in thiggr@ement to the contrary, no amount payable putsimathis
Agreement which constitutes a “deferral of compé&nea within the meaning of the Treasury Regulationsesspursuant to Section 409A (
“ Section 409A Regulation¥ of the Internal Revenue Code of 1986, as amerfttedl“ Code”) shall be paid unless and until Executive
incurred a “separation from servic&lithin the meaning of the Section 409A RegulatioRarthermore, to the extent that Executive
“specified Executive” within the meaning of the Sew 409A Regulations as of the date of Executv@paration from service, no amount
constitutes a deferral of compensation which isap#s on account of Executiveeseparation from service shall be paid to Exeeutiefore th
date (the ‘Delayed Payment Dat§ which is first day of the seventh month aftee tihate of Executive’ separation from service or, if earl
the date of Executive’death following such separation from service.stiith amounts that would, but for this Sectionobee payable prior
the Delayed Payment Date will be accumulated ardigathe Delayed Payment Date.

(b) The Company intends that income providedExecutive pursuant to this Agreement will not bédjeat tc
taxation under Section 409A of the Code. The pious of this Agreement shall be interpreted andstroied in favor of satisfying a
applicable requirements of Section 409A of the Cddl@vever, the Company does not guarantee any partitar tax effect for income
provided to Executive pursuant to this Agreementin any event, except for the Compasmyésponsibility to withhold applicable income
employment




taxes from compensation paid or provided to Exeeytthe Company shall not be responsible for thangat of any applicable taxes
compensation paid or provided to Executive purstmttis Agreement.

(c) Notwithstanding anything herein to the cangr the reimbursement of expenses okiitd benefits provide
pursuant to this Agreement shall be subject toféewing conditions: (1) the expenses eligible feimbursement or ikind benefits in or
taxable year shall not affect the expenses elidgiereimbursement or ikind benefits in any other taxable year; (2) thienteirsement ¢
eligible expenses or in-kind benefits shall be mpaenptly, subject to the Compasyapplicable policies, but in no event later tHas énd c
the year after the year in which such expense wasried; and (3) the right to reimbursement okiimd benefits shall not be subject
liquidation or exchange for another benefit

(d) For purposes of Section 409A of the Code,right to a series of installment payments untisr Agreemer
shall be treated as a right to a series of seppegt@ents.

8. _Business Expense&xecutive will be reimbursed for all reasonalolet-ofjpocket business expenses incurred in the perfore
of Executives duties on behalf of Company. To obtain reimbuesgiexpenses must be submitted promptly with gpate supportin
documentation in accordance with Company’s policies

9. _No Conflict of Interest During Executives employment with Company and at all times Exeeuis receiving Severan
Payments pursuant to this Agreement, Executive moisengage in any work, paid or unpaid, that e®ain actual conflict of interest w
Company. Such work shall include, but is not lidite, directly or indirectly competing with Compairy any way, or acting as an offic
director, Executive, consultant, stockholder, voden, lender, or agent of any business enterpfisheosame nature as, or which is in di
competition with, the business in which Compangasy engaged or in which Company becomes engagélgdirecutives employment wit
Company, as may be determined by the Board of @iredn its sole discretion. If Company believestsa conflict exists during the term
this Agreement, Company may ask Executive to chdosdiscontinue the other work or resign employmeith Company. In additio
Executive agrees not to refer any client or potmiient of Company to competitors of Company,hwiit obtaining Companyg’prior writtet
consent, during Executive’s employment and anyopkoif time Executive is receiving Severance Paympatsuant to this Agreement.

10. _Confidentiality and Proprietary Right&xecutive agrees to continue to abide by the BIRRd any nondisclosure or ot
policies or obligations of Executive to Companyother affiliated entities, each which EIPRA andestholicies and obligations is incorpore
herein by reference.

11. _Injunctive Relief Executive acknowledges that Executive’s breacthefcovenants contained in Sections 9-10 (collelti®
Covenants’) would cause irreparable injury to Company and agthat in the event of any such breach, Companyy bbaentitled to see
temporary, preliminary and permanent injunctivéefakithout the necessity of proving actual damagregosting any bond or other security.

12. _No Violation of Rights of Third PartiesDuring Executives employment with Company, Executive will not (agdch an
agreement to keep in confidence any confidentigbroprietary information, knowledge or data acquitey Executive prior to Executive’
employment with Company or (b) disclose to Compamyuse or induce Company to use, any confidemtigbroprietary information
material belonging to any previous employer or ather third party. Executive is not currently atgaand will not become a party, to ¢
other agreement that is in conflict, or will prev&xecutive from complying, with this Agreement.

13. _General Provisions

13.1 _Successors and Assigise rights and obligations of Company under #aseement shall inure to the benefit of
shall be binding upon the successors and assig@®mpany. Executive shall not be entitled to assigy of Executives rights or obligatior
under this Agreement.

13.2 _Waiver Either partys failure to enforce any provision of this Agreeingimall not in any way be construed as a wi
of any such provision, or prevent that party thieedrom enforcing each and every other provisbthis Agreement.

13.3 _Severability In the event anyrovision of this Agreement is found to be unenéafde by a court of compet
jurisdiction, such provision shall be deemed medifio the extent necessary to allow enforceal




of the provision as so limited, it being intendédttthe parties shall receive the benefit contetaglaerein to the fullest extent permittec
law. If a deemed modification is not satisfactamythe judgment of such court, the unenforceableigian shall be deemed deleted, anc
validity and enforceability of the remaining praeiss shall not be affected thereby.

13.4 _Interpretation; ConstructioThe headings set forth in this Agreement arecémvenience only and shall not be
in interpreting this Agreement. This Agreement baen drafted by legal counsel representing CompautyExecutive has participated in
negotiation of its terms. Furthermore, Executivenaevledges that Executive has had an opportunityeview and revise the Agreement
have it reviewed by legal counsel, if desired, d@hdrefore, the normal rule of construction to ¢fikect that any ambiguities are to be reso
against the drafting party shall not be employethainterpretation of this Agreement.

13.5 _Governing Law This Agreement will be governed by and constrimedccordance with the laws of the United St
and the State of Texas. Each party consents tjutiseliction and venue of the state or federal tour Travis County, Texas, if applicable
any action, suit, or proceeding arising out ofelating to this Agreement.

13.6 _Natices Any notice required or permitted by this Agreemngmall be in writing and shall be delivered addwk with
notice deemed given as indicated: (a) by persoaelvaty when delivered personally; (b) by overnigiaturier upon written verification
receipt; (c) by telecopy, facsimile, orngail transmission upon acknowledgment of receipelettronic transmission; or (d) by certifiec
registered mail, return receipt requested, upoifieation of receipt. Notice shall be sent to tlteleesses set forth below, or such other ad
as either party may specify in writing.

13.7 _Third Party BeneficiaryThe parties agree that Q2 Holdings, IncQZH ") shall be a third party beneficiary to
Agreement, but Q2H shall have no duties or oblayetiunder this Agreement.

13.8 _Survival. Sections 9 (“No Conflict of Interest”), 10 (“Cadéntiality and Proprietary Rights”), 11 Ifjunctive
Relief”), 12 (“No Violation of Rights of Third Paes”), 13 (“General Provisions”) and 14 (“Entire isgment”)of this Agreement shall survi
Executive’s employment by Company.

14. _Entire AgreementThis Agreement, and the EIPRA constitute thererdimong the parties relating to this subject maite
supersedes all prior or simultaneous representatitincussions, negotiations, and agreements, wheftitten or oral. This agreement may
amended or modified only with the written consehEgecutive, the Company. No oral waiver, amendntentnodification will be effectiv
under any circumstances whatsoever and any suttvainger, amendment or modification will be nullcawoid.

[Signature page follows.]




THE PARTIES TO THIS AGREEMENT HAVE READ THE FOREGRG AGREEMENT AND FULLY UNDERSTAND EACH ANI

EVERY PROVISION CONTAINED HEREIN. WHEREFORE, THE PAIES HAVE EXECUTED THIS AGREEMENT ON THE DATE
SHOWN BELOW.

Dated: 2/20/2014 /s/ Jennifer N. Harris
Jennifer N. Harris

Q2 Software, Inc.

Dated: 2/20/2014 By: /sl Matt Flake
Name: Matt Flake
Title:  CEO

SIGNATURE PAGE TO EMPLOYMENT AGREEMENT



EXHIBIT 10.8

EMPLOYMENT AGREEMENT

This Employment Agreement (thisAgreement”) is made effective on February 7, 2014Hffective Date”), by and between (
Software, Inc., a Delaware corporationQbmpany”’) and Adam D. Anderson (Executive”).

The parties agree as follows:

1. Employment. Company agrees to continue to employ Executivel Bxecutive agrees to accept such contir
employment on the terms and conditions set fortkihe

2. Duties

2.1 _Position Executive is employed as Compagi¥Executive Vice President, and Chief Technologijc®f and shall hay
the duties and responsibilities assigned by Comiga@hief Executive Officer. Executive shall perfofaithfully and diligently all dutie
assigned to Executive. Company reserves the rghiodify Executive’s position and duties at anydim its sole and absolute discretion.

2.2 _Best Efforts/Fullime . During this Agreement, Executive will (A) expeiitkecutives best efforts on behalf
Company, and will abide by all policies and degisionade by Company, as well as all applicable #dstate and local laws, regulation:
ordinances; (B) act in the best interest of Compatngll times; and (C) devote Executisdull business time and efforts to the performani
Executive’s assigned duties for Company.

3. _Compensation

3.1 _Base Salary As compensation for Executive’'s performance oédirives duties hereunder, Company shall pe
Executive an initial Base Salary of $20,833 per thq$250,000 per year), to be paid in accordantk @ompanys regular payroll cycle, le
required deductions for federal withholding taxciabsecurity and all other employment taxes angtgdhdeductions. In the event Executige’
employment under this Agreement is terminated Ibyeeiparty, for any reason, Executive will earn Bese Salary prorated to the dat
termination.

3.2 _Incentive CompensatiofExecutive may be eligible to receive an annuahdacentive bonus of $125,000 at targe
such terms and subject to such conditions as majebieled from time to time by the Company. Exeautivust be employed by the Comp
at the time such bonus is paid in order to be ldkgior such bonus. The Company reserves the taghary or terminate any bonus scherr
place from time to time, on a prospective basianfany shall pay out the cash incentive bonus,yf aithin 60 days following the end of 1
year in which the bonus is earn

3.3 _Customary Fringe Benefit&xecutive will be eligible for all customary andual fringe benefits generally availabl
Executives of Company, subject to the terms andlitions of Companys benefit plan documents. Executive shall be ewtitb Paid Time O
benefits (“PTO") subject to the terms and conditions of the Conyp@PTO policy.

4. _AtWill Employment. Executive’'s employment with Company isvett and not for any specified period and may beni@ated &
any time, with or without Cause (as defined belawgdvance notice, by either Executive or Compaitthough subject to the provisions
Sections 5 through 7 below. No representative ah@any, other than the Company’s Board of Directbes the authority to alter the aii
employment relationship. Any change to thevdt-employment relationship must be by specifigjtten agreement signed by Executive anc
Company’s Board of Directors. Nothing in this Agmemnt is intended to or should be construed to edrdt, modify or alter this atll
relationship.

5. _Termination The termination provisions of this Agreement relgay the parties' respective obligations in thergvExecutive
engagement is terminated are intended to be exelasid in lieu of any other rights to which Exeeatmay otherwise be entitled by law
equity, or otherwise. This Agreement, and Execlgieagagement hereunder, may be terminated atraeyafter the Effective Date, as folloy

5.1 _Termination by Mutual ConsenfThis Agreement may be terminated at any time Hgy written mutual consent
Company and Executive.




5.2 _Termination by Company For Caus€his Agreement may be terminated by Company attang for Cause. Fi
purposes of this AgreementCause” is defined as: (a) acts or omissions constitutirasg negligence, recklessness or willful misconaur
the part of Executive with respect to Executiveldigations or otherwise relating to the busines€ofmpany; (b) Executive’material breac
of this Agreement or Company’s Employee Innovatiamsl Proprietary Rights Assignment Agreement (tHEIPRA ”); (c) Executives
conviction or entry of a plea of nolo contendere flfaud, misappropriation or embezzlement, or algrfy or crime of moral turpitude; |
Executive’s willful neglect of duties as determiriadhe sole and exclusive discretion of the Conypé®) Executive is cited by the Compasiy’
Chief Executive Officer, in writing, at least twa)(times during any 12-month period for unsatisiacperformance; (f) Executive'failure tc
perform the essential functions of Executs/gosition, with or without reasonable accommodhgtaue to a mental or physical disability; or
Executive’s death.

5.3 _Termination by Company Without Caus€his Agreement may be terminated by Company, auittCause, with «
without notice, by the delivery to Executive of ten notice of termination.

5.4 _Resignation by ExecutiveExecutive shall have the right to terminate higpyment hereunder by providing
Company with a notice of termination at least th{80) days prior to such termination.

6. _Payments Upon TerminatiorlJpon termination of employment for any reasonediive shall receive payment of his B
Salary, pro-rated to the date of termination, a#i @@ any other accrued, but unpaid benefits (ctitely the “ Accrued Compensatiori).
Accrued Compensation will be paid in a lump suntlan date required under applicable law. Exceptxpsessly stated in this Agreement,
other employment related obligations of CompanyEsecutive shall be automatically terminated and metely extinguished with t
termination of Executive’s employment.

7. _Severance

7.1 _Severance Paymerih the event Company terminates Execuswemployment without Cause, Company shall prc
Executive with a Severance Payment equivalentt@®i months of Executive’then Base Salary, payable in equal installmeves a six (6
month period, with the first installment paymentdaaon the first payday occurring 30 days after térenination date and the remain
installments made on the following Company paydayse Company’s obligation to pay and Executiveight to receive the Severa
Payment shall cease in the event of Executive’adir@f any of his obligations under this Agreemamnthe EIPRA. The Comparg/obligatior
to provide Executive with the Severance Paymertdoisditioned precedent upon Executesxecution of a full general release in a 1
acceptable to the Company and such release hambesifective in accordance with its terms priottte 30th day following the terminati
date. For the sake of clarity, Executive shall beteligible to receive severance in connection itk other form of termination, other tha
termination without Cause.

7.2 _Application of Section 409A

(8) Notwithstanding anything set forth in thiggr@ement to the contrary, no amount payable putsimathis
Agreement which constitutes a “deferral of compé&nea within the meaning of the Treasury Regulationsesspursuant to Section 409A (
“ Section 409A Regulation¥ of the Internal Revenue Code of 1986, as amerfttedl“ Code”) shall be paid unless and until Executive
incurred a “separation from servic&lithin the meaning of the Section 409A RegulatioRarthermore, to the extent that Executive
“specified Executive” within the meaning of the Sew 409A Regulations as of the date of Executv@paration from service, no amount
constitutes a deferral of compensation which isap#s on account of Executiveeseparation from service shall be paid to Exeeutiefore th
date (the ‘Delayed Payment Dat§ which is first day of the seventh month aftee tihate of Executive’ separation from service or, if earl
the date of Executive’death following such separation from service.stiith amounts that would, but for this Sectionobee payable prior
the Delayed Payment Date will be accumulated ardigathe Delayed Payment Date.

(b) The Company intends that income providedExecutive pursuant to this Agreement will not bédjeat tc
taxation under Section 409A of the Code. The pious of this Agreement shall be interpreted andstroied in favor of satisfying a
applicable requirements of Section 409A of the Cddl@vever, the Company does not guarantee any partitar tax effect for income
provided to Executive pursuant to this Agreementin any event, except for the Compasmyésponsibility to withhold applicable income
employment taxes from compensation paid or provideHxecutive, the Company shall not be respondinehe payment of any applica
taxes on compensation paid or provided to Execygivsuant to this Agreement.




(c) Notwithstanding anything herein to the cangr the reimbursement of expenses okiimd benefits provide
pursuant to this Agreement shall be subject toféHewing conditions: (1) the expenses eligible feimbursement or ikind benefits in or
taxable year shall not affect the expenses eligiereimbursement or ikind benefits in any other taxable year; (2) thienteirsement ¢
eligible expenses or in-kind benefits shall be mpaenptly, subject to the Compasyapplicable policies, but in no event later tHaa énd c
the year after the year in which such expense wasried; and (3) the right to reimbursement okiimd benefits shall not be subject
liquidation or exchange for another benefit

(d) For purposes of Section 409A of the Code,right to a series of installment payments unbisr Agreemer
shall be treated as a right to a series of seppegt@ents.

8. _Business Expense&xecutive will be reimbursed for all reasonalolet-ofjpocket business expenses incurred in the perfore
of Executives duties on behalf of Company. To obtain reimbuesginexpenses must be submitted promptly with gpate supportin
documentation in accordance with Company’s policies

9. _No Conflict of Interest During Executives employment with Company and at all times Exeeuis receiving Severan
Payments pursuant to this Agreement, Executive moisengage in any work, paid or unpaid, that e®ain actual conflict of interest w
Company. Such work shall include, but is not lidite, directly or indirectly competing with Compairy any way, or acting as an offic
director, Executive, consultant, stockholder, voden, lender, or agent of any business enterpfisheosame nature as, or which is in di
competition with, the business in which Compangasy engaged or in which Company becomes engagélgdirecutives employment wit
Company, as may be determined by Company in its didcretion. If Company believes such a conflixists during the term of tt
Agreement, Company may ask Executive to chooséstmutinue the other work or resign employment v@impany. In addition, Executi
agrees not to refer any client or potential cliehCompany to competitors of Company, without ahiteg Companys prior written conser
during Executive’'s employment and any period oftiixecutive is receiving Severance Payments pursodinis Agreement.

10. _Confidentiality and Proprietary Right&xecutive agrees to continue to abide by the BIRRd any nondisclosure or ot
policies or obligations of Executive to Companyother affiliated entities, each which EIPRA andestholicies and obligations is incorpore
herein by reference.

11. _Injunctive Relief Executive acknowledges that Executive’'s breacthefcovenants contained in Sections 9-10 (collelti®
Covenants’) would cause irreparable injury to Company and agthat in the event of any such breach, Companyy bbaentitled to see
temporary, preliminary and permanent injunctivéefakithout the necessity of proving actual damagregosting any bond or other security.

12. _No Violation of Rights of Third PartiesDuring Executives employment with Company, Executive will not (agdch an
agreement to keep in confidence any confidentigbroprietary information, knowledge or data acquitey Executive prior to Executive’
employment with Company or (b) disclose to Compamyuse or induce Company to use, any confidemtigbroprietary information 1
material belonging to any previous employer or ather third party. Executive is not currently atpaand will not become a party, to ¢
other agreement that is in conflict, or will prev&xecutive from complying, with this Agreement.

13. _General Provisions

13.1 _Successors and Assigise rights and obligations of Company under #dseement shall inure to the benefit of
shall be binding upon the successors and assig@smifpany. Executive shall not be entitled to assigy of Executives rights or obligatior
under this Agreement.

13.2 _Waiver Either partys failure to enforce any provision of this Agreeingimall not in any way be construed as a wi
of any such provision, or prevent that party thiegedrom enforcing each and every other provisbthis Agreement.

13.3 _Severability In the event any provision of this Agreementasirfd to be unenforceable by a court of comp
jurisdiction, such provision shall be deemed medifio the extent necessary to allow enforceabdftyhe provision as so limited, it bei
intended that the parties shall receive the bewmefitemplated herein to the fullest extent permittg law. If a deemed modification is
satisfactory in the judgment of such court, the




unenforceable provision shall be deemed deletatiffanvalidity and enforceability of the remainipigpvisions shall not be affected thereby.

13.4 _Interpretation; ConstructioThe headings set forth in this Agreement arecémvenience only and shall not be
in interpreting this Agreement. This Agreement baen drafted by legal counsel representing CompautyExecutive has participated in
negotiation of its terms. Furthermore, Executivenaeledges that Executive has had an opportuniteview and revise the Agreement
have it reviewed by legal counsel, if desired, d@hdrefore, the normal rule of construction to ¢fikect that any ambiguities are to be reso
against the drafting party shall not be employethainterpretation of this Agreement.

13.5 _Governing Law This Agreement will be governed by and constrimedccordance with the laws of the United St
and the State of Texas. Each party consents tjutiseliction and venue of the state or federal tour Travis County, Texas, if applicable
any action, suit, or proceeding arising out ofelating to this Agreement.

13.6 _Natices Any notice required or permitted by this Agreemngmall be in writing and shall be delivered addwk with
notice deemed given as indicated: (a) by persoaelvaty when delivered personally; (b) by overnigiaturier upon written verification
receipt; (c) by telecopy, facsimile, orngail transmission upon acknowledgment of receipelettronic transmission; or (d) by certifiec
registered mail, return receipt requested, upoifieation of receipt. Notice shall be sent to tlteleesses set forth below, or such other ad
as either party may specify in writing.

13.7 _Third Party BeneficiaryThe parties agree that Q2 Holdings, IncQZH ") shall be a third party beneficiary to
Agreement, but Q2H shall have no duties or oblayetiunder this Agreement.

13.8 _Survival. Sections 9 (“No Conflict of Interest”), 10 (“Cadéntiality and Proprietary Rights”), 11 Iffjunctive
Relief”), 12 (“No Violation of Rights of Third Paes”), 13 (“General Provisions”) and 14 (“Entire isgment”)of this Agreement shall survi
Executive’s employment by Company.

14. _Entire AgreementThis Agreement, and the EIPRA constitute thererdimong the parties relating to this subject maite
supersedes all prior or simultaneous representatitincussions, negotiations, and agreements, waheftitten or oral. This agreement may
amended or modified only with the written consehEgecutive, the Company. No oral waiver, amendnwentnodification will be effectiv
under any circumstances whatsoever and any suttvainger, amendment or modification will be nullcawoid.

[Signature page follows.]




THE PARTIES TO THIS AGREEMENT HAVE READ THE FOREGRG AGREEMENT AND FULLY UNDERSTAND EACH ANI

EVERY PROVISION CONTAINED HEREIN. WHEREFORE, THE PAIES HAVE EXECUTED THIS AGREEMENT ON THE DATE
SHOWN BELOW.

Dated: 2/7/2014 /s/ Adam D. Anderson
Adam D. Anderson

Q2 Software, Inc.

Dated: 2/7/2014 By: /sl Matt Flake
Name: Matt Flake
Title:  CEO

SIGNATURE PAGE TO EMPLOYMENT AGREEMENT



EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No. 333-1959@tfaining to the 2007 Stock Plan,
2014 Employee Stock Purchase Plan and 2014 Equégntive Plan of Q2 Holdings, Inc. of our reportedaFebruary 12, 2015, with respect to
the financial statements of Q2 Holdings, Inc., utdd in this Annual Report (Form 10-K) for the yeaded December 31, 2014.

/sl Ernst & Young LLP

Austin, Texas
February 12, 2015



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTT O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

[, Matthew P. Flake, certify that:
1. I have reviewed this Annual Report on Form 16fKQ2 Holdings, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or eonditate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over firiaheeporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for iagistrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the preparatior
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report bas
on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finateeporting; and

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

a. All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting
which are reasonably likely to adversely affectrdgistrants ability to record, process, summarize and refpmancial information
and

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

Date: February 12, 2015 /sl MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

[, Jennifer N. Harris, certify that:
1. I have reviewed this Annual Report on Form 16fKQ2 Holdings, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or eonfitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over firiaheeporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for iagistrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the preparatior
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report bas
on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finateeporting; and

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

a. All significant deficiencies and material weagkses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrdgistrants ability to record, process, summarize and refpmancial information
and

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

Date: February 12, 2015 /s/ JENNIFER N. HARRIS
Jennifer N. Harris
Chief Financial Officer
(Principal Financial and Accounting Officer)




EXHIBIT 32.1

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

The undersigned, the President and Chief Exec@ifieer of Q2 Holdings, Inc. (the “Company”), dokereby certify under the
standards set forth and solely for the purposd88dd.S.C. 1350, as adopted pursuant to SectioroPOe Sarbane®xley Act of 2002, that tr
Annual Report on Form 10-K of the Company for tisedl year ended December 31, 2014 fully compliils the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 information contained in such Annual ReporEorm 10-K fairly presents, in all
material respects, the financial condition and lieaf operations of the Company.

Date: February 12, 2015 /sl MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer
(Principal Executive Officer)

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyné| be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon request.



EXHIBIT 32.2

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

The undersigned, the Chief Financial Officer of i@ddings, Inc. (the “Company”), does hereby certifyder the standards set forth and
solely for the purposes of 18 U.S.C. 1350, as atbptirsuant to Section 906 of the Sarbanes-Oxléwp#2002, that the Annual Report on
Form 10-K of the Company for the fiscal year enBedember 31, 2014 fully complies with the requiratseof Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and informationtamred in such Annual Report on Form 10-K fairlggents, in all material respects, the
financial condition and results of operations & @ompany.

Date: February 12, 2015 /s/ JENNIFER N. HARRIS
Jennifer N. Harris
Chief Financial Officer
(Principal Financial and Accounting Officer)

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadynél be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon request.



